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Context

Whilst ESG considerations apply to all
businesses, we think they are particularly
The Infrastructure Investment team
relevant to infrastructure businesses as
objective is to achieve attractive,
they provide essential services that need to
sustainable, risk-adjusted returns over
the long term for our investors. To deliver be managed with a long-term view. As
infrastructure businesses often operate as
on that objective, we strive to build
monopolies or quasi-monopolies, ESG is
portfolios of mature, unlisted
an essential component of their ‘social
infrastructure investments that
licence to operate’ (i.e. the reputation of the
generate risk adjusted stable and
company to its customers, the public and
predictable returns.
other stakeholders, from whom ongoing
As a signatory to the Principles for
support and societal acceptance is
Responsible Investment (PRI) and in
maintained) and paramount to long-term
accordance with best practice, First Sentier sustainability. As such, Responsible
Investors (FSI) is committed to investing
Investment and best-in-class ESG
responsibly. As one of the longest
practices have been core to our investment
established infrastructure investment
philosophy since the launch of our funds.
managers with over 25 years of investment
history, FSI considers itself a leader in
Our Beliefs
incorporating Environmental, Social
and Governance (ESG) factors into
Fundamentally, we believe that excellent
its investment and asset
ESG management is a pre-requisite for
management process.
business. In our view, outstanding customer

service, best-in-class health and safety
culture, cutting-edge innovation, high
employee engagement and efficient use of
resources is good for business, its
stakeholders and the environment. It
reduces risk and improves and sustains
long-term investment returns. This is the
essence of our approach to ESG.
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Approach pre-acquisition

We consider ESG in all stages of the
investment process starting as early as the
opportunity screening stage. Using a ‘traffic
light / RAG status’ assessment system we
determine the materiality of potential risks/
issues and their reputational, financial,
operational, legal or regulatory impact.
Our due diligence process may include the
appointment of external expert advisors on
specific ESG issues if required. In all
subsequent stages we deepen our
understanding, analysis and planning.
The investment selection process does not
preclude investments in businesses that
currently have sub-optimal ESG
performance as this may present an
opportunity to create sustainable value.
ESG risks or practices, however, can be
showstoppers. For example, a poor safety
culture or insufficient consideration given to
climate change impacts could mean that
an opportunity would be screened out at
any stage of the due diligence process.
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Approach post-acquisition

There are three distinctive aspects to our
ESG approach post-acquisition.

Systematic implementation of minimum
standards across all portfolio companies
Although our assets operate in different
industries and jurisdictions and are of
different size or at various stages of
development, as an owner we believe that a
number of minimum ESG standards are
applicable across all our assets.
We have identified the following five
minimum standards that we require to be
implemented in all our portfolio businesses:
1. Improving corporate governance
standards through independent and
diverse board representation,
implementing risk management and risk
registers, leading on all relevant ISO
standards or certifications and carrying
out regular employee engagement
surveys and customer satisfaction
surveys
2. Improving health and safety through:
sharing best practice, defining and
implementing standardised metrics,
setting zero accident targets and
incorporating Health and Safety
performance and culture as part of senior
management team incentives where
appropriate.
3. R
 educing emissions and improving other
relevant environmental standards
4. Improving diversity, equality and
representation throughout the
organisation
5. Encouraging apprenticeship and
continuous development.
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In addition to implementing and tracking
these minimum standards, we encourage
each asset to set its own targets, action
plans, and report on progress with a focus
on continuous improvement. Sharing best
practice between portfolio companies and
during asset management planning reviews
is an integral part of the continued delivery
of ESG excellence.
Action and result orientation
We seek to ensure our portfolio companies
comply with all applicable laws and have all
the required policies and certifications in
place. We also encourage, where useful,
the implementation of best-in-class and
internationally recognised frameworks such
as the United Nations Sustainable
Development Goals (SDGs) and the
Greenhouse Gas Protocol (GHG Protocol).
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We believe, however, that having policies
and frameworks in place is not enough, as
all too often they are not adhered to. Instead
of overloading portfolio companies with
policies, we focus on ensuring that key
policies are understood by all, adhered to
and that the right behaviours are
encouraged throughout the business.
We aim for our portfolio companies not to
‘tick the box’ but to have the appropriate
ESG mind-set in order to deliver results.
Top-down and bottom-up
ESG requires strong leadership from the
board and the executive management
team, but ultimately can only be successful
if it forms an integral part of the company
culture. As a consequence, even though we
work a lot on ESG matters with the board
and management teams we do our utmost
for ESG to be ‘owned’ by the front line. It is
only when embedded in the everyday
working life and behaviour of all employees
that ESG makes a sustainable difference.
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Important Information
This document has been prepared for general informational purposes only and is only intended to provide a summary of the subject matter covered. It does not purport to be comprehensive or to give advice. The views
expressed are the views of the writer at the time of issue and may change over time. This is not an offer document and does not constitute an offer or invitation or investment recommendation to distribute or purchase
securities, shares, units or other interests or to enter into an investment agreement. No person should rely on the content and/or act on the basis of any material contained in this document.
This document is confidential and must not be copied, reproduced, circulated or transmitted, in whole or in part, and in any form or by any means without our prior written consent. The information contained within this
document has been obtained from sources that we believe to be reliable and accurate at the time of issue but no representation or warranty, express or implied, is made as to the fairness, accuracy, or completeness of the
information. We do not accept any liability whatsoever for any loss arising directly or indirectly from any use of this document.
References to ‘we’ or ‘us’ are references to First Sentier Investors a member of MUFG, a global financial group. First Sentier Investors includes a number of entities in different jurisdictions. MUFG and its subsidiaries do not
guarantee the performance of any investment or entity referred to in this document or the repayment of capital. Any investments referred to are not deposits or other liabilities of MUFG or its subsidiaries, and are subject to
investment risk including loss of income and capital invested.
Hong Kong and Singapore
In Hong Kong, this document is issued by First Sentier Investors (Hong Kong) Limited and has not been reviewed by the Securities & Futures Commission in Hong Kong. In Singapore, this document is issued by First Sentier
Investors (Singapore) whose company registration number is 196900420D. First Sentier Investors and FSSA Investment Managers are business names of First Sentier Investors (Hong Kong) Limited. First Sentier Investors
(registration number 53236800B) and FSSA Investment Managers (registration number 53314080C) are business divisions of First Sentier Investors (Singapore).
Australia
In Australia, this document is issued by First Sentier Investors (Australia) IM Limited AFSL 289017 ABN 89 114 194311.
United Kingdom
In the United Kingdom, this document is issued by First Sentier Investors (UK) Funds Limited which is authorised and regulated in the UK by the Financial Conduct Authority (registration number 143359). Registered office:
Finsbury Circus House, 15 Finsbury Circus, London, EC2M 7EB, number 2294743.
European Economic Area (“EEA”)
In the EEA, issued by First Sentier Investors (Ireland) Limited which is authorised and regulated in Ireland by the Central Bank of Ireland (registered number C182306) in connection with the activity of receiving and
transmitting orders. Registered office: 70 Sir John Rogerson’s Quay, Dublin 2, Ireland number 629188.
Middle East
In certain jurisdictions the distribution of this material may be restricted. The recipient is required to inform themselves about any such restrictions and observe them. By having requested this document and by not deleting
this email and attachment, you warrant and represent that you qualify under any applicable financial promotion rules that may be applicable to you to receive and consider this document, failing which you should return and
delete this e-mail and all attachments pertaining thereto.
In the Middle East, this material is communicated by First Sentier Investors (Singapore).
Kuwait
If in doubt, you are recommended to consult a party licensed by the Capital Markets Authority (CMA) pursuant to Law No. 7/2010 and the Executive Regulations to give you the appropriate advice. Neither this document nor
any of the information contained herein is intended to and shall not lead to the conclusion of any contract whatsoever within Kuwait.
UAE - Dubai International Financial Centre (DIFC)
Within the DIFC this material is directed solely at Professional Clients as defined by the DFSA’s COB Rulebook.
UAE (ex-DIFC)
By having requested this document and / or by not deleting this email and attachment, you warrant and represent that you qualify under the exemptions contained in Article 2 of the Emirates Securities and Commodities
Authority Board Resolution No 37 of 2012, as amended by decision No 13 of 2012 (the “Mutual Fund Regulations”). By receiving this material you acknowledge and confirm that you fall within one or more of the exemptions
contained in Article 2 of the Mutual Fund Regulations.
Other jurisdictions
In other jurisdictions where this document may lawfully be issued, this document is issued by First Sentier Investors International IM Limited which is authorised and regulated in the UK by the Financial Conduct Authority
(registration number 122512). Registered office 23 St. Andrew Square, Edinburgh, EH2 1BB number SC079063
Copyright © (2021) First Sentier Investors
All rights reserved.
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