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THE SIX PRINCIPLES

PREAMBLE TO THE PRINCIPLES

As institutional investors, we have a duty to act in the best long-term interests of our beneficiaries. In this fiduciary role, we
believe that environmental, social, and governance (ESG) issues can affect the performance of investment portfolios (to
varying degrees across companies, sectors, regions, asset classes and through time). We also recognise that applying these
Principles may better align investors with broader objectives of society. Therefore, where consistent with our fiduciary
responsibilities, we commit to the following:

We will incorporate ESG issues
into investment analysis and
decision-making processes.

We will be active owners and
incorporate ESG issues into our
ownership policies and practices.

We will seek appropriate
disclosure on ESG issues by
the entities in which we invest.

We will promote acceptance and
implementation of the Principles
within the investment industry.

We will work together to
enhance our effectiveness in
implementing the Principles.

We will each report on our
activities and progress towards
implementing the Principles.

PRI's MISSION

We believe that an economically efficient, sustainable global financial system is a necessity for long-term value creation. Such
a system will reward long-term, responsible investment and benefit the environment and society as a whole.

The PRI will work to achieve this sustainable global financial system by encouraging adoption of the Principles and
collaboration on their implementation; by fostering good governance, integrity and accountability; and by addressing
obstacles to a sustainable financial system that lie within market practices, structures and regulation.

PRI DISCLAIMER

The information contained on this document is meant for the purposes of information only and is not intended to be investment, legal, tax or other advice, nor is it intended to be relied upon in making an investment
or other decision. All content is provided with the understanding that the authors and publishers are not providing advice on legal, economic, investment or other professional issues and services. PRI Association is
not responsible for the content of websites and information resources that may be referenced. The access provided to these sites or the provision of such information resources does not constitute an endorsement
by PRI Association of the information contained therein. PRI Association is not responsible for any errors or omissions, for any decision made or action taken based on information on this document or for any loss or
damage arising from or caused by such decision or action. All information is provided “as-is” with no guarantee of completeness, accuracy or timeliness, or of the results obtained from the use of this information, and
without warranty of any kind, expressed or implied.

Content authored by PRI Association

For content authored by PRI Association, except where expressly stated otherwise, the opinions, recommendations, findings, interpretations and conclusions expressed are those of PRI Association alone, and do
not necessarily represent the views of any contributors or any signatories to the Principles for Responsible Investment (individually or as a whole). It should not be inferred that any other organisation referenced
endorses or agrees with any conclusions set out. The inclusion of company examples does not in any way constitute an endorsement of these organisations by PRI Association or the signatories to the Principles for
Responsible Investment. While we have endeavoured to ensure that information has been obtained from reliable and up-to-date sources, the changing nature of statistics, laws, rules and regulations may result in
delays, omissions or inaccuracies in information.

Content authored by third parties

The accuracy of any content provided by an external contributor remains the responsibility of such external contributor. The views expressed in any content provided by external contributors are those of the
external contributor(s) alone, and are neither endorsed by, nor necessarily correspond with, the views of PRI Association or any signatories to the Principles for Responsible Investment other than the external
contributor(s) named as authors.



A TECHNICAL GUIDE | 2023

CONTENTS

FOREWORD 4
EXECUTIVE SUMMARY 5
ACKNOWLEDGMENTS 7
ABOUT THIS GUIDE 8
EVOLVING RESPONSIBLE INVESTMENT POLICIES AND PRACTICES 10
WHAT TO CONSIDER BEFORE WRITING OR UPDATING A POLICY 14
WHAT TO INCLUDE IN A POLICY 21
REPORTING 33
MONITORING AND REVIEW 35

APPENDIX: REPORTING FRAMEWORK INDICATORS 37




DEVELOPING AND UPDATING A RESPONSIBLE INVESTMENT POLICY

FOREWORD

Last year, | led the PRI in a Changing World signatory
consultation to understand how the PRI can best serve the
finance industry in a time of rapid evolution.

Not only has responsible investment moved from being
niche to mainstream, but investors also face numerous
challenges, including the growth of anti-ESG sentiment in
some markets, hurdles in the formation and enactment
of new regulatory standards, market turbulence and
geopolitical issues.

At the same time, there is pressing need for market
participants — especially asset owners and investment
managers — to invest in a way that responds to the climate
crisis, respects human rights, halts and reverses biodiversity
loss and contributes to the UN Sustainable Development
Goals.

The consultation results made clear that the majority of
signatories believe the future of responsible investment
includes managing ESG risks and identifying and acting on
sustainability outcomes. Meanwhile, a significant proportion
believe managing ESG risks will be the sole dimension of
responsible investment for their organisation.

Regardless of which approach they take, the fundamental
basis for responsible investment is premised on signatories’
fiduciary responsibilities. And having a responsible
investment policy that articulates this fiduciary duty and
formalises their investment beliefs and strategy is key

to addressing sustainability risks and ensuring long-term
financial objectives.

As this updated guide on developing a responsible
investment policy demonstrates, there is no one-size-fits-all
approach to writing or improving such a document (or set
of documents), just as there is no standardised approach to
responsible investment.

Whether or not your organisation has a suite of policies

that cover the relevant elements - from asset allocation

to stewardship and conflicts of interest to public reporting

— we believe this guidance provides actionable insights on
the role a policy should play, particularly in communicating
with beneficiaries and clients, and providing a framework for
action throughout an organisation.

I would like to thank our signatories for participating in

the workshops that helped to inform this guide, and for
helping to deliver such an important tool. It is more pressing
than ever that signatories have an ambitious responsible
investment policy that translates into action, responding to
the changing and growing challenges we face.

David Atkin

CEO, Principles for Responsible Investment



https://www.unpri.org/about-us/governance/formal-consultations
https://www.unpri.org/about-us/governance/formal-consultations
https://dwtyzx6upklss.cloudfront.net/Uploads/p/a/i/20230328_pri_in_a_changing_world_signatory_consultation_analysis_presentation_44799.pdf
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EXECUTIVE SUMMARY

A responsible investment policy guides an organisation on
asset allocation, investment decisions, how stewardship
is carried out and how it reports on its activities, ensuring
consistency and longevity.

It allows investors to outline what they do and why they do
it — for example, how they view environmental, social and
governance (ESG) risks and opportunities and system-level
sustainability issues or how they interpret their fiduciary
duties in relation to ESG incorporation or active ownership.

Client and beneficiary demand has grown, regulation has
developed and there is an increasing understanding of the
financial materiality of ESG issues, and a focus on real-world
outcomes. These factors have all contributed to responsible
investment practices evolving rapidly in recent years, moving
firmly from niche to mainstream.

Developing and updating a responsible investment policy

As a result, investment managers’ and asset owners’ policies
have also progressed and are being updated to reflect

new practices and areas of focus. These documents have
developed from simple statements to sophisticated multi-
page documents and websites with a wealth of detail.

This guide aims to highlight what investors should consider
before writing or updating a policy, what they could include
and what reporting, monitoring and reviewing a policy might
look like in practice.

It draws on previously published guidance, the Reporting
Framework and associated minimum requirements of being
a PRI signatory, and where relevant, highlights examples of
leading practice that readers can use to inform their own
documents.
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https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/minimum-requirements-for-investor-membership/315.article

CONSIDERATIONS BEFORE WRITING

Before developing (or updating) a responsible investment
policy, asset owners and investment managers should
consider:

= the purpose and audience it will serve;
= jts structure and scope;
= relevant sustainable finance regulations;

= how it will fit with — and reflect - their fiduciary duties,
investment strategies and beliefs; and

= the resources and stakeholder buy-in needed to write,
approve, and implement it.

Organisations should also identify if they already have
policies on certain operational issues, such as stock lending
or conflicts of interest, and how these will exist alongside a
responsible investment policy or be incorporated into (and
replaced by) the latter.

As investors increasingly recognise that long-term financial
returns largely depend on the viability of environmental
and social systems, they should consider system-level
undiversifiable sustainability issues such as human rights
and climate change.

Investors should then consider how - in line with their

fiduciary duties - their investment and stewardship activities

can address these systemic risks by developing mitigation
strategies using their levers of influence, ensuring their
investment beliefs, strategy and policy documents overall
reflect the approach they take. Finally, undertaking a peer
review can help align with leading practice.

WHAT TO INCLUDE

There are many components that asset owners and
investment managers can choose to include in their
investment policies, and these will vary in detail depending
on their level of responsible investment experience,
mandates, and whether the policy is an all-encompassing
document or something that complements other policies
and statements.

An introduction can provide context around how a policy
was developed, its governance, purpose, scope and the
beliefs, objectives, and stakeholder, client, or beneficiary
needs that underpin it. It can also set out an organisation’s
positions on core ESG issues, such as human rights and
climate change, how issues interact with each other, and
how the organisation wants to contribute to creating a
sustainable financial system.

A section on investment guidelines and objectives can be
used to explain broadly how an organisation will incorporate
ESG considerations within its investment processes,
including any specific targets it has and what it needs to do
to achieve them.

Investors may choose to outline their ESG incorporation
approach(es), such as screening, ESG integration or
thematic investing, in more detail.

Investors should also cover how they approach stewardship
in their responsible investment policy, including how this
contributes to their responsible investment objectives

and beliefs, and any sustainability outcomes that they are
pursuing. Some organisations choose to have a standalone
document covering stewardship, or specific stewardship
activities such as engagement.

REPORTING

Signatories to the PRI are expected to report on their
activities and progress towards meeting the Principles
annually, while providing transparency to clients and/or
beneficiaries is considered industry best practice.

As such, asset owners and investment managers can
highlight their reporting practices in their responsible
investment policies. Doing so can help ensure that they
are held accountable for implementing their responsible
investment policies.

MONITORING AND REVIEW

All aspects of an organisation’s responsible investment
policy need to be monitored periodically to evaluate
success and identify underperforming areas. Organisations
should review their policies annually, and where updates are
needed, they should re-review the What to consider before
writing a responsible investment policy section, particularly
around governance, which considers implementation.



https://www.unpri.org/about-us/what-are-the-principles-for-responsible-investment
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DEVELOPING AND UPDATING A RESPONSIBLE INVESTMENT POLICY

ABOUT THIS GUIDE

This technical guide aims to help asset owners and
investment managers to write, or revise, their responsible
investment policy.

The content is based on desk research, webinars, analysis of
signatories’ responsible investment policies, and discussions
with signatory advisory committees.

The technical guide builds on previously published policy
guidance, such as How to craft an investment strategy and
An introduction to responsible investment: policy, structure

and process.

Where relevant, it highlights which 2023 PRI Reporting
Framework modules readers can refer to for each section,
to assist with their own policy writing, and when analysing
those of peers through their Transparency Reports. The
Policy, governance, and strategy module is the most
relevant to developing a responsible investment policy - the
appendix details what the indicators in this module cover.

Figure 1: A responsible investment policy in context for asset owners
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https://www.unpri.org/principles-to-practice/transforming-responsible-investment-ri-policies-into-action/11405.article
https://www.unpri.org/asset-owner-resources/asset-owner-strategy-guide-how-to-craft-an-investment-strategy/402.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-policy-structure-and-process/4917.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-policy-structure-and-process/4917.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article

Figure 2: A responsible investment policy in context for investment managers
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EVOLVING RESPONSIBLE INVESTMENT
POLICIES AND PRACTICES

This section briefly reviews the drivers of responsible

investment policies and practice, how these have

evolved and what the PRI’s minimum requirements are
for signatories in relation to responsible investment

policies.

Responsible investment policies have evolved rapidly

in recent years, from simple statements setting out an
investor’s commitments and approach to share voting, to
sophisticated multi-page documents and websites with a
wealth of detail on environmental, social and governance
(ESG) incorporation, disclosure, and qualitative and
quantitative goal setting.

This evolution mirrors the broader development of
responsible investment from niche to mainstream, as
various pressures are forcing companies and sectors to
internalise costs that they have previously externalised.

Figure 3: Drivers of evolving responsible investment policies and practices
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Throughout this technical guide we provide relevant examples taken from responsible investment policies, some of which we
illustrate in Figures 4 and 5.

Figure 4: Asset owner responsible investment policy examples
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https://ri.bndes.gov.br/en/sustainability/policies-and-commitments/
https://www.previ.com.br/portal-previ/investimentos-da-previ/politicas-de-investimento/
https://www.gruposura.com/wp-content/uploads/2019/02/grupo-sura-responsible-investment-policy-2018.pdf
https://www.calstrs.com/esg-investment-policy
https://www.calstrs.com/esg-investment-policy
https://www.optrust.com/investments/2016fsr-responsible-investing.asp
https://www.otpp.com/content/dam/otpp/documents/reports/OTPP_Responsible_Investing_Guidelines_2022.pdf
https://www.utam.utoronto.ca/investing/responsible-investing/utam-responsible-investing-policy/
https://www.utam.utoronto.ca/investing/responsible-investing/utam-responsible-investing-policy/
https://www.calpers.ca.gov/page/investments/sustainable-investments-program/esg-integration
https://www.calpers.ca.gov/page/investments/sustainable-investments-program/esg-integration
https://www.lacera.com/sites/default/files/assets/documents/general/IPS-080822.pdf
https://www.lacera.com/sites/default/files/assets/documents/general/IPS-080822.pdf
https://www.pplus.dk/en/investments/responsible-investments/policy-for-responsible-investments
https://www.ap4.se/globalassets/dokument/policyer/sustainability-policy-2023.pdf
https://www.pensioenfondspgb.nl/globalassets/pdfs/duurzaamheid/pgb-mvb-beleid_v1_eng.pdf
https://www.gmpf.org.uk/getmedia/4e93a839-acf8-449e-bed3-531ced1e7c78/Responsible-investment-policy.pdf
https://www.brunelpensionpartnership.org/responsible-investment/responsible-investment-policy/
https://www.nestpensions.org.uk/schemeweb/nest/nestcorporation/investment-approach/responsible-investment.html
https://www.churchofengland.org/about/leadership-and-governance/church-england-pensions-board/pensions-board-investments-0
https://www.swissre.com/our-business/managing-our-assets/responsible-investing-in-practice.html#:~:text=Swiss%20Re's%20Responsible%20Investing%20strategy,Enhancement%20is%20the%20most%20meaningful.
https://londonciv.org.uk/block/download/6397/file
https://www.dai-ichi-life.co.jp/english/dsr/investment/ri-report.html
https://www.dai-ichi-life.co.jp/english/dsr/investment/ri-report.html
https://www.dai-ichi-life.co.jp/english/dsr/investment/ri-report.html
https://www.gpif.go.jp/en/investment/esg/
https://www.sumitomolife.co.jp/english/assetmanagement/file/Basic Principles.pdf
C://Users/tom.attwooll/Downloads/KIC_Sustainable_Investment_Report_2022_EN.pdf
C://Users/tom.attwooll/Downloads/KIC_Sustainable_Investment_Report_2022_EN.pdf
C://Users/tom.attwooll/Downloads/KIC_Sustainable_Investment_Report_2022_EN.pdf
https://www.gepf.co.za/wp-content/uploads/2019/08/Responsible_Investing_Policy_20170921.pdf
https://www.gepf.co.za/wp-content/uploads/2019/08/Responsible_Investing_Policy_20170921.pdf
https://www.gepf.co.za/wp-content/uploads/2019/08/Responsible_Investing_Policy_20170921.pdf
https://www.gepf.co.za/wp-content/uploads/2019/08/Responsible_Investing_Policy_20170921.pdf
https://www.oldmutualinvest.com/institutional/responsible-investing/
https://www.eppf.co.za/uploads/eppf_resources/EPPF_ESG_Policy.pdf
https://www.eppf.co.za/uploads/eppf_resources/EPPF_ESG_Policy.pdf
https://www.cbussuper.com.au/content/dam/cbus/files/governance/policies/Responsible-Investment-Policy-Summary.pdf
https://www.csc.gov.au/members/investment/how-we-invest/investment-quality-and-sustainability
https://www.csc.gov.au/members/investment/how-we-invest/investment-quality-and-sustainability
https://www.visionsuper.com.au/invest/esg/our-esg-policy/#:~:text=Vision%20Super%20is%20a%20signatory,value%20creation%20in%20which%20they
https://nzsuperfund.nz/how-we-invest/sustainable-finance/
https://www.telstrasuper.com.au/-/media/telstrasuper/files/governance/governance-and-disclosure/sustainable-investment-policy.ashx?rev=4cff19a01eda4fce85922d340116fb9b#:~:text=TelstraSuper%20considers%20superannuation%20to%20be,long%20term%20returns%20at%20risk.
https://www.suncorpgroup.com.au/uploads/Responsible-Investment-Policy.pdf
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Figure 5: Investment manager responsible investment policy examples
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https://assets.website-files.com/5b4d31c5e11a78887f0228fd/647e41f9a911313b19ef1ad2_Responsible Investment Policy June 2023.pdf
https://www.bellasset.com.au/about-us/how-we-manage-global-equities#:~:text=ESG%20Philosophy&text=We%20employ%20a%20disciplined%20investment,in%20all%20of%20our%20portfolios.
https://www.wavestonecapital.com.au/how-we-invest/esg/
https://www.dexus.com/-/media/project/dexus/dexuscom/2-investor-centre/ampc-documents/policies/infrastructure-esg-policy-guidelines_march23.pdf
https://www.lendlease.com/au/sustainability/our-approach/
https://newforests.com/wp-content/uploads/2022/07/Responsible-Investment-Policy.pdf
https://adamantem.com.au/wp-content/uploads/2022/08/Adamantem-Responsibility-Investing-and-Impact-Investing-Policy-2022.pdf
https://www.alexanderforbesinvestments.co.za/about-us/who-we-are/responsible-investing#:~:text=Alexander%20Forbes%20Investments%20views%20responsible%20investing%20as%20an,of%20an%20environmental%2C%20social%20and%20governance%20%28ESG%29%20nature.
https://www.aeonim.co.za/wp-content/uploads/2018/05/Aeon-IM-Social-Responsibility-Policy.pdf
https://www.futuregrowth.co.za/what-we-do/responsible-investing
https://www.futuregrowth.co.za/what-we-do/responsible-investing
https://www.coronation.com/globalassets/repository/legal/coronation-esg-policy-may2020.pdf
https://www.imara.com/data/uploads/pdfs/imara-asset-management-esg-policy.pdf
https://www.absa.africa/wp-content/uploads/2022/08/sustainability-policy.pdf
http://leapfroginvest.com/wp-content/uploads/2022/09/UNPRI-Responsible-Investment-Code.pdf

MINIMUM REQUIREMENTS AND
EVOLVING PRACTICES

It is a minimum requirement of being a PRI signatory to

lay out the overall approach to responsible investment or
ESG factors an organisation takes — either within a main
investment policy or in a separate document, as highlighted
in the Reporting Framework.

The approach set out within the policy must:

= apply to more than 50% of an organisation’s assets
under management.

Responsible investment must:

= be implemented by at least one person (internally or
externally); and

= be overseen by at least one person or function at a
senior level (e.g., board or trustee, executive-level staff,
investment committee or department head).

As part of their membership, PRI signatories are also
required to report on their responsible investment activities
annually, in keeping with the Principles, following a grace
period in their first year of joining.

Below we highlight some of the policy practices that asset
owners and investment manager signatories disclosed
during the 2021 reporting cycle. Some were already
developed and may have evolved since, while others reveal
room for improvement.

TRANSPARENCY

= Almost 85% of investment managers made their
overall approach to responsible investment publicly
available, compared to 90% of asset owners.

= Around two-thirds of asset owners make their
organisation’s approaches exclusions public, whereas
only one in three publish asset class-specific guidelines
for ESG incorporation or approaches to internal
reporting and verification.

= More than 70% of investment managers opted not to

disclose how they deal with conflicts of interest in their
responsible investment policies.
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STEWARDSHIP

= Roughly 70% of investment managers said they have
a stewardship policy, and over half of those policies
included core elements such as their main objectives
and how they prioritised ESG factors and linked them
to engagement issues. Almost 70% of asset owners set
out their approach to stewardship in a publicly available
policy document.

SELECTION, APPOINTMENT AND MONITORING

= Nearly one in three asset owners do not require
investment managers to follow their responsible
investment strategy for a majority of AUM.

= When selecting managers, the most common things for
asset owners to assess against responsible investment
criteria are the manager’s overall approach and its
policy.

= While most asset owners assess how prospective
and existing managers implement a stewardship
policy, oversight of specific stewardship actions is less
common.

SUSTAINABILITY OUTCOMES

= Just over one-third of investment managers and
asset owners published their policy on sustainability
outcomes.

PRI resources

Inside PRI data: Investment manager practices
Inside PRI data: asset owner action

Policy, governance and strategy module reporting
guidance

Introductory guides to responsible investment



https://www.unpri.org/reporting-and-assessment/minimum-requirements-for-investor-membership/315.article
https://www.unpri.org/about-us/what-are-the-principles-for-responsible-investment
https://www.unpri.org/asset-owner-resources/inside-pri-data-investment-manager-practices/11142.article#Policies
https://www.unpri.org/asset-owner-resources/inside-pri-data-asset-owner-action/10114.article#Policies
https://dwtyzx6upklss.cloudfront.net/Uploads/j/i/o/02_pgs_january_2023_888138.pdf
https://dwtyzx6upklss.cloudfront.net/Uploads/j/i/o/02_pgs_january_2023_888138.pdf
https://www.unpri.org/investment-tools/introductory-guides-to-responsible-investment

DEVELOPING AND UPDATING A RESPONSIBLE INVESTMENT POLICY

WHAT TO CONSIDER BEFORE WRITING
OR UPDATING A POLICY

This section outlines what asset owners and
investment managers should consider before writing
or updating a responsible investment policy.

Relevant PRI Reporting Framework modules
Senior leadership statement (SLS

Organisational overview (OO)

Polic PGS

Manager selection, appointment and monitoring
(SAM)

Sustainability outcomes (SO)

overnance and strate

Before developing a responsible investment policy, asset
owners and investment managers should consider:

= the purpose and audience it will serve;
= jts structure and scope;
= relevant sustainable finance regulations;

= how it will fit with — and reflect - their fiduciary duties,
investment strategies and beliefs; and

= the resources and stakeholder buy-in needed to write,
approve, and implement it.

INVESTMENT POLICY PURPOSE,
STRUCTURE AND SCOPE

At its core, an investment policy guides an organisation
on (responsible) investment decisions, asset allocation,
how stewardship is carried out and how it reports on its
activities. It can also:

= serve as a starting point to discuss an organisation’s
position on ESG issues with external and internal
stakeholders (e.g., whether responsible investment is
used for risk management, to unlock new opportunities,
to consider and act on real-world outcomes, or a
combination of these);

= clarify fiduciary duties — how an organisation
interprets its fiduciary responsibilities to clients and/or
beneficiaries;

= demonstrate how system-level risks are approached
- whether such risks are relevant to the organisation’s
legal obligations and investment objectives and, if so,
how they can be mitigated.

= guide third-party managers or consultants on how
they should apply certain responsible investment
criteria on behalf of their clients, where applicable.

"It is important to emphasise that
Brunel’s purpose [for] doing this is
to better manage risk and generate
sustainable, long-term returns...
Responsible investment is central to
how Brunel fulfils its fiduciary duty.”

Brunel Pension Partnership Responsible investment policy statement

2020)

Investors can choose to have one all-encompassing

policy document that combines their ESG incorporation

and stewardship approaches with broader investment
considerations, or they can outline their approach to
responsible investment (or specific ESG issues) in a separate
policy (or across several documents). They should consider
who the audience is, and whether to tailor their documents
accordingly.

Regardless of the structure, investors will need to clarify
the scope of the responsible investment policy — namely
whether it will apply to all assets under management

or a proportion of them, and if the latter, how this will
be determined, i.e., by internal/external management,
geographic region, asset classes or security type.
Responsible investment policies will differ, reflecting the
variety of approaches taken across the industry.

They should establish which qualitative and quantitative
targets, if any, the policy will contribute to, (e.g., diversity,
equity and inclusion, biodiversity, human rights, climate).

In some jurisdictions, investors may face legal and regulatory
disclosure requirements or fiduciary responsibilities , that
guide their policies and subsequent responsible investment
activities.

Investors that want to make their policies more detailed
might consider what investee-level disclosures they expect,
such as those developed by the ISSB and GRI.


https://www.brunelpensionpartnership.org/responsible-investment/responsible-investment-policy/?_gl=1*18l2d06*_up*MQ..*_ga*NTA2ODU1OTMyLjE2ODY2NDc0ODg.*_ga_LG0VY5275G*MTY4NjY0NzQ4Ny4xLjAuMTY4NjY0NzQ4Ny4wLjAuMA..
https://www.brunelpensionpartnership.org/responsible-investment/responsible-investment-policy/?_gl=1*18l2d06*_up*MQ..*_ga*NTA2ODU1OTMyLjE2ODY2NDc0ODg.*_ga_LG0VY5275G*MTY4NjY0NzQ4Ny4xLjAuMTY4NjY0NzQ4Ny4wLjAuMA..
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
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Examples
SHOWCASING BELIEFS

= Alongside issue or practice-specific policies, in
its 2023 Responsible Investment Policy, Nordea
outlines the purpose, scope, and structure: “We
believe that it is our fiduciary duty to deliver
returns with responsibility.”

= Inits policy, Norges Bank Investment
Management describes how the purpose of
the fund is linked to sustainable economic,
environment, and social development, before
setting out how it works with companies, how
it influences markets/industries, its approach
to climate and environment along with ethical
guidelines and exclusions.

PRI resources

= PRI Regulation database
= Anintroduction to responsible investment

m  Fiduciary Duty in the 21st Century

m  Understanding and aligning with beneficiaries’
sustainability preferences

1 Examples include the Sustainable Finance Disclosure Regulation (SFDR), the Taskforce for Climate-related Financial Disclosure (TCFD) recommendations, Taskforce on Nature-related
Financial Disclosures, stewardship codes, or the G20/OECD Principles of Corporate Governance.



https://www.nordea.com/en/sustainability/policies-sector-guidelines
https://www.nbim.no/en/responsible-investment/
https://www.unpri.org/policy/regulation-database
https://www.unpri.org/introductory-guides-to-responsible-investment/what-is-responsible-investment/4780.article
https://www.unpri.org/fiduciary-duty/fiduciary-duty-in-the-21st-century-final-report/4998.article
https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/understanding-and-aligning-with-beneficiaries-sustainability-preferences/7497.article
https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/understanding-and-aligning-with-beneficiaries-sustainability-preferences/7497.article
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
https://www.fsb-tcfd.org/recommendations/
https://tnfd.global/
https://tnfd.global/
https://www.oecd.org/corporate/principles-corporate-governance/

INVESTMENT BELIEFS AND STRATEGY

An organisation’s responsible investment policy should
reflect its overall investment beliefs and strategy, as well
as its legal purpose, mission, and stakeholder/beneficiary
interests, as applicable.

Investment managers and asset owners should consider
these, how they might evolve in the future and what the
policy should contain to deliver on them, before drafting the
latter.

Organisations should also identify if they already have
policies on certain operational issues, such as stock lending,
whistleblowing, anti-bribery, and anti-money laundering

- these will either need to exist alongside a responsible
investment policy or be incorporated into (and replaced by)
the latter.

Conflicts of interest - such as those arising from competing
business interests, which could limit how an organisation
implements responsible investment - should also be
considered. Highlighting where this may arise and how it will
be managed is important.

Finally, investors wishing to address specific ESG issues

- such as human rights, biodiversity, and climate change

— or contribute to sustainability outcomes more generally
through their investment and stewardship activities can also
consider if, and how, their investment beliefs and strategy
facilitate this, and how this will be reflected in their policy
documents overall.

This is explored in more detail in What to include in a
responsible investment policy.

NEW TO RESPONSIBLE INVESTMENT?

If elements such as overall investment beliefs and
strategy, legal purpose and mission are not formally
established and documented, organisations should
consider developing these before writing a responsible
investment policy.

This may involve conducting a SWOT analysis that
identifies current and future investment ambitions,
existing investment and ownership practices and
processes, objectives, targets and performance
metrics, resources and skillsets and stakeholder, client,
and beneficiary preferences. This can be undertaken
alongside a materiality analysis.

If internal resources or experience are limited,
organisations could work with an external advisor/
investment consultant, as this may uncover
considerations that may not otherwise be discussed.
The PRI also has several resources that can be used
by organisations new to responsible investment (see
below).

PURSUING SUSTAINABILITY OUTCOMES

As explored in the PRI's A Legal Framework for
Impact work, in some jurisdictions, investors have an
obligation to consider (and mitigate) undiversifiable,
system-level risks derived from sustainability issues
such as climate change, biodiversity loss or social
instability, where doing so can help achieve their legal
purpose. In most cases, this is to achieve financial
objectives. In others, they may be permitted to pursue
sustainability goals in parallel with their financial ones.

Almost two-thirds of signatories that responded

to the PRI's formal consultation, PRI in a Changing
World, indicated that they believe their organisation’s
future responsible investment approach will include

a combination of managing ESG risks and identifying
and acting on sustainability outcomes. Due to
increased demand from clients, wider society, and
action by regulators, there is a growing recognition and
expectation that investors play a key role in responding
to the global sustainability challenges we face.

2 The PRIin a Changing World signatory consultation was conducted in two parts — signatory conversations in the form of workshops and the Signatory General Meeting, between
September and November 2022, and an online survey, which ran from December 2022 and January 2023. The response rate refers to the 1,487 signatories that responded to the

online survey. For more information, see Formal consultations.



https://www.unpri.org/policy/a-legal-framework-for-impact
https://www.unpri.org/policy/a-legal-framework-for-impact
https://dwtyzx6upklss.cloudfront.net/Uploads/q/w/o/pri_in_a_changing_world_board_report_29032023_683142.pdf
https://dwtyzx6upklss.cloudfront.net/Uploads/q/w/o/pri_in_a_changing_world_board_report_29032023_683142.pdf
https://www.unpri.org/about-us/governance/formal-consultations

"The GEPF’s commitment is informed
by the beliefs that:

= sound environmental management
forms an essential part of
sustainable economic growth
and development - the basic
ingredients for corporate
sustainability;

« the mismatch between social and
private financial returns is not
sustainable as the two need to be
aligned if the market system is to
be sustainable;

= enhanced governance mitigates
risks of total corporate failure,
which ultimately leads to
enhanced long-term returns.”

Government Employees Pension Fund (GEPF) Responsible Investment

Policy (2017)

"Respect for the planetis[...] guided
by the recognition that humanity,
and by extension financial markets,
do not adequately value all of the
services and resources that the
natural world currently provides. This
leads to a range of environmental
Issues that pose significant risks not
only for economic stability and future
financial returns, but also the survival
of our global ecosystem.”

Church Commissioners for England Responsible Investment Policy (2022)
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EXAMPLE

Addressing sustainability issues

= Inits 2022 ESG Risk Framework, SwissRe
highlights that it applies the concept of double
materiality, considering the impact it has on
sustainability issues and how it, as an insurer, is
affected by these issues. “Integrating sustainability
risks into the risk management framework means
understanding fully the materiality of sustainability
issues.”

=  |nits 2023 responsible investment policy, Suncorp
highlights its commitment to making a positive
impact on the community and society it operates
in. “Our investment in [...] listed and unlisted
assets seeks to achieve this positive impact
through targeting specific environmental and
social outcomes identified by our commitment
to the UN SDGs.” Potential investments include
green and social impact bonds and renewable
energy infrastructure.

PRI resources

= How to craft an investment strategy
®  Anintroduction to responsible investment

=  Anintroduction to responsible investment: policy,
structure and process

m  Transforming responsible investment policies into
action



https://www.swissre.com/sustainability/risk-management/policies.html
https://www.suncorpgroup.com.au/corporate-responsibility/reports
https://www.gepf.co.za/wp-content/uploads/2019/08/Responsible_Investing_Policy_20170921.pdf
https://www.gepf.co.za/wp-content/uploads/2019/08/Responsible_Investing_Policy_20170921.pdf
https://www.churchofengland.org/about/leadership-and-governance/church-commissioners-england/how-we-are-governed/publications
https://www.unpri.org/asset-owner-resources/asset-owner-strategy-guide-how-to-craft-an-investment-strategy/402.article
https://www.unpri.org/introductory-guides-to-responsible-investment/what-is-responsible-investment/4780.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-policy-structure-and-process/4917.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-policy-structure-and-process/4917.article
https://www.unpri.org/principles-to-practice/transforming-responsible-investment-ri-policies-into-action/11405.article
https://www.unpri.org/principles-to-practice/transforming-responsible-investment-ri-policies-into-action/11405.article

GOVERNANCE, RESOURCES AND
STAKEHOLDER BUY-IN

A responsible investment policy can only be an effective tool
for mandating how an organisation implements its strategy
and beliefs if it is supported by effective governance
structures.

Investors should consider who in the organisation will be
accountable for approving and then implementing the
policy and achieving its commitments, whether appropriate
systems are in place to facilitate this and identify if any
responsible investment training is needed for relevant staff.

Internally, the following roles could be responsible for the
oversight, day-to-day execution and management of the

policy:

= Board of Trustees/Directors: Responsible for providing
strategic development, overseeing the policy, and
reviewing whether it is working to meet the objectives.

= Investment Committee: Responsible for overseeing
policy execution and implementation.

= Chief Executive Officer: Responsible for policy
approval; monitoring policy execution.

= Chief Investment Officer: Responsible for the
development and implementation of responsible
investment throughout the investment chain.

= Chief Financial Officer/Chief Risk Officer: Responsible
for executing risk management and measuring ESG
risks in applicable portfolios.

= Investment teams: Responsible for executing policy in
every investment decision.

= ESG and stewardship specialists and committees:
Responsible for specific input on ESG issues and
investment approaches that incorporate ESG factors
and reviewing all stages of the investment process.

= Compliance team: Responsible for ensuring practices
and processes meet an organisation’s own standards
and any relevant responsible-investment regulation.

It is important to describe the function that each team or
individual plays, how they interact with each other and the
process for decision making. There are other functions that
will be responsible for communicating the activities and
outcomes of the policy and ensuring the material is clear,
fair, and not misleading.

It is leading practice for investors to set KPIs tied to
implementing the policy, decide who would be accountable
for meeting them and whether they would be linked to
remuneration. Examples include setting KPIs linked to the
Principle Adverse Impacts and or to positive contributions
made by funds that consider sustainability risks under SFDR,
some of which are mandatory under the regulation.

EXAMPLE

Implementing responsible investment

In its responsible investment policy, CSOP Asset
Management has a chapter focused on how its
responsible investment policy and practices are carried
out. It describes the responsibilities of the investment
committee, research and equity departments, how
other departments cooperate in implementing the
policy, how responsible investment performance is
evaluated and how capacity is built to ensure the
policy is fully understood internally, including through
professional training, subject matter expert and
portfolio manager discussions and use of third-party
ESG data, ratings and research.



https://www.csopasset.com/en/about/overview

Asset owners that work with third-party managers

or service providers to implement some or all of their
responsible investment activities should consider the
following to ensure effective governance arrangements are
in place:

Mandates: How investment mandates are developed
and agreed to align with their own policies, beneficiary
interests and long-term objectives. Example clauses
can be found in the International Corporate Governance

Network Model Mandate guidance.

Manager selection: The criteria used for manager
selection (e.g., alignment of interests/beliefs, fee
structures, ESG expertise, governance structure).

ESG requirements: Any requirements for managers to
have a responsible investment policy or comply with the
asset owner’s, to demonstrate their competency in ESG
incorporation or promote responsible investment (e.g.,
through PRI membership).

Risk and compliance: The risk management and
compliance roles and responsibilities that the external
managers/service providers have in place to implement
policies and objectives.

Monitoring: How asset owners will oversee and engage
with external managers/service providers to ensure
their expectations are met.

EXAMPLE

Manager selection criteria

In its Life & Pensions Responsible Investment Policy,
Nordea outlines the criteria it uses to assess the ESG
capabilities and practices of potential managers. These
include ESG philosophy and integration, internal ESG
research, ESG and sustainability policies, targets and
commitments, dedicated ESG resources and reporting
capabilities, voting and engagement practices. Nordea
rates managers based on these criteria and will only
select those that meet a required rating within the
specific asset class.
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Identifying the resources needed to apply a policy prior to
writing it will ensure the organisation has time to make any
necessary adjustments.

Writing and implementing a responsible investment

policy effectively also requires support from a range of
stakeholders. These include internal stakeholders, such as
senior executives, board members and investment staff,
and external ones, such as beneficiaries, clients, and service
providers.

For asset owners, understanding beneficiaries’ ESG and
sustainability preferences is increasingly important, — as
the PRI's report on the issue explores. Where appropriate
and consistent with fiduciary obligations, they should
look to incorporate these preferences in their responsible
investment policies.

Investment managers should also consider how their policies
align with their clients’ interests and objectives.

Asset owners can also review external managers’ policies,
their PRI reporting, and use the due diligence questionnaires
and the technical guides below to ensure alignment of
interests and that policy objectives are being met.

PRI resources

PRI Academy courses

Policy, governance, and strategy module reporting
guidance

Asset owner Due Diligence Questionnaires

Understanding and aligning with

beneficiaries’sustainability preferences

An introduction to responsible investment:
selecting, appointing, and monitoring investment
managers

Asset owner technical guides on investment
manager selection, appointment and monitoring

ESG integration in listed equity: A technical guide

External resources
s CFA Institute certificate in ESG investing

®m International Corporate Governance Network
— Global Investors for Sustainability and
Development Alliance Model Mandate guidance



https://www.nordea.com/en/sustainability/policies-sector-guidelines
https://www.icgn.org/icgn-gisd-alliance-model-mandate-guidance
https://www.icgn.org/icgn-gisd-alliance-model-mandate-guidance
https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/understanding-and-aligning-with-beneficiaries-sustainability-preferences/7497.article
https://priacademy.org/
https://dwtyzx6upklss.cloudfront.net/Uploads/j/i/o/02_pgs_january_2023_888138.pdf
https://dwtyzx6upklss.cloudfront.net/Uploads/j/i/o/02_pgs_january_2023_888138.pdf
https://www.unpri.org/investment-tools/asset-owner-resources/asset-owner-ddqs
https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/understanding-and-aligning-with-beneficiaries-sustainability-preferences/7497.article
https://www.unpri.org/strategy-policy-and-strategic-asset-allocation/understanding-and-aligning-with-beneficiaries-sustainability-preferences/7497.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-selecting-appointing-and-monitoring-investment-managers/7093.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-selecting-appointing-and-monitoring-investment-managers/7093.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-selecting-appointing-and-monitoring-investment-managers/7093.article
https://www.unpri.org/manager-selection/asset-owner-guide-investment-manager-selection/6573.article
https://www.unpri.org/manager-appointment/asset-owner-guide-investment-manager-appointment/6574.article
https://www.unpri.org/manager-monitoring/asset-owner-guide-investment-manager-monitoring/6575.article
https://www.unpri.org/listed-equity/esg-integration-in-listed-equity-a-technical-guide/11273.article
https://www.cfainstitute.org/en/programs/esg-investing
https://www.icgn.org/icgn-gisd-alliance-model-mandate-guidance
https://www.icgn.org/icgn-gisd-alliance-model-mandate-guidance
https://www.icgn.org/icgn-gisd-alliance-model-mandate-guidance

UNDERTAKE A PEER REVIEW

Understanding what peers are doing can help align with
leading practice when preparing to develop a policy.
Investors can consider the pros and cons of the approaches
they encounter:

= How does the (proposed) policy structure compare to
peers?

= How do peers involve stakeholders in the design of
policies - for example, how are beneficiary and client
preferences considered and incorporated?

= How are ESG risks or opportunities defined, identified,
valued and considered by peers in their investment and
stewardship decisions?

= What, if anything, have peers done to effect real-
world outcomes in their investment and stewardship
activities?

Investors can use the responses to indicators in the Policy
Strategy, and Governance module of the PRI’s Reporting
Framework, as outlined in the appendix, to inform areas

of their own policies, and to review peers and external
managers’ approaches. They can also refer to the policy
examples we highlight in Evolving responsible investment
policies and practices (Figures 4 and 5), as well as accessing
any Transparency Reports made public by signatory peers
through the PRI website and Data Portal.



https://dwtyzx6upklss.cloudfront.net/Uploads/j/i/o/02_pgs_january_2023_888138.pdf
https://dwtyzx6upklss.cloudfront.net/Uploads/j/i/o/02_pgs_january_2023_888138.pdf
https://www.unpri.org/signatories/reporting-and-assessment
https://www.unpri.org/signatories/reporting-and-assessment
https://www.unpri.org/signatories/reporting-and-assessment/public-signatory-reports
https://ctp.unpri.org/dataportalv2
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WHAT TO INCLUDE IN A POLICY

This section details the main components of a
responsible investment policy, including examples, that
asset owners and investment managers could cover in
their document(s).

Relevant PRI Reporting Framework modules

Policy, governance and strategy (PGS)

Manager selection, appointment and monitoring (SAM)
Asset class modules

Sustainability outcomes (SO)

There are many components that asset owners and
investment managers can choose to include in their
investment policies, and these will vary in detail depending
on their level of responsible investment experience and
whether the policy is an all-encompassing document or
something that complements other policies and statements,
among other factors.

They can be concise and overarching, with supporting
aspects such as process, verification and assurance,
or sustainability issue strategies, detailed in separate
documents that may be updated more frequently.

Investors with more advanced practices will likely build
on policy and process statements that describe an overall
approach to investment decision making or stewardship,
with more granular descriptions of how they track and
assess issue-specific activities and outcomes.

The following are examples of the different sections of a
responsible investment policy, and what can be included.

INTRODUCTION

The introductory section of a policy should state the
organisation’s motives for developing it, and the beliefs,
objectives, and stakeholder, client, or beneficiary needs that
underpin it. It should also describe the policy’s scope and
any investment products/strategies/businesses it does not
apply to.

It could include background information on how the policy
was developed (see What to consider before writing a
policy) and who was involved in its preparation and design.
For example, if a working group developed the policy, the
introduction could highlight the group’s objective and
members.

The introduction should also make clear whether this policy
is part of a broader investment policy or if it is a separate
document, and whether the organisation has any other
guidelines, statements, or strategies that relate to it — for
example, on issues such as climate change, human rights,
biodiversity, or diversity, equity and inclusion, or specific
practices such as stewardship.

There are sections in the PGS module of the PRI Reporting
Framework on these elements. It is considered good
practice for signatories to have a clear approach to

these issues in their responsible investment policies and
guidelines, with detailed separate documents where needed,
and to make links between them where relevant.

Organisations can also outline how they will comply with
and monitor the policy — identifying who is responsible

for its implementation and assurance, how often it will be
reviewed and any guidelines on how potential breaches are
addressed. These issues could also be outlined in a separate
section (see Monitoring and review).



https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article

A COMMITMENT TO HUMAN RIGHTS

The UN Guiding Principles on Business & Human Rights
(UNGPs) require institutional investors to exercise a
three-part responsibility to respect human rights, the
first of which is a policy commitment:

“Investors should establish a policy commitment to
respect human rights, approved at the most senior
level and embedded throughout the organisation to
inform investment decisions, stewardship, and policy
dialogues.”

Once this is in place, the relevant due diligence,
mitigation, engagement with stakeholders (e.g.,
investees, civil society, NGOs, indigenous peoples, local
communities, suppliers, and workers), and remedy
processes and procedures can be implemented:

“Investors should manage actual and potential
negative human rights outcomes; such considerations
should be reflected in investors’ investment decision-
making processes, including in portfolio construction,
security selection and allocation, and / or in selecting,
appointing, and monitoring external managers / funds
and other service providers.

Investors should enable or provide access to remedy
for people affected by their investment decisions. For
outcomes that investors are directly linked to through
an investee, investors should ensure that investees
provide access to remedy for people affected.”

Organisations should consider human rights
commitments when writing a responsible investment
policy so they can set out their approach and
governance and exercise their responsibilities across
their investment activities. There has also been
momentum in governments championing human rights
and embedding their expectations of investors into law
and regulation.

Investor human rights policy commitments: an overview
highlights that a policy commitment closely aligned with
the UNGPs is one that is:

= approved at the most senior level of the business;

= informed by relevant internal and / or external
expertise;

= integrated in governance frameworks, management
systems, investment beliefs, [other] policies
and strategy to inform investment decisions,
stewardship of investees and policy dialogue; and

= publicly available and communicated to all relevant
parties.

The report also features a database of human rights
policies that readers can refer to.

EXAMPLE

Next Energy Capital has a standalone position
statement on human rights. It describes the role of
human rights in its sustainability framework, the over-
arching principles used and how it implements these
principles throughout its investment process and
operations. “We consider leading the transition to clean
energy and achieving net-zero ambitions goes hand-in-
hand with sustainable development, poverty alleviation,
and the reduction of inequality.”



https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.unpri.org/human-rights/investor-human-rights-policy-commitments-an-overview/10501.article
https://www.unpri.org/human-rights/investor-human-rights-policy-commitments-an-overview/10501.article
https://www.nextenergycapital.com/sustainability/sustainable-investing/
https://www.nextenergycapital.com/sustainability/sustainable-investing/
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A COMMITMENT TO BIODIVERSITY

Adopted at the UN Biodiversity Conference COP15 in
late 2022, the Kunming-Montreal Global Biodiversity
Framework aims to halt and reverse biodiversity loss
by 2030. It calls for public and private financial flows to
be aligned with that mission, providing a clear mandate
for institutional investors to integrate biodiversity
considerations in their responsible investment policies.

A policy commitment closely aligned with the Global
Biodiversity Framework could contain or address the
following:

= Definitions and standards: key definitions
aligned with industry standards/leading practice
(e.g., deforestation according to Accountability
Framework Initiative, nature-related risks
according to the Taskforce on Nature-related
Financial Disclosures);

= Scope: such as which biodiversity loss drivers or
sectors are covered, targeted commitments on
reducing/eliminating deforestation and other
natural land conversion, avoiding negative impacts
on protected or key biodiversity areas;

= Assessment: how biodiversity or nature
dependencies, impacts and risks will be assessed,
monitored and disclosed across the portfolio;

= Stakeholders: recognising Indigenous Peoples and
local communities as key protectors of the land
and nature, and adhering to the principles of free,
prior and informed consent;

= Capital allocation: how investment towards
reversing biodiversity loss will be increased, what
type of climate finance will be used (e.g., nature-
based solutions);

= Stewardship: how effective strategies, including
collaboration, can be used to influence investees,
policy makers, and other financial actors.

EXAMPLE

Impax Asset Management has a dedicated Nature
Biodiversity and Deforestation policy that outlines
how it approaches managing nature-related risks in
investments, what it aims to achieve when engaging
with investee companies and issuers and how it
approaches policy advocacy on these topics.

"LGIM has a crucial role to play

in holding investee companies to
account for understanding the
biodiversity risks and opportunities
that they are exposed or contributing
to, and in providing relevant
disclosure on these issues. In
addition, in our role as an owner
and manager of direct investments,
we recoghnise our responsibility to
protect and enhance biodiversity."

Legal & General Investment Management Biodiversity policy (2021)



https://www.cbd.int/gbf/
https://www.cbd.int/gbf/
https://tnfd.global/
https://tnfd.global/
https://impaxam.com/investment-philosophy/environmental-social-and-governance-risk-management/
https://impaxam.com/investment-philosophy/environmental-social-and-governance-risk-management/
https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/lgim-biodiversity-policy.pdf

DEVELOPING AND UPDATING A RESPONSIBLE INVESTMENT POLICY

A COMMITMENT TO CLIMATE

Investors are directly and indirectly exposed to policy,
legal, technological, market, and reputational transition
risks related to climate change, as well as to acute
and chronic physical risks. Investors can also benefit
from climate-related opportunities linked to resource
efficiency, energy services and resilience-related
products and services. These risks and opportunities
may affect investors and investees’ revenues,
expenditures, assets and liabilities, capital, and
financing. An introduction to responsible investment:
climate change for asset owners is a good starting
point, along with the resources at the end of this
section.

To be aligned with the recommendations of the TCFD,
investors should describe their approach to assessing
climate-related risks and opportunities, and how these
are embedded in their governance processes, strategy,
risk management (including through scenario analysis),
and the associated metrics and targets used. They
should also consider specific climate-related issues
potentially arising over time that could have a material
financial impact on the organisation.

When considering climate commitments in a
responsible investment policy, the following could be
covered:

= Climate targets set by trustees or oversight board

= How these commitments and activities will reduce
real-world emissions

= Beneficiary or client expectations

= |[nitiatives or frameworks aligned with climate
ambitions and policy

= Influence of regulatory environment

= Impact of the just transition on investment
decision making

= Disclosure of greenhouse gas emission data
including frequency

EXAMPLE

Allianz references climate change throughout its ESG
integration framework and environmental guidelines,
as well as having a separate climate change strategy.
It has position statements on certain high-emitting
sectors and is part of the Net Zero Asset Owner
Alliance, while its sustainability reports are aligned
with the TCFD recommendations.

"The climate crisis is the greatest
threat facing our planet. Taking
action now is the best thing we can
do for our customers, business,
shareholders and future.

In March 2021 we announced our
demanding climate goals to:

» become a net-zero company by
2040

» achieve a 25% reduction in [asset
carbon intensity] by 2025, and
60% by 2030

« have net-zero operations and
supply chain by 2030"

Aviva Investors Climate Transition Plan (2021)



https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-climate-change-for-asset-owners/5981.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-climate-change-for-asset-owners/5981.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-climate-metrics/10130.article
https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/responsibility/documents/Allianz_ESG_Integration_Framework.pdf
https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/responsibility/documents/Allianz_ESG_Integration_Framework.pdf
https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/sustainability/documents/Group_Environmental_Guideline_April_2021.pdf
https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/responsibility/documents/201909_Allianz_Climate_Change_Strategy.pdf
https://www.unepfi.org/net-zero-alliance/
https://www.unepfi.org/net-zero-alliance/
https://www.aviva.com/sustainability/climate/

PRI resources
m  Policy, governance and strategy module reporting
guidance

Introduction to responsible investment:
Stewardshi

Investor human rights policy commitments: an
overview

Climate risk: An investor resource guide

An introduction to responsible investment: climate
change for asset owners

Why and how investors should act on human
rights

How to identify human rights risks: A practical
guide in due diligence

Human rights due diligence for private markets

investors: a technical guide

Incorporating climate changes in private markets
Sustainability outcomes resources

Climate data and net zero: Closing the gap on
investors’data needs

Other PRI climate change resources

External resources

Investing in renewable energy to power a just
transition: a practical guide for investors
ICAPS guidance and Expectations Ladder

TCFD metrics and targets

A TECHNICAL GUIDE | 2023


■	Policy, governance and strategy module reporting guidance
■	Policy, governance and strategy module reporting guidance
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-stewardship/7228.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-stewardship/7228.article
https://www.unpri.org/human-rights/investor-human-rights-policy-commitments-an-overview/10501.article
https://www.unpri.org/human-rights/investor-human-rights-policy-commitments-an-overview/10501.article
https://www.unpri.org/climate-change/climate-risk-an-investor-resource-guide/9329.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-climate-change-for-asset-owners/5981.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-climate-change-for-asset-owners/5981.article
https://www.unpri.org/human-rights/why-and-how-investors-should-act-on-human-rights/6636.article
https://www.unpri.org/human-rights/why-and-how-investors-should-act-on-human-rights/6636.article
https://www.unpri.org/human-rights/how-to-identify-human-rights-risks-a-practical-guide-in-due-diligence/11457.article
https://www.unpri.org/human-rights/how-to-identify-human-rights-risks-a-practical-guide-in-due-diligence/11457.article
https://www.unpri.org/download?ac=18682
https://www.unpri.org/download?ac=18682
https://www.unpri.org/climate-change-for-private-markets/incorporating-climate-change-in-private-markets-an-investor-resource-guide/10177.article
https://www.unpri.org/sustainability-issues/sustainability-outcomes
https://www.unpri.org/driving-meaningful-data/climate-data-and-net-zero-closing-the-gap-on-investors-data-needs/11698.article#Executive_summary
https://www.unpri.org/driving-meaningful-data/climate-data-and-net-zero-closing-the-gap-on-investors-data-needs/11698.article#Executive_summary
https://www.unpri.org/sustainability-issues/climate-change
https://www.business-humanrights.org/en/from-us/briefings/investing-in-renewable-energy-to-power-a-just-transition-a-practical-guide-for-investors/
https://www.business-humanrights.org/en/from-us/briefings/investing-in-renewable-energy-to-power-a-just-transition-a-practical-guide-for-investors/
https://www.unepfi.org/industries/investment/investor-agenda-partners-publish-updated-investor-climate-action-plans-expectation-ladder/#:~:text=The%20ICAPs%20Expectations%20Ladder%20is,the%20latest%20science%20and%20guidance.
https://www.tcfdhub.org/metrics-and-targets/

DEVELOPING AND UPDATING A RESPONSIBLE INVESTMENT POLICY

DEFINITIONS

This section of a policy could include definitions of some of
the key terms and acronyms used in the document, such as:

= Responsible investment
= Investment objectives

= ESG factors

= Stewardship

= Sustainability outcomes

PRI resources

= Reporting Framework glossary

INVESTMENT GUIDELINES AND
OBJECTIVES

This section should set out an organisation’s core
investment guidelines and objectives and how it will
incorporate ESG considerations within them. It could outline
any specific targets it has (e.g., reducing the carbon or
biodiversity footprint of its portfolio(s), implementing the
UNGPs, contributing to the Sustainable Development Goals)
and what it needs to do to achieve them.

If an organisation is pursuing sustainability outcomes and/
or systematic sustainability issues, these guidelines can
describe the rationale for doing so - including any regulatory
drivers and how this relates and contributes to its broader
investment beliefs, strategy and objectives (See Investment
beliefs and strategy).

Investment managers and asset owners could consider
including:

= Conflict of interest guidelines. How conflicts will
be identified, managed, and monitored in investment
decision making and stewardship activities across funds,
asset classes, and team incentive structures.

= Third-party manager / service provider guidelines.
These could stipulate any responsible investment
expectations or requirements that asset owners
have of their third-party investment managers or
investment consultants, or the processes they use to
select, appoint or monitor these, such as including ESG
clauses in investment management agreements or using
responsible investment due diligence questionnaires.

= Minimum ESG standards for investees. These can vary
in detail, ranging from high-level statements to detailed
expectations that investees should adhere to, such as
environmental management standard 1ISO14001, or
human rights frameworks. They could also include how
investees should approach supplier and supply chain
due diligence.

= Asset class guidelines. These can highlight where a
responsible investment approach differs according to
asset class, or which asset classes the policy applies to
if the overall approach is broader.

EXAMPLE

Expectations for different asset classes

StepStone Group’s responsible investment policy
covers all asset classes and strategies globally. The
private markets manager has developed a series
of guidelines to tailor its approach, with dedicated
responsible investment workgroups for each asset
class it invests in, directly and through external
investment managers.



https://sdgs.un.org/goals
https://www.unpri.org/reporting-and-assessment/reporting-framework-glossary/6937.article
https://www.unpri.org/reporting-and-assessment/reporting-framework-glossary/6937.article
https://www.unpri.org/reporting-and-assessment/reporting-framework-glossary/6937.article
https://www.unpri.org/investment-tools/asset-owner-resources/asset-owner-ddqs
https://www.iso.org/iso-14001-environmental-management.html
https://www.stepstonegroup.com/wp-content/uploads/2022/10/StepStone-Responsible-Investment-Policy-October-2022.pdf

Asset allocation guidelines. These can outline which
asset allocation approach an organisation uses, how
asset allocation decisions help meet investment
objectives and how ESG considerations contribute to
these - for example, whether specific asset allocation
targets are expected to contribute towards real-world
outcomes and how they might do so.

Risk management guidelines. These can describe

an organisation’s overarching risk philosophy and
tolerance, focusing on market (e.g., liquidity, legal,
political, regulatory), counterparty and ESG risks. For
example, how asset allocation or portfolio construction
reflect risk budgets or how material ESG risks will be
identified, measured, and addressed.

Scenario analysis. This could describe how scenario
analysis and/or modelling of specific ESG factors or
trends (e.g., climate-related risks, biodiversity loss,
demographic shifts) is used to calculate the risk profile

of a portfolio and the impact this might have on returns.

Hedging and derivatives. This could describe whether
derivative instruments are used and how (e.g., for long
or short positions), for which purpose (e.g., to reflect a
position on an ESG issue, for market efficiency, for risk
management), which instruments are permitted and
the desired hedging ratios for specific asset classes, if
applicable, and the link between ESG considerations
and valuations.

EXAMPLE

Engaging with sub-investment managers

Brummer & Partners emphasises engagement

with sub-investment managers in its Responsible
Investment Policy for Brummer Multi-Strategy,
including on the consideration of ESG factors and the
SDGs in investment decisions. Investment restrictions
include long exposure to companies involved in
thermal coal and avoiding companies in violation of
international norms on human rights, labour rights,
the environment and anti-corruption for example, but
short exposure is not restricted as companies with
ESG issues may be typical shorting candidates.
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Leverage guidelines. These can describe the
organisation’s approach to using leverage, including
the maximum level permitted for each asset class or
strategy, and how this is measured and monitored.

Treasury management guidelines. Where applicable,
these can outline how ESG considerations inform
collateral or cash management processes.

Return objectives. These can identify how ESG factors
are considered in portfolio, or asset class, return targets,
any benchmarks used to measure portfolio or fund
performance, and associated tracking errors.

Investment/trading style guidelines. These

can describe the different investment or trading
approaches/strategies that a portfolio or fund may
use (e.g., active or passive; fundamental or technical;
value or growth; market capitalisation; quantitative or
discretionary), their investment time horizon, the ratio
of internal to externally managed assets if applicable,
and how ESG considerations impact these elements.

PRI resources

Asset owner technical guides on investment
manager selection, appointment and monitoring

Asset owner due diligence questionnaires

Investment consultants and ESG: An asset owner
guide

Embedding ESG issues into strategic asset
allocation frameworks: A discussion paper

Implications for strategic asset allocation
Asset class-specific resources
Sustainability outcomes resources

A Legal Framework for Impact

External resource

International Corporate Governance Network

— Global Investors for Sustainability and
Development Alliance Model Mandate guidance



https://www.unpri.org/manager-selection/asset-owner-guide-investment-manager-selection/6573.article
https://www.unpri.org/manager-appointment/asset-owner-guide-investment-manager-appointment/6574.article
https://www.unpri.org/manager-monitoring/asset-owner-guide-investment-manager-monitoring/6575.article
https://www.unpri.org/investment-tools/asset-owner-resources/asset-owner-ddqs
https://www.unpri.org/asset-owner-resources/investment-consultants-and-esg-an-asset-owner-guide/4577.article
https://www.unpri.org/asset-owner-resources/investment-consultants-and-esg-an-asset-owner-guide/4577.article
https://www.unpri.org/embedding-esg-issues-into-strategic-asset-allocation-frameworks-discussion-paper/4815.article
https://www.unpri.org/embedding-esg-issues-into-strategic-asset-allocation-frameworks-discussion-paper/4815.article
https://www.unpri.org/inevitable-policy-response-archive/implications-for-strategic-asset-allocation/5191.article
https://www.unpri.org/investment-tools
https://www.unpri.org/sustainability-issues/sustainability-outcomes
https://www.unpri.org/policy/a-legal-framework-for-impact/4519.article
https://www.icgn.org/icgn-gisd-alliance-model-mandate-guidance
https://www.icgn.org/icgn-gisd-alliance-model-mandate-guidance
https://www.icgn.org/icgn-gisd-alliance-model-mandate-guidance
https://www.brummer.se/globalassets/document/swedish/other/hallbarhet/responsible-investment-policy_bms.pdf
https://www.brummer.se/globalassets/document/swedish/other/hallbarhet/responsible-investment-policy_bms.pdf

ESG INCORPORATION

This section should outline the ESG incorporation approach(es) that an organisation uses in its investment process, such as

those shown in Figure 6.

Figure 6:

Screening involves applying
filters to a universe of securities,
issuers, sectors or other financial
instruments to decide whether to
consider them for investment.

It is based on criteria, such as an
investor’s preferences or specific
investment metrics, set out in an
investment process or that reflect a
client or fund mandate.

Screening can be positive, norms-
based or negative.

N

ESG integration involves considering
ESG issues in investment analysis
and decisions to better manage risks
and improve returns.

o

Thematic investing involves looking
for opportunities created by long-
term ESG trends, such as the move
towards renewable energy or
circular economies. This could mean
selecting a thematic product, such
as a fund or index, or constructing a
portfolio around such a trend.

Whichever ESG incorporation approach (or combination)
an organisation chooses to take should be informed by its
overarching responsible investment strategy and beliefs,
which should be outlined earlier in its policy. How these
approaches interact with stewardship should also be

considered.

In discussing the approaches used, organisations could

consider including information on:

= Scope - whether they apply to all types of asset classes
and investments or a proportion of them and how
this is determined, i.e., by geographic region, security,

product).

= Client or beneficiary preferences — whether these
have informed the approaches taken; and how.

= Objectives — how the approaches taken contribute to
any broader objectives outlined in the policy, or whether
they are linked to any specific objectives or outcomes,

such as contributing to the UN SDGs.

= Monitoring — how the results, controversies,
performance or sustainability outcomes of an approach
are measured, tracked, and reported on and audited.
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EXAMPLE

Screening

In its 2023 Sustainable and Responsible Investment
Policy, Active Super outlines its investment
restrictions. These include not making investments in
companies that:

= derive any revenues from controversial weapons
or tobacco-related activities;

derive 10% or more of their revenues from
armaments, gambling, old growth logging or
uranium mining/nuclear activities;

derive 33.3% or more of their revenues from high
carbon-sensitive activities; or

exhibit a high ESG risk profile and poor
management of these risks.

This approach applies to listed domestic and
international equities.

The superannuation fund also notes that, where
possible, it will aim to include these restrictions in
investment management agreements, and to apply
them to other asset classes, such as fixed income and
unlisted assets.

EXAMPLE

Thematic investing

Robeco’s 2022 Sustainability Policy includes three
thematic chapters — on climate change, human rights
and diversity and biodiversity and palm oil - that
describe how the investment manager approaches
these issues in its commitments, integration,
governance and active ownership. These themes also
feed into a range of sustainable impact strategies
targeting investments that contribute to the UN SDGs.

EXAMPLE

Identifying controversies

In its 2021 Sustainable Investment Policy, Sura
Investment Management outlines its approach to
evaluating ESG controversies as part of investment
decision making and active ownership, citing 16
examples of controversies that can arise due to ESG
incidents or controversial sectors and economic
activities.

EXAMPLE

ESG integration

Trinetra Investment Management details in its 2023
Responsible investing and ESG policy how it integrates
sustainability and ESG considerations throughout

its decision making, including research, security
selection, engagement, escalation and voting. “ESG
[is] a deciding factor in risk adjusting returns and
determining position sizing.”

PRI resources

Asset class-specific resources

A technical guide for ESG integration for equity
investing

An introduction to responsible investment

An introduction to responsible investment:
screening

Investing with SDG outcomes: A five-part

framework

How to identify human rights risks: A practical
guide in due diligence

External resource

m  Global Impact Investing Network resources
= |mpact Management Platform



https://www.activesuper.com.au/invest-responsibly/responsible-investment/latest-reports-and-policies/
https://www.activesuper.com.au/invest-responsibly/responsible-investment/latest-reports-and-policies/
https://im.sura-am.com/es/nosotros/inversion-sostenible
https://www.trinetra-im.com/responsible-investing
https://www.robeco.com/en-uk/sustainable-investing
https://www.unpri.org/investment-tools
https://www.unpri.org/listed-equity/esg-integration-in-listed-equity-a-technical-guide/11273.article
https://www.unpri.org/listed-equity/esg-integration-in-listed-equity-a-technical-guide/11273.article
https://www.unpri.org/introductory-guidhttps:/www.unpri.org/introductory-guides-to-responsible-investment/what-is-responsible-investment/4780.articlees-to-responsible-investment/what-is-responsible-investment/4780.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-screening/5834.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-screening/5834.article
https://www.unpri.org/sustainable-development-goals/investing-with-sdg-outcomes-a-five-part-framework/5895.article
https://www.unpri.org/sustainable-development-goals/investing-with-sdg-outcomes-a-five-part-framework/5895.article
https://www.unpri.org/human-rights/how-to-identify-human-rights-risks-a-practical-guide-in-due-diligence/11457.article
https://www.unpri.org/human-rights/how-to-identify-human-rights-risks-a-practical-guide-in-due-diligence/11457.article
https://thegiin.org/research-and-opinions/
https://impactmanagementplatform.org/

STEWARDSHIP

This section should outline an organisation’s approach to
stewardship (also known as active ownership) and how this
contributes to its responsible investment objectives and
beliefs overall, including any sustainability outcomes that it
is pursuing. Investment managers and asset owners could
include:

= Stewardship codes or guidelines that the organisation
must adhere to

= Stewardship aims

= Prioritisation of the organisation’s resources and
efforts

= ESG expectations for investees or managers engaged
with
= Asset class guidelines for stewardship activities

= Systematic and system level risks targeted by
stewardship activities

= Links between stewardship activities and investment
decision making

= Results of stewardship activities, how they are
measured and reported to clients, beneficiaries, or
other stakeholders

"Voting and engagement [are] a
cornerstone of our [responsible
investment] activities. We take the
legal right to vote seriously and
exercise it in a way consistent with
our publicly disclosed objectives and
policy positions. How we vote is one
way of providing investee companies
with an indication of our views as
shareholders, as well as to the wider
market."

Greater Manchester Pension Fund responsible investment policy

The following elements of a stewardship approach could
also be included:

= (Proxy) voting guidelines. These could describe how
an organisation uses its voting rights, if applicable,
whether it has a voting policy and/or declares its voting
intentions and rationales publicly, and how it records
and monitors its voting activity.

= Bilateral engagement guidelines. These could include
how an organisation identifies a) target investees
and b) the ESG risks and opportunities to prioritise in
engagement; specific engagement methods used and
how these reflect their influence and expertise (e.g.,
whether they are a shareholder, bondholder or occupy
a board seat); approaches to escalation and divestment
and how these will be applied.

= Collaborative engagement guidelines. These could
describe when collaborative engagement is used and
how it contributes to overall investment or stewardship
objectives. They could also highlight examples of
collaborative engagements the organisation is already
involved in, such as Climate Action 100+, Advance or
the Collaborative Sovereign Engagement on Climate
Change.

= Public policy engagement guidelines. These could
outline an organisation’s approach to public policy
and regulator dialogue, what public policy areas it
engages on (e.g., sustainability themes or systemic
risks; reporting and disclosure frameworks). They could
also cover public policy engagement expectations for
investees, third-party managers, or trade associations.

= Third-party manager/service provider engagement
guidelines. These could detail how service providers or
third-party investment managers are used to execute
stewardship activities, if applicable. They could include
any voting and engagement standards/frameworks
that need to be adhered to, information on the degree
and frequency of information expected, and how the
relevant third parties will be monitored or engaged with.

3 Some investors might opt to have a standalone stewardship policy. The guidance outlined above could be used to inform standalone policies or be used to summarise the approach

detailed in such a document.


https://www.climateaction100.org/
https://www.unpri.org/investment-tools/stewardship/advance
https://www.unpri.org/collaborative-engagements/collaborative-sovereign-engagement-on-climate-change/10525.article
https://www.unpri.org/collaborative-engagements/collaborative-sovereign-engagement-on-climate-change/10525.article
https://www.gmpf.org.uk/about/how-does-gmpf-invest

EXAMPLE

Stewardship and advocacy policy

Boston Common Asset Management has a
standalone policy covering its stewardship approach,
which is focused on three “strategic pillars”, alongside
governance, SDG alignment and ad hoc topical
considerations. The policy details how the investment
manager engages with companies through sustained
dialogue, its approach to proxy voting, shareholder
proposals and public policy advocacy. The document
also covers its approach to collaborative initiatives
and how it reports on its engagement and other
stewardship activities.

PRI resources

= Making voting count: principles-based voting on
shareholder resolutions

Discussing divestment: Developing an approach
when pursuing sustainability outcomes in listed
equities

A guide to filing impactful shareholder resolutions

Evaluating managers’ stewardship for
sustainability

A sustainable finance policy engagement
handbook

Issue-specific stewardship resources
Collaboration platform
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https://bostoncommonasset.com/philosophy/
https://www.unpri.org/stewardship/making-voting-count-principle-based-voting-on-shareholder-resolutions/7311.article
https://www.unpri.org/stewardship/making-voting-count-principle-based-voting-on-shareholder-resolutions/7311.article
https://www.unpri.org/stewardship/discussing-divestment-developing-an-approach-when-pursuing-sustainability-outcomes-in-listed-equities/9594.article
https://www.unpri.org/stewardship/discussing-divestment-developing-an-approach-when-pursuing-sustainability-outcomes-in-listed-equities/9594.article
https://www.unpri.org/stewardship/discussing-divestment-developing-an-approach-when-pursuing-sustainability-outcomes-in-listed-equities/9594.article
https://www.unpri.org/filing-shareholder-proposals/a-guide-to-filing-impactful-shareholder-resolutions/10995.article
https://www.unpri.org/active-ownership-20/evaluating-managers-stewardship-for-sustainability/11697.article
https://www.unpri.org/active-ownership-20/evaluating-managers-stewardship-for-sustainability/11697.article
https://www.unpri.org/policy/policy-engagement-handbook
https://www.unpri.org/policy/policy-engagement-handbook
https://www.unpri.org/investment-tools/stewardship/issue-specific-stewardship-guides
https://collaborate.unpri.org/
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POSITION STATEMENTS

If an asset owner or investment manager has a position

on an ESG issue, or if it has made an organisation-wide
commitment to comply with a particular sustainability
initiative or framework, then it can choose to highlight it in a
dedicated section. This can be instead of, or complementary
to, any overarching statements on these that may be

included in a policy introduction or in standalone documents.

The section could include a commitment to transition

a portfolio to net-zero emissions to align with the Paris
Agreement or to adhere to the OECD Guidelines for
Multinational Enterprises, the UN Global Compact, the
Global Biodiversity Framework, or the UNGPs. If there are
exceptions to applying the relevant position or commitment,
these should also be outlined.

EXAMPLE

The Construction and Building Unions
Superannuation Fund references a climate
change position statement in its responsible
investment policy that guides its integration of
climate change considerations. The statement
has been approved by the trustee board and is
reviewed as needed. “T[he] Trustee believes
that climate change creates [...] investment risks
and opportunities for the Fund’s investments
and reflects the need to advocate for an orderly
transition to a climate resilient economy.”

The Greater Manchester Pension Fund outlines
its core positions on several ESG themes in its
responsible investment policy. These include
climate change, other environmental issues

such as deforestation and water, employment
standards and human rights, corporate
governance and tax.

PRI resources

Investor human rights policy commitments: an
overview

An introduction to responsible investment: climate
change for asset owners

Why and how investors should act on human

rights

External resources

The Global Biodiversity Framework: implications
for investors



https://unfccc.int/process-and-meetings/the-paris-agreement
https://unfccc.int/process-and-meetings/the-paris-agreement
https://www.oecd.org/corporate/mne/
https://www.oecd.org/corporate/mne/
https://unglobalcompact.org/
https://www.cbd.int/article/cop15-final-text-kunming-montreal-gbf-221222
https://www.cbd.int/article/cop15-final-text-kunming-montreal-gbf-221222
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.cbussuper.com.au/content/dam/cbus/files/governance/policies/Climate-Change-Position-Statement.pdf
https://www.cbussuper.com.au/content/dam/cbus/files/governance/policies/Climate-Change-Position-Statement.pdf
https://www.cbussuper.com.au/about-us/sustainability
https://www.cbussuper.com.au/about-us/sustainability
https://www.gmpf.org.uk/about/how-does-gmpf-invest
https://www.unpri.org/human-rights/investor-human-rights-policy-commitments-an-overview/10501.article
https://www.unpri.org/human-rights/investor-human-rights-policy-commitments-an-overview/10501.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-climate-change-for-asset-owners/5981.article
https://www.unpri.org/introductory-guides-to-responsible-investment/an-introduction-to-responsible-investment-climate-change-for-asset-owners/5981.article
https://www.unpri.org/human-rights/why-and-how-investors-should-act-on-human-rights/6636.article
https://www.unpri.org/human-rights/why-and-how-investors-should-act-on-human-rights/6636.article
https://www.unepfi.org/industries/investment/new-guidance-on-what-the-kunming-montreal-global-biodiversity-framework-means-for-responsible-investors/
https://www.unepfi.org/industries/investment/new-guidance-on-what-the-kunming-montreal-global-biodiversity-framework-means-for-responsible-investors/

REPORTING

This section outlines the reporting practices that a
responsible investment policy can include.

Relevant Reporting Framework modules

Policy, governance and strategy (PGS)

Manager selection, appointment and monitoring (SAM)
Sustainability outcomes (SO)

Confidence-building measures (CBMS)

This section of a policy should outline an organisation’s
approach to reporting on its responsible investment
activities to stakeholders, including clients, beneficiaries,
trustees, and regulators. Doing so can help ensure that
investors are held accountable for implementing their
responsible investment policies.

Asset owners and investment managers could consider
including:

Reporting approach. At what level they will report (see
Figure 7), the relationship between organisational, fund
and investee reporting, what ESG information they will
provide, how comprehensively stewardship activities
and outcomes are shared, how frequently they will do
so, the format the reporting will take, how widely it will
be made available and whether it will differ for various
stakeholders.

Performance guidelines. Any key performance
indicators that measure the impact of their responsible
investment activities or to meet specific targets
outlined in the policy.

Internal review processes. What review, verification,
and audit processes will be established by the board,
(responsible) investment committee or compliance
team to ensure reporting objectives will be met.

External review processes. Whether their responsible
investment activities are verified by a third party and

if so, the level of assurance attained, the scope and
limitations of the review, and whether it will use specific
standards (e.g., Carbon Trust or ISO 14064-1.)
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Regulatory requirements. Information on any
transparency/regulatory reporting requirements
their organisation is subject to (e.g., the TCFD
recommendations, the SFDR, stewardship codes).

Third-party reporting guidelines. The expectations
that asset owners have of investment managers, and
that both may have of investees, external engagement
and proxy voting providers or third-party data providers,
including content, cadence, and timeliness. Some of
these requirements may regulatory requirements, be
present in contractual documentation, or influenced
through engagement. The ISSB’s IFRS’ S1and S2
disclosure requirements released in June 2023 are
examples of company sustainability-related financial
information standards.

TRANSPARENCY:
A SIGNATORY REQUIREMENT AND AN
EXAMPLE OF GOOD PRACTICE

Signatories to the PRI are expected to report on their
activities and progress towards meeting the Principles
annually, while it is considered good practice to
provide transparency to clients and/or beneficiaries.
Public annual sustainability reports are also becoming
widespread.

EXAMPLE

Reporting and monitoring

In its 2022 Statement of Investment Principles, the
Transport for London Pension Fund commits to
regularly reviewing its ESG metrics, including climate
change. This review then informs manager discussions.
The pension fund also commits to monitoring and
reporting annually on its carbon footprint, publishing
an investment sustainability report and communicating
with beneficiaries on ESG matters through a news
service, the annual report and accounts, the annual
review and ESG page of its website.

"The Trustee seeks to take a leadership role on transparency and disclosure
and will report its responsible investment activities, progress and outcomes to
all stakeholders through the Fund’s website and annual reports. This includes
information associated with the Fund’s ESG regulatory compliance obligations,
proxy voting, exclusions and climate change."

Construction and Building Unions Superannuation Fund Responsible Investment Policy (2023)



https://tfl.gov.uk/pensions/fund-management/investment-management-and-principles#on-this-page-0
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s1-general-requirements.html/content/dam/ifrs/publications/html-standards-issb/english/2023/issued/issbs1/
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-climate-related-disclosures.html/content/dam/ifrs/publications/html-standards-issb/english/2023/issued/issbs2/
https://www.unpri.org/about-us/what-are-the-principles-for-responsible-investment
https://www.cbussuper.com.au/about-us/sustainability
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Figure 7: Example of reporting at different levels for investors

ORGANISATIONAL LEVEL

PRI Reporting Framework - PRI Global Reporting Initiative (GRI) Task Force on Climate-related
signatories are required to report on | Standards including G4 Sector Financial Disclosures (TCFD) - a
their responsible investment activities | Disclosure for financial services - a framework for translating non-
annually global standard for sustainability financial information about climate
reporting change into financial metrics

GRESB to assess and benchmark the ESG performance | The EU taxonomy to provide investors with a definition

of real assets

of whether an economic activity is sustainable

Sustainability Accounting GRI Standards and G4 Sector IRIS’s catalogue of ESG and

Standards Board (SASB) industry | Disclosures
standards - defining material ESG
issues by sector

impact metrics

For asset owners and investment managers to make
reporting commitments in their policies and to comply
with regulatory requirements, they need data from their
investees.

Voluntary company disclosure requirements, such as the
IFRS S1.and S2 Standards, are likely to become mandatory
in certain jurisdictions; Australia, Canada, Japan, Hong
Kong, Malaysia, New Zealand, Nigeria, Singapore and the UK
have indicated they are considering this. These are general
sustainability-related financial information and climate-
related disclosure requirements respectively.

The European Sustainability Standards Exposure Drafts,
relating to issues covered in the Corporate Sustainability
Directive, will be adopted by EU member states in 2023, and
will help investors to meet their SFDR requirements, while
the SEC has proposed a rule on mandatory climate-related
disclosures.

Once finalised and implemented, these standards and

laws will significantly expand the scope and granularity of
investee disclosures, helping investors to make informed
decisions and comply with their own reporting requirements
as a result. More detail can be found in PRI (2023)
Understanding the data needs of responsible investors: The
PRI's investor data needs framework.

PRI resources

Regulation database

Understanding the data needs of responsible
investors

Climate data and net zero: Closing the gap on
investors’data needs

Asset owner guide: investment manager
monitoring
PRI Data Portal



https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s1-general-requirements.html/content/dam/ifrs/publications/html-standards-issb/english/2023/issued/issbs1/
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/ifrs-s2-climate-related-disclosures.html/content/dam/ifrs/publications/html-standards-issb/english/2023/issued/issbs2/
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13765-European-sustainability-reporting-standards-first-set_en
https://www.sec.gov/rules/proposed/2022/33-11042.pdf
https://www.unpri.org/driving-meaningful-data/understanding-the-data-needs-of-responsible-investors-the-pris-investor-data-needs-framework/11431.article
https://www.unpri.org/driving-meaningful-data/understanding-the-data-needs-of-responsible-investors-the-pris-investor-data-needs-framework/11431.article
https://www.unpri.org/policy/regulation-database
https://www.unpri.org/driving-meaningful-data/understanding-the-data-needs-of-responsible-investors-the-pris-investor-data-needs-framework/11431.article
https://www.unpri.org/driving-meaningful-data/understanding-the-data-needs-of-responsible-investors-the-pris-investor-data-needs-framework/11431.article
https://www.unpri.org/driving-meaningful-data/climate-data-and-net-zero-closing-the-gap-on-investors-data-needs/11698.article#Executive_summary
https://www.unpri.org/driving-meaningful-data/climate-data-and-net-zero-closing-the-gap-on-investors-data-needs/11698.article#Executive_summary
https://www.unpri.org/manager-monitoring/asset-owner-guide-investment-manager-monitoring/6575.article
https://www.unpri.org/manager-monitoring/asset-owner-guide-investment-manager-monitoring/6575.article
https://ctp.unpri.org/dataportalv2
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MONITORING AND REVIEW

This section outlines the monitoring and review
process that can take place for a policy.

Relevant Reporting Framework modules

Policy, governance and strategy (PGS)

Manager selection, appointment and monitoring (SAM)
Asset class modules

Sustainability outcomes (SO)

Confidence-building measures (CBMS)

All aspects of an organisation’s responsible investment
policy need to be monitored to evaluate success and identify
underperforming areas. Where a policy needs to be updated,
organisations should re-review the What to consider before
writing a responsible investment policy section, particularly
around governance, which considers implementation.

A clearly developed review process should answer the
following questions:

Beliefs and strategy

= Does the responsible investment policy (and any related
guidance) reflect the organisation's current investment
beliefs and overall strategy?

= Do any internal/external factors require a change
in the way the organisation approaches responsible
investment, such as evolving client or beneficiary
preferences?

Implementation

= How well is the policy being implemented? Are the goals
and targets being achieved? Do specific investment
practices need to be developed further?

= How has implementing the responsible investment
policy influenced return, risk and other elements of the
investment strategy?

Working with stakeholders

= Are external managers or service providers aligning
with the policy, interests and objectives, or is further
dialogue, monitoring and engagement needed?

= Are there any other influences or activities (e.g., recent
research, participation in initiatives, or peer activity)
that should lead to a policy review or revision?

Investment strategy

= Does the responsible investment policy (and any related
guidance) adequately cover the organisation's mix
of asset classes and products? Has the organisation
expanded its investment offering/portfolio into
areas that are not yet covered by the policy? How
have specific strategies helped or hindered overall
responsible investment objectives?

Regulatory framework

Are there any new regulatory or legal requirements that
the organisation must follow which the policy does not yet
cover?

EFFECTIVE ACCOUNTABILITY

As highlighted in Evolving responsible investment policies
and practices, boards should be responsible for ensuring
policy oversight and accountability. To do this effectively,
they need the timely, relevant information to assess how
well the policy is being implemented, and to make strategic
and operational decisions.

It is leading practice to make responsible investment a
component of board meetings, providing the relevant
investment personnel (e.g., CIO, investment manager, ESG
lead) an opportunity to report on the most important ESG
issues, explain how these have been incorporated into the
investment process and to report on progress made.

Asset owners and investment managers are encouraged

to set a timeframe for the relevant body (e.g., board or
directors or trustees, investment committee) to review the
responsible investment policy - ideally this would take place
annually.

Doing so will keep relevant internal and external
stakeholders informed of relevant ESG trends and industry
developments and how these could affect an organisation’s
investment activities, thereby allowing them to determine
whether the relevant policies should be adjusted
accordingly.


https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
https://www.unpri.org/reporting-and-assessment/investor-reporting-framework/5373.article
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"Quinbrook’s commitment to being a responsible investor [...] is an ongoing
process where we continuously seek to improve and refine our procedures,
reporting and verification/qualification of impacts. We seek primary guidance
from the TCFD.

[We engage] with our clients and stakeholders on the enhancement of our
ESG Policy, initiatives, products and services, and we seek their feedback on
ESG issues relevant to Quinbrook and the investment mandates we hold from
time to time."

Quinbrook Infrastructure Partners’ Responsible Investment and Environmental, Social and Governance Policy (2023)



https://www.quinbrook.com/esg-and-impact/
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APPENDIX:
REPORTING FRAMEWORK INDICATORS

The table below outlines how the various elements of a responsible investment policy outlined in this guide map to indicators
in the Reporting Framework.

Area Indicators

Senior Leadership Statement (SLS)

Overall organisational strategy and commitments

Responsible investment policy elements PGS 1, PGS 2, PGS 3, PGS 4, PGS 5, PGS 6, PGS 7

Responsible investment policy coverage PGS 8, PGS 9, PGS 10, PGS 101

Roles and responsibilities PGS 11, PGS 111, PGS, 11.2, PGS 13, PGS 14, PGS 15

External reporting and disclosures PGS 16, PGS 17, PGS 18, PGS 19

Capital allocation PGS 20. PGS 21

PGS 22, PGS 23, PGS 24, PGS 24.1, PGS 25, PGS 26, PGS

Stewardship: overall strategy 27 PGS 28

PGS 29, PGS 30, PGS 31, PGS 32, PGS 33, PGS 3311, PGS 34,

Stewardship: (proxy) voting PGS 35

Stewardship: escalation PGS 36, PGS 37, PGS 38

Stewardship: engagement with policy makers PGS 39, PGS 39.1, PGS 39.2

Climate change

PGS 41, PGS 411, PGS 42, PGS 43, PGS 44, PGS 45, PGS 46

Sustainability outcomes

PGS 47, PGS 471, PGS 47.2, PGS 48, PGS 481

Human rights

PGS 49, PGS 491, PGS 49.2, PGS 50



https://www.unpri.org/signatories/reporting-and-assessment
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The Principles for Responsible Investment (PRI)

The PRI works with its international network of signatories to put the six Principles
for Responsible Investment into practice. Its goals are to understand the investment
implications of environmental, social and governance (ESG) issues and to support
signatories in integrating these issues into investment and ownership decisions. The
PRI acts in the long-term interests of its signatories, of the financial markets and
economies in which they operate and ultimately of the environment and society as
a whole.

The six Principles for Responsible Investment are a voluntary and aspirational set of
investment principles that offer a menu of possible actions for incorporating ESG is-
sues into investment practice. The Principles were developed by investors, for inves-
tors. In implementing them, signatories contribute to developing a more sustainable
global financial system.

Principles for
Responsible
Investment

n
More information: www.unpri.org . PRI

The PRI is an investor initiative in partnership with
UNEP Finance Initiative and the UN Global Compact.

United Nations Environment Programme Finance Initiative (UNEP FI)

UNEP Flisaunique partnership between the United Nations Environment Programme
(UNEP) and the global financial sector. UNEP FI works closely with over 200
financial institutions that are signatories to the UNEP FI| Statement on Sustainable
Development, and a range of partner organisations, to develop and promote linkages
between sustainability and financial performance. Through peer-to-peer networks,
research and training, UNEP Fl carries out its mission to identify, promote, and realise
the adoption of best environmental and sustainability practice at all levels of financial
institution operations.

fay
UN@&

More information: www.unepfi.org environment | finance

programme initiative

United Nations Global Compact

The United Nations Global Compact is a call to companies everywhere to align their
operations and strategies with ten universally accepted principles in the areas of hu-
man rights, labour, environment and anti-corruption, and to take action in support
of UN goals and issues embodied in the Sustainable Development Goals. The UN
Global Compact is a leadership platform for the development, implementation and
disclosure of responsible corporate practices. Launched in 2000, it is the largest cor-
porate sustainability initiative in the world, with more than 8800 companies and
4,000 non-business signatories based in over 160 countries, and more than 8o Local
Networks.

More information: www.unglobalcompact.org @ United Nations

W&’y Global Compact


www.unglobalcompact.org
http://www.unepfi.org
https://www.unpri.org

