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

CFSGAM seeks to be fully transparent in its approach to implementing
the PRI. It is important to keep stakeholders informed on progress
and CFSGAM has undertaken a number of steps to raise awareness of
ESG initiatives. All current policies and reports are publicly available on
the company website, and mainstream communications now feature
CFSGAM’s approach to sustainability and responsible investments.

42. Responsible investment report

In 2010, CFSGAM was pleased to announce the release
of its third annual responsible investment report, for
the calendar year 1 January to 31 December 2009.
CFSGAM produces this report to encourage discussion
with stakeholders, increase awareness of challenges
and opportunities and to provide transparency on the
processes taken to implement the PRI.

43. Direct property reporting

The Commonwealth Property Office Fund (CPA) and

CFS Retail Property Trust (CFX) annual reports cover

the responsible property investment and sustainability
initiatives taking place across CPA’s and CFX’s property
portfolios. Both CPA and CFX report on how they have
performed and what the benefits to investors have been
in undertaking sustainability and environmental initiatives.

The reports outline how the funds’ daily operations and
approach to business help drive long-term sustainable
value. The key philosophies underpinning the engagement
in sustainability practices are consistent with CFSGAM’s
membership of the PRI. The sustainability component of
the report demonstrates how the funds have upheld the
PRI'and monitored its impacts on the environment and
developed relationships with stakeholders.

CPA and CFX incorporated their ESG reporting into
the annual report, rather than producing a standalone
sustainability report. This is an important step towards
the mainstreaming of ESG issues as they should not be
viewed by investors in isolation from more traditional
financial measures and reporting.

Direct Property Investment Fund

sustainability report

The Direct Property Investment Fund (DPIF) released
its third sustainability report to investors on the
sustainability initiatives undertaken in the 2009-10
financial year and its plans for the future. While this

is only the third official report to investors on these
activities, DPIF has been actively focused on managing
ESG issues for many years.
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DPIF is committed to promoting change within

the industry and to facilitating further advances in
sustainability initiatives not just within the fund’s
portfolio, but by the broader property industry and
its stakeholders. DPIF will continue to drive operating
efficiencies within its properties, while increasing the
focus on improving tenant engagement and fostering
improved tenant/landlord partnerships.

44. Listed property reporting initiatives

Australian SAM Sustainability Index

Australian SAM Sustainability Index (AuSSI) tracks the
performance of Australian companies that lead their
industry in terms of corporate sustainability. Based on a
thorough assessment of economic, environmental and
social criteria, the AuSSI comprises the top sustainability
driven companies from 21 industry clusters covering
the entire Australian economy. CPA was recognised as
the leader for the Real Estate Investment Trusts Cluster
by AuSSI. CPA and CFX have been listed on this index
since 2005.

Carbon Disclosure Leadership Index

In 2010, CPA was pleased to announce that it was a
member of the Carbon Disclosure Leadership Index
(CDLI) 2010. The CDLI represents companies with the
clearest consideration of business-specific risks and
opportunities and the best internal data management
practices for understanding greenhouse gas emissions
and energy use. CPA and CFX have been listed on this
index since 2006.

CPAis also the only real estate entity to be identified as a
leader in the new Carbon Performance Leaders category.
Being the only real estate entity named as a Carbon
Performance Leader is a significant achievement for the
Fund and recognises CPA’s long-term commitment to
sustainability and responsible investment.



Dow Jones Sustainability Index

The Dow Jones Sustainability Index (DJSI) tracks the
financial performance of the leading sustainability-driven
companies worldwide. Currently 70 DJSI licences are
held by asset managers in 16 countries to manage a
variety of financial products including active and passive
funds, certificates and segregated accounts. CPA and
CFX have been listed on this index since 2003 and

2004 respectively.

Environmental Real Estate Index

CPA and CFX ranked third and fourth respectively
on the Environmental Real Estate Index (EREI) for
the top Australian listed property companies. This
index measures the environmental performance of
the commercial real estate sector globally. The EREI
produced its inaugural report in 2009.

FTSE4Good Index

The FTSE4Good Index measures the performance of
companies that meet globally recognised corporate
responsibility standards and facilitates investment in
those companies. Both CPA and CFX are listed on the
FTSE4Good Index. CPA and CFX have been listed on this
index since 2005 and 2001 (inception) respectively.

Corporate governance reporting updates

As one of Australia’s largest asset managers, CFSCAM is
an active representative of major shareholders in many
Australian listed companies. CFSGAM uses its influence
to encourage best practice corporate governance in the
companies in which we invest and produces a twice-
yearly report to provide an update on our corporate
governance practices and activity. The corporate
governance update outlines how we voted on key
issues such as director elections/re-elections, executive
remuneration and non-executive remuneration and
provides case studies of engagement.

Client questionnaires

In 2010, there was a marked increase in focus on ESG
issues and considerations in investor communications
which reflects the importance that funds and investors
now place on sustainability and responsible investment.
A number of Requests for Information were completed
specifically in relation to ESG practices and the PRI survey.

Responsible investment website

CFSGAM’s responsible investment website includes
information on our commitment to sustainability, links
to all current policies and reports, latest news and
research on sustainability and responsible investment in
the business and profiles of the responsible investment
team. CFSGAM’s responsible investment website can be
accessed at www.cfsgam.com.au/RIl.aspx.

45



46

Appendix A

Supporting policies, reports and statements

Responsible investment policy statement

First State Investments stewardship statement

CMIL corporate governance report, June 2010 - unlisted property funds

CFSAMAL guidelines and principles for corporate engagement on governance, environment and social issues
CFSMPL and its corporate governance practices — unlisted funds

Climate change position statement

CMIL and its corporate governance practices - listed funds: CFX and CPA

Direct property sustainability policy

Direct infrastructure corporate engagement guidelines summary

RESPONSIBLE INVESTMENT REPORT 2010



Appendix B

The six Principles for Responsible Investment
Principle 1
We will incorporate ESG issues into investment analysis and decision-making processes.

Possible actions Reference*
Address ESG issues in investment policy statements 1
Support development of ESG-related tools, metric, and analyses 2,3,4
Assess the capabilities of internal investment managers to incorporate ESG issues 11,12 13
Assess the capabilities of external investment managers to incorporate ESG issues N/A

Ask investment service providers (such as financial analysts, consultants, brokers, research firms or rating

companies) to integrate ESG factors into evolving research and analysis 7,9
Encourage academic and other research on this theme 5,6,8
Advocate ESG training for investment professionals 10
Principle 2
We will be active owners and incorporate ESG issues into our ownership policies and practices.
Possible actions Reference*
Develop and disclose an active ownership policy consistent with the Principles 1
Exercise voting rights or monitor compliance with voting policy (if outsourced) 18
Develop an engagement capability (either directly or through outsourcing) 15
Participate in the development of policy, regulation and standard setting (such as promoting
and protecting shareholder rights) 27,29, 32-37
File shareholder resolutions consistent with long-term ESG considerations 18
Engage with companies on ESG issues 16, 19
Participate in collaborative engagement initiatives 17
Ask investment managers to undertake and report on ESG-related engagement N/A
Principle 3
We will seek appropriate disclosure on ESG issues by the entities in which we invest.
Possible actions Reference*
Ask for standardised reporting on ESG issues (using tools such as the Global Reporting Initiative) 21, 24-28
Ask for ESG issues to be integrated within annual financial reports 21,27
Ask for information from companies regarding adoption offadherence to relevant norms,
standards, codes of conduct or international initiatives (such as the UN Global Compact) 21,29
Support shareholder initiatives and resolutions promoting ESG disclosure 23-31

* ‘Possible actions’ are taken
from guidance provided by the
PRI to help signatories fulfil their
fiduciary obligations under the
PRI. Where actions have been
addressed by CFSGAM, they are
referenced by a number before
the sub-section heading.
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Note:

1. The Comply or Explain
approach requires signatories
to report on how they
implement the Principles, or
provide an explanation where
they do not comply with them.

* ‘Possible actions’ are taken
from guidance provided by the
PRI to help signatories fulfil their
fiduciary obligations under the
PRI. Where actions have been
addressed by CFSGAM, they are
referenced by a number before
the sub-section heading.

Principle 4

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

Possible actions Reference*
Include Principles-related requirements in requests for proposals (RFPs) N/A
Align investment mandates, monitoring procedures, performance indicators and incentive
structures accordingly (for example, ensure investment management processes reflect
long-term time horizons when appropriate) 39
Communicate ESG expectations to investment service providers 38
Revisit relationships with service providers that fail to meet ESG expectations 32
Support the development of tools for benchmarking ESG integration 32
Support regulatory or policy developments that enable implementation of the Principles 33-37
Principle 5
We will work together to enhance our effectiveness in implementing the Principles.
Possible actions Reference*
Support/participate in networks and information platforms to share tools, pool resources,
and make use of investor reporting as a source of learning 40
Collectively address relevant emerging issues 41
Develop or support appropriate collaborative initiatives N
Principle 6
We will each report on our activities and progress towards implementing the Principles.
Possible actions Reference*
Disclose how ESG issues are integrated within investment practices 42-44
Disclose active ownership activities (voting, engagement, and/or policy dialogue) 42-44
Disclose what is required from service providers in relation to the Principles 42-44
Communicate with beneficiaries about ESG issues and the Principles 42-44
Report on progress and/or achievements relating to the Principles using a ‘Comply or Explain’ approach ~ 42-44
Seek to determine the impact of the Principles 42-44
Make use of reporting to raise awareness among a broader group of stakeholders 42-44
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