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Contact: Executive Director, Pension Fund Management

Principles and Scope

Carleton University (the “University”) provides pension benefits to its employees through the
Carleton University Retirement Plan (“the Plan”). The primary goal of the Plan is to assist Plan
beneficiaries in providing for a financially secure retirement income at a reasonable cost. The
University as Administrator under the Pension Benefits Act, has a fiduciary duty to act in the
long-term best interest of the beneficiaries of the Plan. The Pension Committee (the
“Committee”) in carrying out its functions per the Plan Text, also has a fiduciary responsibility to
the Plan beneficiaries. The prudent and effective management of the Retirement Fund (“the
Fund”) as described in this Statement has a direct impact on the achievement of this goal.

The development of this policy is guided by certain principles as they relate to responsible
investing. These are:
e That the fund should be invested to achieve the best possible risk-adjusted rate of
return on the Fund’s assets.
e That portfolio diversification is necessary to achieve thesereturns.
e That responsible corporate behaviour with respect to environmental, social and
governance (ESG) factors can have a positive effect on long-term financial performance
(to varying degrees across companies, sectors, regions, assets classes andtime).
e That taking into account ESG issues may better align the portfolio with the interests of
our stakeholders.
e That imposing constraints or negative screens on portfolio investments may increase
risk or reduce returns or both.
e That stewardship by investors may be an effective way to encourage responsible
corporate behaviour.

The University is a signatory to the United Nations-supported Principles for Responsible
Investment (PRI), which are considered best practice in the area of responsible investing. As a
signatory, the University commits to the following Principles:!

Incorporate ESG issues into investment analysis and decision-making processes.

Be an active owner and incorporate ESG issues into ownership policies and practices.
Seek appropriate disclosure on ESG issues by the entities in which itinvests.

Promote acceptance and implementation of the Principles within the investmentindustry.

Work together with other signatories to enhance its effectiveness in implementing the
Principles.

1 For information on how the Responsible Investing Policy aligns with the PRI Principles, see Appendix A.
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¢ Report on its activities and progress towards implementing the Principles.

This Policy applies to all Fund assets, unless otherwise specified. External Investment
Managers (the “Managers”) must follow the Policy when investing assets allocated to them for
investment.

Definitions

ESG factors are environmental, social and governance factors that can impact the value of
investments.
Responsible investing is the incorporation of ESG to the management of the Fund, including:

e ESG integration: Ongoing consideration of ESG factors within an investment
analysis and decision-making process with the aim to improve risk-adjusted returns.

e Stewardship: The use of investor rights and influence to protect and enhance overall
long-term value for clients and beneficiaries, including the common economic, social,
and environmental assets on which their interests depend.

o0 Engagement: dialogue with investees to address ESG concerns and encourage
improvements in ESG performance.

o Proxy voting: considering ESG factors when exercising voting rights associated
with listed equity investments.

Responsible Investing Approach

The Fund is managed by external Managers, impacting the University’s ability to influence the
selection of individual investments and undertake direct stewardship with investees. Therefore,
the Policy primarily is applied by requiring Managers and other service providers to incorporate
ESG issues into investment analysis and decision making, and to undertake stewardship.

¢ Managers are required to integrate consideration of material ESG risks and
opportunities to the investment decision-making process, alongside financial
considerations.

¢ Managers are required to undertake ongoing monitoring of the Fund’s investments
relating to ESG factors. Where this monitoring identifies significant ESG concerns
relating to an investment, Managers are expected to engage with the investee to
address these concerns, and to inform the Committee.

e The exercise of all voting rights acquired through the Fund is delegated to Managers.
Managers are required to provide to the Committee the voting rights policies that set
out their approach to proxy voting. Managers are expected to take ESG considerations
into account in proxy voting and are encouraged to adopt proxy voting guidelines that
address ESG factors.

These expectations are communicated to current and potential Managers and other service
providers, including through this Policy. The quality and rigor of the ESG approach is
considered in the selection and monitoring of Managers, all of which are required to be PRI
signatories.
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Managers are required to report no less frequently than annually to the Pension
Committee regarding:
e The processes by which ESG factors are integrated into the investmentdecision-
making process, portfolio monitoring, and stewardship.
e Stewardship activities undertaken with investees on ESG matters.
e Proxy voting records, including voting rationales and departures from, or exceptions to,
voting rights policies.

It is believed that engagement on ESG matters by a group of investors will often have greater
influence than a single investor acting alone. Where it is believed that the Fund’s participation
could add value, the Fund may engage directly with investees, typically through collaborative
initiatives. The Fund may also participate in coalitions and/or industry groups that advance ESG
disclosure and standards or support ESG principles within the investment industry.

Responsible Investing Priorities

Managers are expected to consider all material ESG factors and be mindful of the interplay
between those factors when analysing investments. While all relevant ESG factors should be
considered in investment decision-making, the following are some of the important strategic
priorities for the University:

. Climate Change

. Indigenous Rights

. Human Rights, including Accessibility and LGBTQ2S+ Rights

. Diversity, Equity and Inclusion

. Mental Health and Wellness

The responsible investing initiatives relating to each of these priorities will be further developed
over time.

Climate Change

It is recognized that climate change is one of the ESG factors with the most significant potential
to impact the value of investments across all sectors, through risks and opportunities associated
with both the physical impacts of climate change and the transition to a low-carbon economy.
The University believes that climate-related risks can be mitigated by adopting a portfolio
decarbonization strategy, including the following elements:

e Measuring and disclosing portfolio carbon emissions.

e Setting targets for reducing portfolio carbon emissions aligned with global climate
goals, including the achievement of net-zero greenhouse gas (GHG) emissions by
2050, and consistent with the University’s investment responsibility. Progress on
portfolio carbon emissions reduction and the impact of targets on investment
performance will be assessed annually, and targets will be reviewed at least once
every fiveyears.

¢ Engaging with Managers on climate investment strategy and portfolio carbon
emissions.
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¢ Requiring Managers to undertake stewardship with investees on climate change-
related matters.

e Encouraging Managers to publicly support global climate goals.

¢ Encouraging Managers to report on climate investment strategy and portfolio carbon
emissions in alignment with relevant mandatory or voluntary climate reporting
standards.

Governance and Transparency

The Board of Governors:
e Undertakes an approval of the Policy by the Finance Committee of the Board and the
Board of Governors every three years or as required.

The Pension Committee:

¢ Reviews the Policy every three years or as required and recommends
approval to the Finance Committee of the Board.

e Monitors the implementation of the Policy on a quarterly basis.
o Ensures internal and external resources are available for implementation of thePolicy.

Pension Fund Management supports the Pension Committee by:

¢ Developing and implementing frameworks for incorporating ESG into the
Manager selection and monitoring process, and for monitoring the Fund on
ESG matters.
e Reviewing Manager reporting and disclosures for consistency with the Policy.
¢ Providing quarterly reporting to the Committee on the implementation of the Policy.
e Prepares an annual Responsible Investing update for disclosure to Plan stakeholders.

To provide transparency on the implementation of the Policy, the following disclosures will be
developed:

e This Policy
e An annual Responsible Investing update, prepared by Pension Fund Management that
includes:

o Information on Manager ESG policies, practices and stewardship activities,
including engagement and proxy voting.

o Climate related disclosures aligned with the Task Force on Climate related
Financial Disclosure (TCFD) recommendations for asset owners, including
portfolio carbon metrics and reflecting the University’s commitment to report in
alignment with Canadian Sustainability Standards Board standards.

2The University supports the imperative to address climate change and acknowledges that achieving
the Paris Agreement goal of limiting the rise in global average temperature to well below 2°C requires
the global economy to achieve net-zero greenhouse gas (GHG) emissions by 2050. The University
supports the Canadian Sustainability Standards Board standards for disclosure of ESG and climate-
related risks and opportunities.
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Contacts:

Vice-President (Finance and Administration)
Executive Director, Pension Fund
Management University Secretary

Related Policies:

Carleton University Non-Endowed Funds Responsible Investing Policy
Carleton University Endowment Funds Responsible Investing Policy
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Appendix A: Alignment of Responsible Investing Policy with PRI Principles

PRI Principles Fund Responsible Investing Practices
Principle 1: e Managers are required to integrate consideration of material ESG
We will incorporate ESG risks and opportunities to the investment decision- making

issues into investment
analysis and decision-making
processes.

process, alongside financialconsiderations.

Portfolio carbon emissions will be measured and disclosed, and
targets will be set for reducing portfolio carbon emissions aligned
with global climate goals and consistent with fiduciary
responsibility.

Principle 2:

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

Managers are required to undertake stewardship withinvestees.
Managers are required to undertake ongoing monitoring of the
Fund's investments relating to ESG factors. Where this
monitoring identifies significant ESG concerns relating to an
investment, Managers are expected to engage with the investee
to address these concerns, and to inform the Committee.

Managers are required to provide the voting rights policies that
set out their approach to proxy voting. Managers are expected to
take ESG considerations into account in proxy voting, and are
encouraged to adopt proxy voting guidelines

that address ESG factors.

Principle 3:

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

The Fund may participate in coalitions and/or industry groups that
advance ESG disclosure and standards.

The University supports the recommendations of the Task Force
on Climate-related Financial Disclosures (TCFD) for disclosure of
climate-related risks and opportunities.

Principle 4:

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

Responsible investing expectations are communicated to current
and potential Managers and other service providers. The quality
and rigor of the ESG approach is considered in the selection and
monitoring of Managers, all of which are required to be PRI
signatories.

The Fund may participate in coalitions and/or industry groupsthat
support ESG principles within the investment industry.

Principle 5:

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

Where the Fund’s participation could add value, the Fund may
engage directly with investees, typically through collaborative
initiatives.

Carleton participates alongside other Canadian universities in the
collaborative engagement initiative University Network for Investor
Engagement (UNIE).

Principle 6:
We will each report on our
activities and progress
towards implementing the
Principles.

An Annual Responsible Investing Report will be developed.
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