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Establishing princip




We follow Internatic

UNITED NATIONE

Global Compact

Guiding Principles on Business and
Human Rights

Principles on Responsible
Sovereign Lending and Borrowing




We develop internati

Responses to public consultations in 2

 Hong Kong stock exchange  European C

Management incentives

« Canada Expert Panel on Sustainable Finance Australian Pruden
» Corporate Reporting Dialogue

» Securities and Exchange Commission
» European Commission Global Sustainability St
» European Financial Reporting Advisory Group » Financial Accounting Stan

« Japan Responsible Supply Chains Committee « OECD

PRI Association
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Long-term value creation
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Public positions on corpora
Six position papers

Effective boards

Shareholder rights

HEREEREAN




Updated voting guideline

Clear principles and more transparency




Corporate Governance Advisory Board

From left: Svein Rennemo, Carine Smith Ihenacho, Harald Norvik, Ase Aulie Michelet




Corporate Governa

Important issues in 2019

Principles for ownership

Voting on principal issues

Reporting

| forvaltning

Statens pansjensfond utland



Academic research

Climate change and
effective capital markets

Prof. Hong

CorumBiAa UNIVERSITY
Sustainability

Financial approach to

. . Prof. Engle A NYU | STERN
environmental risk g e |

) BOSTON

Shareholder approval of any
2’ COLLEGE

. Prof. Holderness
issuances

Corporate
Governance

Prof. Becht, Franks, Lancon
Wagner School

Boeconi

Active ownership




Exercising ownersh




Ownership

- 116 777 proposals at 11 518 meeti

Dialogue 3 412 meetings with companies

- 3 941 analyses of company reporting




We support the boa

Share of votes for and against the bo

Against 6,3

For

2017




Shareholder proposa
265 proposals in 2019

Criteria Support

Board
responsibility

= 40 percent of proposals
= All proposals with majority s

= Better reporting and board po




Corporate sustainability rep

New position paper

NORGES BANK

INVESTHENT MANAGEMENT

POSITION PAPER z020.02-10

DRAFT

NORGES BANK INVESTMENT MANAGEMENT POSITIO

The board should ensure that company reporting reflects all material sustainability risks and
opportun - Disclosures should rer all inancially relevant sustainability matters and account for

1. Board responsibility for repo

The board should provide sharehokders with quantitative sustainability information on a regular bas
Sustainability disclosures should include indicat posure, management and performance, and
be reported at least annually, including in financial statements as appropriate.

The board should base corporate sustainability reporting on established international fra jorks
and standards. The board should as a starting peint consider the industry specific SASB* metrics
and b broader disclosures on the GRI Standards. - - -
2 uantitative reportin
n 19 L n i 3 over the last 25 0
& a & e observe diffe e a it )5S companies
porting on
\tal and social risks and opportunities.

Inlemah:-nzl\,‘ accepted princlples onc mmﬂ governance stipulate timely and accuraledlsclusur oqau
ora u

3 ial consequ compan . Bey higherlevel ¢ mdellnes, .
Fameworks and standars difer i regards to deﬂmn; the relevant principles, topics and organisational
scope for reporting. They are often applied on a voluntary basis, although mandatory reporting requirements .

g introduced by natio d international regulators, as

ARGUMENTS FOR THE POSITION

matters can have financial impli s for compani
tors consider a company’s sustainability-related »-Ap(vsure management and performance to be:
relevant in their evaluation of its financial prospects. Research indicates that a company
social performance can affect revenues, costs, risks and sven the long-term viabilfty of fts business m

Tran\rmrr\l, y and disclosure enabk

areholders should leave strategy and o uding responsibility
for sustainability-related matters. The board should nevertheless provide sufficient information to affirm that
sustainability considerations are integrated into the company’s strategy, govemance and risk management.

1 Sustainabiity Accounting Standards Board
* Global Reportng Initiative




Company dialogue

1864 company meetings on sustainak

ESG dialogue N 3252
= Environment
= Social issues

= Governance

Incidents

Ethical guidelines

2017




Dialogue on sustaina
Number of meetings, by topic

Environment

Climate change
Water management
Ocean sustainability

Environment other
Human rights
Children’s rights

Tax and transparency
Anti-corruption

Social issues other
Effective boards
Remuneration
Sharholder protection

Governance other

108

42

I oo
I 56
I 75
I 7




Company dialogue

Following up on our expectations

I E—————————.
Environment

Social

ORGEl

__inti-corruption

Expactations of companies

* Nutrient run-off * Financing linked to * Transition and supply chain risks
deforestation related to cobalt
* Plastic production and

waste » Concrete and cement * Forced labour in electronics A
production supply chains
* Transition risk and * Agen
responsible ship recycling « Environmental risks of * Responsible marketing of breast service
fashion milk substitute

*» Tax policies
 Deforestation and child labour in
cocoa supply chain



Shipping

Transition risk

= IMO 2020 & IMO 2030/50

= >40% of transported goods are
pure carbon

= Companies can: -
imate change
* Reporting on transitionrisk e p— S

e Plan for climate transition

* Reduce carbon emissions
» Work for responsible ship recycling
RONAV



Banks

Money laundering as a challenge

= 2-5% of GDP laundered every year
" Increased fines and regulatory attention

= Companies can

» Develop governance structures and
processes

» Use new technologies to monitor customer
relationships and transactions

* Build corporate culture
» Co-operate with authorities

Anti-corruption

Expectations of companies




Dialogue on ethica

Active ownership

Prevent child labour in value chain
Reduce oil spills
Prevent environmental damage

Prevent corruption




We assess compa

Environment

Assessment
of company
reporting
. s ’ NTI-
HUMAN RIGHTS RIGHT . CORRUPTION
# companies 493 1749 249
# indicators 50 29 AS)

~160 000 assessments of company reporting




We assess companie
Examples of good reporting in 2019

Y L
oA PN i

Children’s rights management

Unilever NV Coca-Cola HBC AG
Nestle SA Anheuser-Busch InBev SA/NV
The Coca-Cola Co BASF SE
Adidas AG Danone SA
The Hershey Co Iberdrola SA
T A
p fl
i l-‘- _.'-:k..!l
Human rights Tax and transparency Anti-cor
Microsoft Corp Banco Bilbao Vizcaya Argentaria SA Newmont Goldcorp C
Burberry Group PLC BHP Group PLC Naturgy Energy Group
Anglo American PLC Pearson PLC Engie SA



We support common f
Relevant, reliable and comparable reporti

AY Financially material indica
"""""""" i broader impacts

01 2020

CORPORATE
SUSTAINABILITY
REPORTING

ASSET MANAGER PERSPECTIVE

« Information on exposure, managemel
performance

* Integrated reporting

 Need for standardisation




Investing sustainab




Top five holdings In

Investments in environmental tech

§
R b :. \1—'" ‘ir‘ ’} i s ;'j,q &
e 90y e ~ Y < y

- . - _ 4

!ow-car!on energy an! !|ean energy an! \Nlatural resource
alternative fuels energy efficiency management

* Iberdrola SA » Daikin Industries Ltd * Waste C

 Sempra Energy  Keyence Corp e DS Smith F

* NextEra Energy Inc * Legrand SA « LKQ Corp

 Linde PLC * Thermo Fisher Scientific Inc * Koninklijke DSM

* National Grid PLC  Eaton Corp PLC * Xylem Inc/NY



Return on environ
Percent

Last 12 months
Environmental equity mandates 35,8
Funding 21,1




Risk-based divestme

Expectation

Climate
change

Anti-
corruption

Human rights

Other

Total

Theme

Coal-based power
production

Thermal coal mining

Anti-corruption

Human rights

Other

Criteria

Coal as relevant percentage of fu

Relevant business mix allocated to ther

Indications of insufficient risk management
corruption and corporate governance

Indications of insufficient risk management rel
rights, labour rights or health, safety and envir

Activities exposed to unacceptably high risk from
environmental, social or governance perspective b
linked to any of our expectation documents




Risk-based divestmen

80

73

70

60

50

40

20 A

2012 2013 2014 2015 2016 2017 2018




Ethical decisions In

Decisions made by the executive boar

Category
Exclusion

Revoked
exclusions

Observation
ended

Criterion

Thermal coal mining or coal-based
power production

Severe environmental damage
Human rights violations

Production of specific weapon types

Production of tobacco

Severe environmental damage
Human rights violations
Other particularly serious violations

of fundamental ethical norms

Gross corruption

Number

Companies

Texwinca Ho
e G4S PLC

» General Dyna

* Grupo Carso SA

* Rio Tinto Ltd
* Rio Tinto PLC

 Walmart Inc
o Wal-Mart de Mexico S

e Nutrien Ltd

* Petroleo Brasileiro SA



Exclusions
Number of companies 2002-2019

19

13

5 5

4 4 4
3 3
1 1
v 9 ] ]

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017




Responsible investment

Establishing principles

Standards
Expectations
Research

EXxercising ownership

Voting Investing sustainably
Dialogue Risk assessments
Disclosure Investments

Divestments
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UTTAK




Principles for respo

International standards

Developing
standards

Our principles




Principles guide our

OECDs Principles of Corporate Gove

Global voting guidelines

Positions on corp




Risk assessments
Better data gives better assessment

~1 200 companies in emerging ma

Industry Selected industries with high risk exposure

141 incidents related to companies




Nytt forskningsprosjekt

Hvordan indeksinvestorer kan veere gode eiere

Call for Research Proposals
. NORGES BANK

INVESTMENT MANAGEMENT

The NFl is currently inviting submissions of research

proposals on: Changing Ownership Structure and its

Implications for Corporate Governance
Click here for more details.

NF| Research Programme




Company dialogue
ESG dialogue with 949 companies

1474

ESG dialogue N
= Environment
= Social issues

= Governance

Incidents

Ethical guidelines

All companies Covered Uncovered
companies companies



Cocoa

Deforestation and child labour risk

= 2/3 of world cocoa from West-Africa

= Companies have ambitions. Still tied to
child labour and deforestation

= Financial and reputational risk

= Challenging local conditions and
consumer willingness to pay

= Companies can:.
* Increase value chain traceability
« Set timebound targets
* Report on work to address risks

BARRY (()) CALLEBAUT




We assess compa

Assessments of company reporting

Enw ronment

ORGEl

Anti-corruption
 Expetations of companies

Average
score of
100:

Best

_ Switzerland Finland France Spain Australia
market:

Best
sector:

Industrials Utilities Healthcare Technology Tele- Basic
communication Materials




Karbonavtrykk

Utslipp per sektor, ramme 1 og 2. Per 3

Sektor

Materialer
Konsumvarer
Konsumtjenester
Finans

Helse

Industri

Olje og gass
Teknologi
Telekommunikasjon
Kraft- og vannforsyning

Sum

Aksjeportefgljen

Tonn CO»-ekvivalenter
25,520,930
5,019,479
8,613,837
2,274,429
907,628
21,255,448
20,019,106
1,985,234
977,375
20,994,984
107,568,451

Referanseindeksen

Tonn CO,-ekvivalenter

2,182,262
847,754
22,989,746
19,941,383
1,918,897
1,010,650
22,157,633
109,136,917

FTSE Global All Cap

Tonn CO,-ekvivalenter




Karbonintensitet 1

Utslippsintensitet per sektorer, ramme

Sektor

Materialer
Konsumvarer
Konsumtjenester
Finans

Helse

Industri

Olje og gass
Teknologi
Telekommunikasjon

Kraft- og
vannforsyning

Vektet total

Aksjeportefgljen

Tonn CO,-ekvivalenter per
millioner dollar i omsetning

762
65
74
45
32

235

424
42
53

1,194

156

Referanseindeksen FTSE Global All Cap

Tonn CO,-ekvivalenter per  Tonn CO,-ekvivalenter per
millioner dollar i omsetning  millioner dollar i omsetning




Karbonintensitet 2

Utslippsintensitet per sektorer, ramme

Sektor Aksjeportefgljen Referanseindeksen FTSE Global All Cap

Tonn CO,-ekvivalenter per  Tonn CO,-ekvivalenter per  Tonn CO,-ekvivalenter per
millioner dollar investert millioner dollar investert millioner dollar investert

Materialer 686
Konsumvarer 54
Konsumtjenester 95
Finans 12
Helse 10
Industri 195
Olje og gass 486
Teknologi 17
Telekommunikasjon 44
Kraft- og

: 888
vannforsyning

Vektet total 129




Risk-based divestm

2012-2019

Expectation Number of companies Market value (B NOK)
Climate change 170

Water management 46

Anti-corruption 23

Human rights 29

Other 14

Total 282




Exclusions and obse

Ethical reasons

Category
Exclusions — product

Exclusions — conduct

Observation

Criteria Total Markedsverdi (B NOK)

Thermal coal mining or coal-based power producti
Production of specific weapon types

Production of tobacco

Severe environmental damage

Contributions to climate change

Human rights violations

Gross corruption

Other particularly serious violations of fundamental ethical norms

Serious violations of the rights of individuals in situations of war
or conflict

Severe environmental damage and human rights violations
Thermal coal mining or coal-based power productions
Severe environmental damage

Human rights violations

Gross corruption

Severe environmental damage and human rights violations



Exclusions
Number of companies 2002-2019

19

13

5 5
4 4 4
] 3 3
[ ] N ]
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
B vapen Menneskerettigheter [ Miljgskade / menneskerettigheter

Tobakk M Miligskade Andre normbrudd
B Kull Korrupsjon B Krig og konflikt




	Slide Number 1
	Management objective
	Slide Number 3
	Establishing principles
	We follow international standards
	We develop international standards
	Adapting expectations to a changing world
	Renewed interest in money laundering
	Risk of tailing dam failures
	Promote children’s rights
	Aligned with the UN Goals
	Public positions on corporate governance
	Updated voting guidelines
	Corporate Governance Advisory Board
	Corporate Governance Advisory Board
	Academic research
	Exercising ownership
	Ownership
	We support the board
	Shareholder proposals on sustainability
	Corporate sustainability reporting
	Company dialogue
	Dialogue on sustainability and governance
	Company dialogue
	Shipping
	Banks
	Dialogue on ethical criteria
	We assess companies’ reporting
	We assess companies’ reporting
	We support common frameworks
	Investing sustainably
	Top five holdings in environmental portfolio
	Return on environmental mandates
	Risk-based divestments in 2019
	Risk-based divestments
	Ethical decisions in 2019
	Exclusions
	Responsible investment
	Slide Number 39
	Uttak
	Principles for responsible investmennt
	Principles guide our voting
	Risk assessments
	Nytt forskningsprosjekt
	Company dialogue
	Cocoa
	We assess companies’ reporting
	Karbonavtrykk
	Karbonintensitet 1
	Karbonintensitet 2
	Risk-based divestments
	Exclusions and observation 31.12.2019
	Exclusions

