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Corporate Governance and SRI imug

Agenda

1. The market for sustainable and ethical investments

2. Assesment of Sustainable Corporate Governance
- Research Areas and Processes

3. Developing the European Responsible Consumer Fund



SRI Funds in Germany |mug

B Number of SRI Funds in Germany, December 2003: 80 (total:
5000).

B Market share of SRI Funds 0.8%

1998 ig 0.30 billion?

1999 € 0.56 billion*

2000 € 1.45 billion?

2001 € 2.41 billion?

2002 € 2.25 billion®

2003 € 3.43 billion?
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© imug 2004 Quelle: (1) Franck 1999; (2) Weber, 2002; (3) Oko-Invest, 27.1.2003; (4) Oko-Invest, 19.04.2004



SRI — Assets of institutional investers

Imug

SRI- Total AUM Market
Management) AUM
U.S.Al $ 1.990 Mrd. $ 19 Bio. 10,5%
Germany 2 € 3,5 Mrd. € 500 Mrd. 0,7%
Europe 3 € 34 Mrd. € 3.600 Mrd. 0,9%
Core SRI 3 Adding SIMPLE Adding
EXCLUSIONS ENGAGEMENT
34 == 218 336
© imug 2003

Quelle: (1) US Social Investmentforum 2003; (2) Eurosif 2003 und BVI 2003;
(3) Eurosif 2003 und FEFSI 2002



Imug

Consumer Organisations (such as Stiftung Warentest in
Germany) are surveying the market
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Sustainable Investments — 2004 representative survey imug

Who is interested? — Types of private investors

Filter: People who own investment funds / stocks

High A
Attractive-
ness of
sustainable Sustainable-conservative Sustainable-opportunity Susatainable-dynamic
investments 8,5% 12,6% 3,4%
Undetermined
48,5%
L Conventional-conservativ Conventional-opportunity conventional-dynamic
ow
0 (o) (0]
Attractive- S L2 A
ness of
sustainable
investments >
low risk investors High performance investors

n = 437; Filter: Besitzer Investmentfonds/Aktien



2. Assessment of Sustainable Corporate Governance

Areas of CSR-Research
V

Corporate

I Governance

Social

Environment

Focus on
Market and

Consumer

= companies policies --

Accountability show us
‘ " management systems

-- verifiable? / prove it

= performance -- relevant
KPIs

= reporting -- public docs
speak for themselves

Imug



Research overview — selection criteria

Areas of research - summary

Corporate
Governance

Environmental
Issues

Stakeholder
Issues

Other
Areas

: Military and
Board structure Policy Employees Nuclear
Bribery and Management Communit Alcohol, porn
Corruption System (EMS) y tobacco, gambl

Code of Ethics

Reporting

Human Rights

GMOs, farming,
animal testing

SEE Risk

Performance

Supply chains

Positive
products

Imug



Corporate Research |mug

A mixture of information sources is needed to ensure the
validity and the reliability of the data.

Database NGO's Company Media

_ _ = |ssue-Monitoring
= Questionnaire _
= Internet = Experts _ * Media-database
= Documentation/

= scientific research = Archives = screening of more
Proofs
= partners = newsletters _ - than 70 papers,
= Interviews/visits

magazines, newsletters



International research network |mug

ElNS Ethical Investment Research Service (EIRIS): Methodology

¢
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Coverage of MSCI, FTSE All Share, Eurotop 600, Dax etc.

2,600 companies in total

Ethical Portfolio Manager

250 criteria for screening and
different approaches

e.g. And 100 more

clients with more
than € 30 Mrd. AUM

FTSE4Good European Responsible
Consumer fund




Practical Realisation: The Ethical Portfolio Manager imug

_jMANAGER 2001

= Database with 2500 company profiles from Europe, UK,
USA, Canada, Japan, Australia, Singapore

= Analysed by more than 250 assessment criteria

= |Individual possibilities of portfolio management and screening



3. Developing the European Responsible Consumer Fund |mug

Client: European Consumer Organisation Conseur

= QOriginally coming from Belgium, founded in 1957 as Test-Achats

= Today Conseur is working in France, Spain, Italy, Portugal and,
of course, Belgium

= Conseur employs 600 people
= Publishes 29 magazines in 5 languages
= Serves 1 million members

= And is also publishing newsletters for investors




Developing the European Responsible Consumer Fund |mug

ldea of Conseur : Develop a Pan-European Investment
Fund for its members and others

= Respect the values expressed by Conseur members

= As a consequence, the fund concept includes a stock selection
process based on

Corporate Governance (from the perspective of minority
shareholders)

Environmental, Social, some exclusionary criteria
Consumerist Criteria

Economic Analysis




Developing the European Responsible Consumer Fund |mug

ldea of Conseur : Develop a Pan-European Investment
Fund for its members and others

= Fund Management & Administration, Local Distribution: Various
Banks

= Research on Corporate Governance, Environmental, Social,
Consumerist Criteria: Independent research company

= Starting Universe: 300 major European stocks

= No load fund - 0% Entry, 0% EXxit

= 1,4% Total Expense Ratio TER (< European average)
= Launched on July 1st, 2003

= Capitalization > 55 Mio €



Corporate Governance (20 criteria) imug

® Shareholders’ rights
(e.g. one share/one vote, AGM rights, anti-takeover-measures)

® Board functioning
(independent directors, types and tasks of committees)

B Transparency
(e.g. reporting on board renumeration,
respecting national CG codes, quality of reporting)



Corporate Governance Evaluation imug
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Consumerist evaluation |mug

Based on

B Evidence of systems for maintaining good relations with
customers (from Little Evidence—Some Evidence—Clear
Evidence—Very clear Evidence)

B Evidence of Fines,proceedings regarding consumer/business
practices breaches (i.e. cartels,monopoly...)



Consumerist evaluation

Consumer Interests
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Environmental Evaluation |mug

= Distinction between three impact industries:
- High (oll & gas)
- Medium( Electronic equipment)
- Low ( Media)

= Assessment of
- stated policy ( 9 criteria, i.e. identification of the
responsibility).
- Management systems in place (7 criteria)
- Reporting ( 10 criteria, l.e. Performance against targets)

= Classification:
Inadequate Aweak Amoderate AgoodAexceptional



Environmental Evaluation |mug

Environmental criteria
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Social Evaluation imug

B Equal opportunities:
- little evidence-> very clear evidence
B Employee training & development:
- little evidence -> clear evidence
B Employee relations:
- little evidence -> clear evidence
B Health & safety systems:
- little evidence -> clear evidence
® Job creation:

- little evidence -> clear evidence



Social Evaluation

Social criteria
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Economic Evaluation — Fundamental Aspects imug

Economic Economic
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Final Evaluation imug

B Economic 50%
B Corporate Governance (25%)
® Social (10%)

50%
® Environmental (10%)
B Consumerist (5%)

5 classes (OAD)



Overal Evaluation: “ethical +economical”

Imug

Fconomic + Ethical criteria
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Sustainable Corporate Governance and
future Investment Processes

= The example shows = there is room for innovative investment
products focusing on sustainable corporate governance

= These product innovations need to address a specific audience (no
more “me-too-products”)

= Future Investors will analyse the long-term relationship a company
builds with society (SEE risks & opportunities, = brokers’ reports)

= |nvestment processes are one of the key drivers for companies to
improve and further develop sustainability (but not because of AUM at
the moment)

= Companies are interested in the public visibility of their external &
independent sustainability assesment

= Long-term possibility = independent sustainability / corporate
governance ratings will be available in the public domain.
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