Corporate Analysis Enhanced Responsibility

CAER Stakeholder Policy
I ntroduction
CAER defines its stakeholders as those organisatioindividuals who have an interest in, or are
affected by, its activities, products, services assbciated performance.
The stakeholder policy covers both:
(1) CAER and its own stakeholders (‘direct’ stakdlres) who might be involved in (i) the
governance and direction of CAER as an organisatidn) in the development of CAER'’s
research methodology and/or providing research data
and;
(2) the stakeholders of the companies CAER researgimdirect’ stakeholders).
In practice, an organisation could sometimes fdt) both categories. For instance, a human rights
monitoring organisation might be both a stakehotifexr multi-national company and also provide

CAER with data on human rights’ indicators for partar countries.

Active dialogue is most prominent in relation toedit stakeholders, whereas indirect stakeholders
tend to be more passive.

The following table outlines, in broad terms, tb&erand influence of the respective types of
stakeholders.

Governanceg Methodology| Data Analysis Company
Stakeholder| of CAER Collection | and Engagement
type Assessment
Direct Yes Yes Yes No (except | Yes
e.g. e.g. NGOs, | e.g. for some (especially
Lenders clients Environ- | Convention | through
ment Watch clients)

Agency stories)

Indirect No No Yes No (except | Yes (for
e.g. some | for some some
NGOs Convention | Convention
Watch Watch
stories) stories)
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1. CAER governance

Stakeholder organisations are not formally reprieskean the board of the Centre for Australian
Ethical Research (CAER) Pty Ltd. The nature of slalder involvement in the governance of
CAER is more fully considered under the CAER Indefsnce Policy. However, some lender
organisations, in particular Australian Ethicaléstment Ltd (AEI), may influence the way
governance arrangements are established. AEI ladlda over CAER shares that will lapse upon
repayment of start-up financing provided to CAERA#A. AEI retains the right to appoint a
Director of CAER until that time.

2. Direct stakeholders

Input into research methodol ogy:

A range of direct stakeholders including client§®k, regulatory or government bodies, industry
associations and other academics / experts plagraipent role in terms of devising or reviewing
methodologies for particular areas or criteriaerignts of the CAER annual research plan will
require dialogue with relevant stakeholders to tale& views into account when undertaking area
reviews or developing new criteria. Their involvarheccurs through various channels appropriate
to the particular requirements arising. For inséadi@logue may occur through one-to-one
discussions, use of focus groups that bring a tyaokinterested parties together and also surveys.
Such dialogue may seek to identify such thingslastification of key issues or questions,
identification of best practice, client requirengndentifying sources of information, testing
proposals and draft criteria.

As a responsive and client-orientated organisa@#ER clients have a significant influence on the
methodological developments of the research. As#me time it is not always feasible to find a
consensus among all clients. For example, somebmaycomfortable with the risk exposure
categorisation for particular sectors. In casehisfkind, CAER may consider providing revised
classifications, lists, criteria or assessmenta bespoke basis to meet particular client concerns.

Engagement:

Some stakeholders, most notably clients, may engagpendently with companies using CAER
research in order to clarify or obtain further imf@tion relating to CAER criteria and assessments.
Providing the Company allows any data arising ftbese engagements to be used, the information
may be incorporated into the CAER research databakeh may lead to revisions of the
assessment(s) for the particular company.

Analysts are encouraged to meet periodically wigikesholders such as NGOs, industry
associations or attend external working groupdedito CSR issues to keep their knowledge of the
issues and sectors up to date, such as new watsatir evolving best practices. Analysts also
present at events to share knowledge with the CSIRI industry, or participate in wider initiatives
such as the Global Reporting Initiative which agatcal to CAER’s work and being.

Companies:
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Although companies are direct stakeholders of CAgeRarate guidelines exist that govern
relations with them, such as in the CAER Code aidiet, CAER Independence Policy and in
client documents such as tReactical Guide to EIRISResearch. In general, CAER seeks
information from company representatives and dsémstto comment on research profiles of these
companies. This is undertaken in a manner whichesdds company concerns such as
guestionnaire fatigue, duplication of data alreadghe public domain or previously provided.
CAER also on occasions undertakes pre-testingtafated methodology with companies.

Partners:

CAER participates in a network of global researahners coordinated by EIRIS Ltd in London.
EIRIS' research partners provide research for dnepanies domiciled within their area of
geographical coverage and also have responsifolitgngaging with those companies.

Whilst the direct stakeholders of partners mayhb®othe same as CAER'’s, EIRIS has informed
CAER that they have no bearing on the researcttlibgtundertake for EIRIS.

Data provision:

Other stakeholders such as NGOs, trade unionslategyibodies, index providers and other bodies
may provide data relevant to implementing CAER®e8rch methodology. CAER analyses and
incorporates this data into its research to makesasnents of companies. Some of this data may be
either proactively acquired from the stakeholdeguestion, or taken from stakeholder websites,
reports, surveys or other databases or literature.

3. Indirect stakeholders

These cover those organisations who have an ingmast express views on companies and who
will influence companies perhaps in the way comesinnake information available, or encourage
companies to adopt particular policies or initiaithat result in data becoming available to CAER.

Data provision:

Indirect stakeholders normally play no part in éssessment, rating or review of a company. The
exception is in relation to Convention Watch, wiseme company stakeholders are contacted by
CAER or by our global partner EIRIS to provide coemnor clarify aspects of a story or event in
which they are identified.

CAER is not an activist organisation. CAER is andst broker of ethical investment data on
investments and company activities. Hence CAER dogsattempt to solicit views from a range of
stakeholders with an involvement or influence uppecific companies. CAER believes that in the
context of both the number of companies and thgear issues it covers, it would be impossible to
consistently and objectively pursue a programm&aeholder input into a company’s assessment.

Methodol ogy:
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Indirect stakeholders may indirectly affect the elepment of CAER methodology in the sense that
they have created a societal or corporate contexhich companies behave, which CAER
normally aims to capture and reflect in its coverag

4. | dentification of stakeholders

CAER'’s global partner EIRIS draws upon #h&1000SES (Stakeholder Engagement Standar d)
Exposure Draft and the concepts outlined therein, produced by dat&bility. EIRIS considers,
and CAER agrees, that the following categories s its direct stakeholders:

Responsible investment industry bodies
Clients

Finance industry - general
Competitors

EIRIS partners

NGOs & campaign groups
Companies

Media - trade and general
Government or regulatory bodies
Data providers

Industry / trade bodies

Multilateral organisations e.g. OECD
Academics / experts

EIRIS and CAER staff / trade union
Other business partners / suppliers

CAER will undertake a more detailed mapping ostkeholders with a view towards reporting
regularly to stakeholders. This will cover whatiss are to be considered, the importance and
influence of these issues, their materiality, ik or opportunity they pose and how these aregoein
addressed.

5. Record of stakeholder dialogue

CAER maintains a log/record of stakeholder dialegared records where stakeholders have
provided inputs or opinions, for instance in cased Company Convention Watch assessment.

6. Stakeholder involvement and continuous improvement

CAER will strive for continuous improvement and wd@ppropriate, establish targets and
performance monitoring for stakeholder involvemétfawever, CAER's general research approach
is to treat companies as fairly and equally asiptessand so limit consulting with the stakeholders
of individual companies. As stated above, it isstdaered impractical to consult the stakeholders of
each company CAER covers. CAER's approach empkasisere stakeholder input clearly adds
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value, which is normally at the criteria developtieview stage, in SEE sector reports and in
Convention Watch reports which may be strongly N@®en, rather than having stakeholder
inputs into corporate assessments.

Where targets are set for stakeholder involvemedges not mean that all information derived
from the dialogues will be published or always tak#o account. However, the principle of the
dialogue is that it is applicable to all researcbhethpanies and sectors (although allowing for
jurisdictional or geographical limitations etc). Naill such information breach confidentiality and
privacy issues, or any legal framework or liabiligsponsibilities.

7. Stakeholder manual

Instructions for handling stakeholder involvementarms of methodology developments or data
provision are provided in relevant methodology doeants (including CAER Procedures Manual,
CAER Code of Conduct, CAER Independence Policycietit documents such as tGeide to
EIRIS Research and thePractical Guide to EIRIS Research) and the criteria development process
guidance.

8. Stakeholder report

CAER will work towards producing a stakeholder stagnt in conjunction with a strategic
forward-looking Marketing Plan to 2012. The repwifl cover or include:

* an update on stakeholder policy and engagementigeac

» list and review of existing stakeholders (or astaaost significant);

» disclose changes to how stakeholder groups andrédpiesentatives are involved in the
structure and operations of CAER, detailing theireabf their responsibility or
representation;

» outline how any potential conflicts from stakehalgeessures have been handled, either in
attempting to influence the assessments of indatidampanies or the general methodology
or direction of the research;

* how the views of the stakeholders are built inortethodology review process;

* how the CAER stakeholder management concepts aegures were implemented;

* how any indirect stakeholder views are taken imimant on the level of data collecting;

* how stakeholder input is representative of resestdompanies’ stakeholders, and how
obtained information contributes to output relevaand accuracy, while maintaining
objectivity and consistency;

* log of analyst meetings with stakeholders;

e continuous improvement measures.

In some aspects, reporting may need to be confaleat provided in some aggregated or non-

attributable form e.g. identification of specifiltents or stakeholders.
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