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INTRODUCTION

The story of the relationship between faith and finance is as old as the story
of the world’s faiths. The tension between guiding the faithful towards a more
spiritual life in the midst of material temptation is one which has both guided
and bedevilled the great faiths for millennia. The simple fact is that as the
faiths grew, they became important providers of education, of health, of
welfare and of compassion. They have needed to find, and store up, finance to
support their sacred buildings, their clergy, their lay staff, their publications
and their social care responsibilities.

The Wisdom and Business of Religions
In ARC we always talk about two aspects of the impact of the faiths that are

relevant for environmental and development issues.

First there is the Wisdom of religions. Each faith has centuries of experience of
working with peculiarities of human behaviour within the context of a
greater vision of the meaning and significance of life. Faiths have built up vast
store of wisdom, in many cases believed to be a gift from God or the gods, but
often also through dealing with people and communities through times of
deep distress, great joy and simple ordinariness.

Secondly, there is the Business of religions. The faiths own about 8% of the
habitable land surface — about 5% of all commercial forests are owned by
faiths. They run, manage or founded around half of all schools worldwide —
64% in Sub-Saharan Africa according to UNICEE They have more TV and
radio stations between them than the whole of the EU and produce more
books, newspapers and journals than any other network. They also own an
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estimated 10% of the world’s total financial investment. The Business of
religion involves managing these assets and through the investments and
ownership of businesses, raising the funds necessary to support their medical,
educational, organisational and social care responsibilities.

If we (whether we think of ourselves as living within or outside religious
structures) are to understand the social, environmental and sustainable
development role the faiths can play, it is vital to consider both these aspects.
Simply focusing on the wisdom without appreciating the business dimension
is to produce a lopsided view. To only concentrate on the business without
understanding the beliefs and values which motivate it, is to miss the point of
why the faiths are potentially so vital to planning environmental and
sustainable development around the world.

Core Values and the Guidelines

These Guidelines take you into what the faiths own (where that is possible to
be detailed) and into what their priorities are for future investment in
environmental and sustainable development. But they also all look at core
values. Without understanding what motivates Buddhists based on the
Buddha’s teachings; what inspires Hindus from the sacred book Bhagavad-
gita; why the Methodists of the UK find inspiration in their founder John
Wesley — it is impossible to understand the values which will drive their

positive investment programmes.
To put it simply. You need to know why in order to understand how.
This is why these Guidelines have been created.

The tension between faith beliefs and financial practice is, as mentioned
earlier, an ancient conundrum. Many faiths have traditionally been quite clear
about what they will not invest in. “Negative screening” has been happening
for millennia. So for example, Islam, Daoism and Christianity have
traditionally had a ban on usury. In all three cases, but in different ways and
for a variety of reasons, this ban has sometimes slipped. But the
reintroduction of Islamic Banking in the early 1970s marked a dramatic
return of this core religious principle.



Many faiths have explicitly banned investment in armaments, alcohol, tobacco,
gambling and anything to with crimes such as prostitution or illegal drugs. Some
have also banned all investment in certain kinds of husbandry, be that the ban in
Judaism and Islam on pig farming, or the ban in Hinduism and Buddhism on
killing cattle — and in some cases in causing the death of any animal.

In recent years this negative screening has increased with new issues and
aspects of investment coming on the scene. For example, many faiths are now
engaged in the carbon disinvestment movement — removing their investments
from fossil fuel industries. In October 2017 40 major Catholic funds publicly
divested from fossil fuels to commemorate St Francis Day, the Catholic day of
ecology. This kind of action is in response to awareness of the impact of
burning fossil fuels on the climate and can be partly seen in the light of the
United Nations’ long-term programme on addressing climate change. Other
religious fund managers have taken stances on issues to do with human rights
or social justice — for example disinvesting from businesses invested in regimes
which oppress a sector of the community such as the stance against apartheid
in South Africa and the religions’ support for the Civil Rights movement in the
USA in 1950s and 1960s.

What are you for?

It is now fairly easy to find out what the faiths are against. This set of Guidelines
takes us to another question: What are the faiths for? Or: What could or should
the faiths be investing in to support the creation of an environmental and
sustainable world? Or as the cover question on this book asks: What do you do
with your wealth to make a better planet?

In 2015 ARC was asked by the United Nations to co-host a meeting of the
world’s major faiths with senior representatives of several sectors of the UN
to discuss the forthcoming Sustainable Development Goals (SDGs) a set of
17 “Global Goals” which represent a collective vision and aspiration for what
a world in the future could represent, and what we could all, collectively,
work to make happen.

The meeting took place in Bristol, UK in September 2015 and 24 faith
groups presented Commitments (known now as the Bristol
Commitments) to action in support of various SDGs. At the event, many
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faith representatives observed how the SDGs were predicated on one
economic model — essentially consumerist capitalism and the desirability
of economic growth — and that there were alternatives that should be
acknowledged and considered.

In studying these Commitments, the UN noticed that nine of them spoke of
either having decided to move some aspects of their investments into
environmental and sustainable development ventures or that they were
planning to do so. This piqued the interest of both the United Nations
Development programme (UNDP) and the Organisation for Economic
Cooperation and Development (OECD). This is because if the SDGs have a
chance of being implemented there has to be a huge values shift in the world
of investment. If we are going to have a world with good health and well-
being, with quality education, clean-water and sanitation, affordable and clean
energy, where the goal of no poverty and all the other SDG goals will have
come true, then investment and attention need to move now into supporting
environmental and sustainable development products and initiatives. The
faiths, with clear values, ought to be one of the very first communities to be
able to respond to this.

A book titled Faith in Finance

In 2016 ARC was commissioned to research the potential for the faiths to
become more pro-active as investors and the result was the launch of a
booklet titled Faith in Finance at an international multi-faith meeting in
Nanjing. This short book explored how and why faiths invest. It traced the rise
of what is known as ‘faith-consistent investment’; put this in the context of the
SDGs; compiled core teachings on finance from seven faiths and ended by
proposing an international meeting of the major faith investment groups to
take forward the potential for faith-consistent investment. The Zug meeting
(October 30-Novemberl 2017) and these Zug Guidelines are the direct result
of that research and that book.

When we invited the many faiths and faith investment advisory groups
(including for example the US-based Interfaith Center for Corporate
Responsibility and JLens, the main Jewish financial advisory group) to send us
their guidelines for positive, pro-active investment in environmental and

sustainable development, we were not sure what response we would get.
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For some faith groups this was an area that they were already engaged in. For
example the Council of the Evangelische Kirche in Deutschland (EKD) were
able to send us the third edition of their Guideline for Ethically-Sustainable
Investment in the German Protestant Church. Others had touched upon this
issue only primarily in the context of negative screening, such as the SGPC
Governing Council of the Sikhs of India. Yet others including the China
Daoist Association (because it is still recovering from nearly being wiped out
in the Cultural Revolution) and Shinto of Japan (for whom offering advice is
not part of their tradition) had never thought about this for a variety of
reasons. Several traditions, including the Buddhist Association of China, are
interested in what is happening in Zug this year, and although they are not
represented in this booklet, will be discussing their own Guidelines.

This is why, when you read the many Guidelines in this book, you will see they
offer a huge variety of levels of engagement and understanding of their
potential role in the ‘impact’ or ESG/SDG world. This reflects both cultural
and religious diversity. And if this were not so then you would not be truly
hearing the voices of the world’s oldest and most successful sustainable
communities because they are hugely diverse.

Inventing for Eternity

The wisdom and insights contained here come from communities who have
steered their people through wars, ecological collapse, civil wars, famine,
drought, plague, delight, terror, opportunities, hope and despair over millennia.
As Gunnela Hahn of the Church of Sweden said at a preparatory meeting, the
time perspective of the faiths represented here “is eternity”. And, as they always
are, those faiths that are in this movement are in it for the long haul.

At one point there was concern from some of our advisors that there was too
much wisdom and not enough business. However these Guidelines are about
why there are the values capable of driving a “value-driven” investment
programme. These values do not appear from nowhere. They arise from the
core beliefs and teachings of the faiths and this book opens up this fascinating
and highly motivated world for outsiders.

We asked each group to write Guidelines not just for the faith’s institutional
investment programme but to also act as advice to, or a model for, individual
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believers. For example in our research we found there are some 70 Christian
entrepreneur groups around the world helping wealthy Christians to invest in
a faith-consistent way and many of the Christian Guidelines in this book will
be useful to such groups. We also found that the Oxford Centre for Hindu
Studies is the main advisory group on faith-consistent Hindu investment
worldwide and offers this as much to families and individuals as it does to
Hindu organisations.

It was also decided by our steering group (funded by WWEFE-UK) to ask each of
our sponsors if they wished to write (or send us their existing statement of) a
document about their own values. Most of them did and it was clear that for
some this was also a journey beyond negative screening and into positive
investment and that they too sometimes found it difficult to fully articulate what
that would really look like. We are grateful to all those who did contribute. You
can see summaries of their values document at the end of this book.

Post Zug: Faith-Consistent Investment

Zug was planned as a unique event bringing together eight faiths (and 30
traditions within them) as well as bringing together for the first time a number
of faith investment advisory organisations: ICCR, Muslim Charities Forum,
JLens, the Church of Sweden (representing Lutheran Churches of Scandinavia),
the Oxford Centre for Hindu Studies and Globethics. Between them they have
outreach to over 500 other faith investment groups. It is estimated that between
them all they have access to some three trillion US dollars of investment money,
a proportion of which could be committed to actively engaging in investing in

environmental and sustainable development projects.

As a result, a platform for continuing this emerging partnership, not just
between the faiths but also with the UN, development banks and the
private sector, is being developed, to be based in Geneva. The Zug meeting
was planned to be the launch of a new level of engagement and it could
change the faith finance scene in a profound way, and with it, the kind of
businesses that find finance.

This publication is just the start of a journey. We invite all those interested in
faith-consistent investment — the faiths themselves; lay members of the faiths;
the UN; philanthropies, the investment world and the wider environmental
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and development world, to work with these Guidelines to help ensure that the
wealth and the wisdom of the faiths working with so many others interested
in such investment, helps to make a better planet.

A big thank you to our generous sponsors who made this possible: Charles
Stewart Mott Foundation; Earth Capital Partners; Hermes Investment
Management; Linius Capital; The Pilkington Foundation; Rathbone
Greenbank; Resilience Brokers; Sarasin and Partners; Tribe Impact Capital;
Triodos Investment Management; WHEB; WWEF-UK. Thanks also to R20;
Globethics; Lassalle-Haus; Swiss Impact Investment Association (SIIA) and
Geneva Agape.

Finally a special thanks to Klaus-Michael Christensen of SIIA and Robert
Rubinstein of TBLI Group. It was their enthusiasm and support which
encouraged us in ARC to undertake both writing Faith in Finance and
planning the Zug event. Their wonderful, critical and discerning guidance has
ensured both this publication and the emergence of faith-consistent investing
as a potential player in the world of impact investment and ESG finance.

Martin Palmer
Secretary General
The Alliance of Religions and Conservation (ARC)

www.arcworld.org

October 2017
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FAITH GUIDELINES TO FAITH-CONSISTENT
INVESTMENT

What follows are summaries of guidelines, and in some cases extracts of
larger policy documents, by the faiths and by sponsors of the Zug meeting in
October/November 2017.

Where there are full documents, they can be found and downloaded from
www.arcworld.org/ projects.asprprojectID=675
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BUDDHIST:

SARVODAYA DEVELOPMENT FINANCE, SRI LANKA

The Sarvodaya Development Finance is a finance company specialising in
microfinance to rural communities in Sri Lanka. It is the only such
institution in Sri Lanka whose majority shares (80%) are held by a charitable
institution — the Sarvodaya Shramadana Movement of Sri Lanka. The total
asset base is Rs4.8 billion/US$32 million. (Loan portfolio Rs3.8 billion,
Capital Rs1 billion).

The Sarvodaya Shramadana Movement of Sri Lanka in 1958 had a vision to
create a “Society with no poverty and no affluence.” It introduced a universal
philosophy based on the Buddhist principle of the Middle Path, very much in
line with today’s concept of sustainable development. It tapped into the social
capital of the day and guided communities towards sustainable development
through models of self-help, advocating for consciousness, economic and
power determinants of development and demanding that the benefits of
development are equitable for everyone. Among many other initiatives which
prioritise conflict resolution, environment and poverty alleviation, it started
the Sarvodaya Institute of Higher Learning (introducing appropriate new
technologies in agriculture and small/medium industries), initiated mother
support groups in conflict-affected and nutritionally-lagging regions, preserves
indigenous seeds and runs the Sarvodaya Women’s Movement

It supports initiatives that improve the efficiency of firewood usage, provide

vocational training to entrepreneurs, promote eco-tourism etc.
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Current guiding principles of investment

1. Negative screening

No financial services (loans, deposits, enterprise guidance or advice) are

provided to:

» Alcohol, tobacco & gambling related enterprises/projects

» Any enterprise, project or industry that will have harmful environmental
or social impact (i.e. creating ethnic or religious disharmony, employing
child labour)

2. Investments to be encouraged.

These include encouraging home-based industry, organic agriculture,
food processing etc. All loan/service applications are initially vetted by
trained finance officers at branch level in the districts and are thereafter
approved by the Manager or, in the case of larger loans, by the Head
Office Credit Manager/CEO or the Board. At all these stages it is checked
that the policy is adhered to.

3. Remembering the Sigalovada Sutta

Sigala was a boy living in northern India during the time of the Buddha. His
parents were devout, but he was only interested in material prosperity and
told his parents he would have nothing to do with monks. As his dying wish,
his father asked him to worship “the six quarters” (east, south, west, north,
nadir and zenith) every morning after his morning bath, hoping that one day
the Buddha would come across him and teach him something important. One
day, as the father had hoped, the Buddha came across Sigala, and gave him a
special teaching — which is the only one specifically directed to a layperson
rather than a monk.

It includes advice that might be appropriate to many young people in any
century - about choosing your companions carefully, not getting drunk, not
sauntering around late at night or being lazy. But it also includes guidance
about what to do with your money.

In terms of finances the Buddha guided the young Sigala to avoid gambling
which, he pointed out, leads to the winner attracting hatred and the loser not
only losing money grieving what he has lost.
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Buddhists should guard the heedless and protect the wealth of the heedless.
They should not rejoice in the misfortune of others, and should rejoice in the
prosperity of others. They should give good counsel.

“The wise and virtuous shine like a blazing fire. He who acquires his wealth
in harmless ways like to a bee that honey gathers, riches mount up for him like
an ant hill's rapid growth.”

In addition, the Buddha recommended every householder to divide his or her
wealth in four ways. One part for their own wants, two parts for investment,
and the last part for times of need.

The person “who is wise and virtuous, gentle and keen-witted, humble and
amenable, such a person may attain honour. Who is energetic and not lazy,
unshaken in misfortune, flawless in manner and intelligent, such a person may
attain honour. Who is hospitable, and friendly, liberal and unselfish, a guide,
an instructor, a leader, such a person may attain honour. Generosity, sweet
speech, helpfulness to others, impartiality to all... These four winning ways
make the world go round.”
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BUDDHIST

THE ENGLISH SANGHA TRUST LTD (AMARAVATI AND
CITTAVIVEKA BUDDHIST MONASTERIES, UK)

The English Sangha Trust is a small Buddhist non-profit, with the object to
support residences in the UK for Theravadan Buddhist monastics who follow
the practice as established in the Forest Tradition of Ajahn Chah in Thailand.

The Trust is the steward of two monasteries with around 50 monks, nuns and
novices. Since 1979, guiding principles have been to make the monasteries as
sustainable as possible. A temple was built in the 1990s at Amaravati in
Hertfordshire, using materials designed to last 1,000 years. From 2011,
Amaravati has developed a 30- year plan to replace 22 high-maintenance
energy-inefficient wooden structures with low- maintenance energy-efficient
ones. Following the fabric-first principle, by investing in energy efficiency of
the construction methods, based on the Passive House system, the buildings
will use only 10% of the energy they have been using until now. As far as
possible the electricity will be generated within the community. By setting
such an example in our own house, we hope to set an example for our lay

community and the wider local and national community.

The Trust keeps Reserves of £250,000 and currently has Development Funds
of £700,000; of the latter, all is expected to be spent by June 2020. The funds
are with a European ethical bank in short-term fixed interest instruments.

Negative Screening
The Trust restricts investment in the following in particular:
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* Marketing or distribution of alcohol

 Involvement in medical or non-medical animal testing

* Breeding or rearing of animals for intensive meat, dairy, egg production,
retailing products or entertainment, or any cruelty to animals in general

* Any involvement in arms supply or manufacture

* Any involvement in genetic modification

e Companies with poor environmental records or which harm the
environment, including the production of fossil fuels

» Companies at risk of human rights abuses

* Any involvement in nuclear activities

 Involvement in gambling operations

» Involvement in production or distribution of pornographic or “adult”
materials

* Any involvement in the manufacture or distribution of tobacco

» Companies involved in irresponsible marketing, finance or those that have
operations which may raise sanctity of life issues.

What guides the guidelines?

The sangha encourages investments with positive attributes including those
that bring about harmony especially those that allow that all people should
have a chance to make an honest living. ‘Right Livelihood’ is one of eight
aspects of the Buddhist path. This can be extrapolated into not exploiting
those who work.

There are no specific instructions for stewards as to how they should look after

the sangha’s resources, however in his 1979 book A Constitution for Living

Ajahn Payutto says that:
‘Citizens who contribute to bringing about good administration, especially
in a democracy, should know and abide by the following .... of which the
highest is the supremacy of the Dhamma, (natural law) putting the prime
importance on principles, truth, righteousness, virtue and reason,
operating on the basis of what has been learned and verified against the
facts.... On a general level it means acting out of respect for established
principles, laws, rules and regulations’.

Ajahn Payutto also says that through abiding by certain principles, you can be said
to know how to acquire and use wealth beneficially (i.e. to be money wise’.)
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e On the level of seeking and safeguarding wealth, he recommends that
people: apply themselves to their duties and making an honest living; train
to acquire skills and true knowledge; wisely scrutinise their undertakings
and conduct their work for good results;1 know how to protect their
honestly-gained wealth from risk; associate with good, honourable people;
and keep track of income and expenditure, living within their means to be
neither deprived nor extravagant and with income left over for saving.

* On the level of allotting wealth, he recommends that people know how to
allot it into four portions according to the principles known as the four
bhoga-vibhaga: one portion to be used for supporting oneself and one’s
dependents and for good causes; two portions to be used for investment;
another portion to be put aside for future needs.

¢ On the level of using wealth, it should always be borne in mind that the
acquisition, protection and possession of wealth are for the purpose of
creating benefit for both oneself and others. “If wealth is not used to create

benefit, its acquisition and possession are of no value or meaning.”

The future

The Five Precepts in Theravada Buddhism restrict the taking of life and the
use of alcohol. These would be guiding principles that steer toward use of
renewable resources for energy (not polluting, not leaving a toxic legacy for
the future, both of which cause sickness and disease; nor rapaciously
consuming the planet’s resources, which leaves it as a less sustainable place).
The community at Amaravati is engaging with the worldwide sangha of
monastics and lay people in the Ajahn Chah community, regarding the
sustainability initiatives they are undertaking. We seek to broaden the
understanding of ‘investment’ and create an encouraging, informed
atmosphere around these issues. Whilst we have negative screens, we will also
develop more positive screens, so our policy positively encourages investment

in wholesome initiatives.

The original version of these guidelines was approved by the Board of Trustees on
22nd July 2017
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CHRISTIAN

AMITY FOUNDATION INVESTMENT CONSULTATIVE
COMMITTEE, CHINA

Amity Foundation is a Christian-initiated NGO established in Nanjing in 1985
with goals to contribute to China’s reform and opening, to help Chinese
society better understand Christianity and to contribute to social
development, to world peace and the ecumenical sharing of resources. It has
financial investment resources of around 200 million RMB (USD 30 million).
Due diligence investigation is done according to the guidelines, providing
reports to the Investment Consultative Committee.

Exclusions

Amity does not invest in companies involved in armaments, tobacco or any
other intoxicant, gambling, high interest rate lending, and companies
polluting, destroying or negatively affecting environment.

Positive investment

Amity currently invests in:

e social enterprise and companies with sustainable environmental practice, fair
treatment of customers and suppliers, responsible employment practice.

* Invests in renewable energy projects (bio gas, solar energy);

* Youth learning centres for people who live in urban slums.

In the future
There should be more investment in poverty eradication projects and

initiatives such as education and access to clean water.
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Future hopes and needs

More and more organizations and faith groups could have a platform to share
and learn from each other. This platform could also provide a selection of
suitable projects for organizations to choose to invest.

Due diligence research is very time consuming and costly, if there is a portfolio
of pre-screened projects available, will be very convenient and helpful for all
the faith group.

Principles and understandings that affect how Amity invests

On where we start:

According to the late Bishop KH Ting, spiritual leader and founder of Amity:
“Our starting point is the Love of God or the God of Love: Behind all creation
is Love. Love is the key to all mysteries of human existence. God’s love moved
God to create, to teach, to forgive, to save and to sanctify, so that more and
more people may find the source of energy in this love. God’s ultimate goal is
to create a universe of love, a world of love in which a human community lives

by the principle of voluntary mutual love.”

Amity Foundation believes that Love is faith in action. It is through our
practice that we will be known.

On creation:

Christians believe that God created the heaven and the earth and everything in
it. Humans are not the masters of creation but only stewards of God’s
creation. Current forms of development have led to over-exploitation of the
earth’s resources and continuing destruction of the planet, its people and its
ecology. As stewards of God’s creation we have the responsibility to change
this and move towards an ecologically sustainable economy and society. It is
urgent and essential that we break away from industries that pollute and
destroy the earth and invest in those that lead to the restoration of a green,
sustainable planet. We should divest from industries and activities that

contribute to conflict, violence and war.

On people:
Christians believe that human beings are created in God’s image. Each and
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every human being should be respected as such and there should be equality
for all regardless of race, gender and culture. In a world in which the human
is under constant threat, whether by powers and principalities or by the
technological developments of our times, it is important for us to be reminded
of this reality. God is also a relational God. Our relationship with God compels
us to relate and care for all and make sure that no one is left behind.

On prosperity:

Prosperity is not about short-term economic growth. We need a new
understanding of growth that enables everyone to grow and realize his or her
God-given potentials in a holistic way and in community with others
regardless of differences. Essentially, it means that there should be equal access
to safe and clean water, food, education, healthcare and human security for all.
Christians should acknowledge their share in the injustices in today’s world
and join an anti-poverty strategy that will bring an end to poverty and hunger.

The original version of this was created by the Amity Foundation Board Secretary in
collaboration with the Amity Foundation Investment Consultative Committee
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CHRISTIAN

BAPTIST LOTT CAREY BAPTIST FOREIGN MISSION SOCIETY

The Lott Carey Baptist Foreign Mission Society was started in 1897 by African-
American Baptists who wanted more international Christian missions,
especially to Africa. It was named after Rev. Lott Carey, who was born as a
slave in Virginia in 1780, bought his freedom, and in 1821 led the first Baptist
missionaries to Africa from the United States where they settled in Liberia.
Today the Lott Carey Baptist Foreign Mission Society is a multicultural,
ecumenical, global Christian missional community born of African-American
Baptist heritage. It has a network of more than 2,500 churches exceeding one
million members. It manages US$900,000, invested in a combination of stocks
and bonds, in collaboration with an investment advisor. Around 60% of the
portfolio could possibly be available for FCI products.

Principles

In our investment principles we are committed to stewardship of the earth:
caring for the earth for the earth to care for humanity. In addition we are
committed to ending predatory lending practices that exploit the poor, and to
supporting innovations that help poor people to have constructive
relationships with financial institutions.

We follow principles of community and neighbourliness as found in the Old
Testament. American Bible scholar Walter Brueggemann has described the
notion “that imagination is the capacity to image a world beyond what is
obviously given... I think that’s why people show up at church. They want to
know whether there is any other world available than the one that we can see,
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which we can hardly bear.” That “other world available” can refer, in
Christianity, to life after death or beyond this life; but it can also relate to a
good world that we can imagine into being in the future. It is this that financial
investments, and faith, can join together to help come into being.

Screening

There is already negative screening to avoid investing in companies producing
alcohol, gaming, arms manufacturing and distribution, and private companies
that manage military or prison industrial complexes.

However investment guidelines are currently under construction for review
and approval or amendment by the Board of Directors to include positive
faith-consistent investment according to our community. Our inclination is
towards investing in transformation and sustainable agricultural and
technological solutions in the Two-Thirds world, with particular interest in
Africa and the Caribbean.

In the Future

In order to direct financial investments to faith-consistent ends Lott Carey
would like to create, and have access to, web-accessible written materials and
podcasts etc that make the connection between biblical/ theological principles,
investment guidelines, and the implication of faithful investment strategies for
creation and humanity.

The Board of Directors Investment Committee Task Force is currently creating

guidelines from these principles for review and approval or amendment by the Board
of Directors
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CHRISTIAN

CHURCH OF SWEDEN

The Central Board of the Church of Sweden adopted its current financial
policy in 2010. The most recent update is from 25 January 2017. In October
2017 almost 8 billion SEK (around US$935 million) are held in assets, as a
buffer capital invested for the long-term interest of the Church, according to
all ethical and sustainable requirements)

“Financial assets are also to be managed in an ethically consistent
manner, in accordance with the fundamental values of the Church.”
(Church Order, Chapter 51, Section 2, Paragraph 2)

Two moral principles guide investments

Two fundamental moral principles guide our work in managing assets in
the Church of Sweden: the principle of human dignity and the concept
of stewardship.

1. The principle of human dignity

The idea that all human beings are of equal value is a cornerstone in Christian
ethics and democratic societies. The principle of human dignity leads to
negative as well as positive obligations. The negative obligations set certain
defined limits for our actions. Every human being shall be treated with
respect, and may not be unduly exploited. Positive obligations, on the other
hand, require active involvement in promoting the wellbeing of others. The
positive obligations are related to demands for equitable distribution of
resources and equality among people, and have their roots in the prophets of
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the Old Testament. With the principle of human dignity as a base, we are able
to argue for various types of human rights.

2. The concept of stewardship

Stewardship is an important theme in the Bible and is highly relevant in
asset management. In this concept, the assets at our disposal are to be
regarded as gifts given to us by God, to be used in the service of all human
beings. Humankind is a caretaker of God’s gifts. This makes us responsible
for the welfare of people as well as the rest of Creation. It means that we
can use various natural resources to satisfy human needs while also caring
for the natural world, because of its own intrinsic value and because of the
needs of future generations.

As part of their commitment to stewardship of the natural world, the Church
of Sweden pledged in 2016 to work to manage its environmental impacts,
“leading to continual improvement”; to allow an environmental perspective to
permeate everything it does; to follow environmental laws, regulations and
requirements, and to be “a positive driving force through policy dialogue,
purchasing and asset management to promote sustainable development.”

In line with the UN's Principles for Responsible Investment the Church also
pledged to capitalise on its ability to influence, work for transparency,
report on our own work and ensure that these principles are adopted by

more investors.

“We want companies to actively contribute to sustainable
development by adhering to the UN SDGs. Included in these 17 goals
are also climate issues, clean water, aquatic and land animal life and
protection of natural reserves.”

What is it to be a responsible investor?

» Select asset managers who have the competence to integrate ESG in
analyses and investment decisions.

» Focus on responsible corporations and refrain from investing in sectors
that are problematic in regard to the Church's fundamental values.

e Make use of our opportunities as asset owners to influence individual
corporations, sectors and the financial market in general. We can do this
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independently or in conjunction with others. Beyond ongoing asset
management this influence can be expressed by making our position clear
and influencing public opinion; engaging with corporations and
representatives from the financial sector etc; developing new investment
products in conjunction with asset managers; supporting and being
engaged in different initiatives in Sweden and internationally.

Investments are in responsible corporations that contribute to solutions

Asset managers for the Church of Sweden's assets are expected to select
companies based upon benefits to society in which the SDGs provide
direction. What this means is that companies shall contribute, through their
goods and services, to sustainable development or work systematically and
goal oriented with issues that concern the environment, human rights and the
alleviation of poverty where these issue touch upon their business activities. It
also concerns issues that deal with corporate governance, e.g. corruption,

remuneration systems and transparency. Focus is on companies that:

* Integrate sustainability into their business models and strategies.

* Report on and follow-up their sustainability work based upon, for example,
their codes of conduct and other guidelines and commitments.

» Adhere to international regulations designed to protect human beings and
the environment and also take action to correct faults and shortcomings.
Companies should utilise their abilities to influence throughout their entire
values chains.

» Make positive contributions economically, environmentally and socially to
affected communities. Limit their negative effects on the environment and
act with consideration for the current and coming generations by, for
example, using the best available technology and reducing their use of
natural resources while at the same time protecting them.

» See new business opportunities by contributing to a reduced use of natural

resources in a world where these resources are diminishing.

Climate adjustment to the portfolio

The Church of Sweden perceives climate change as a serious threat to
Creation. In 2009 the church divested from companies that extract fossil
energy sources. The Church of Sweden actively looks for companies that offer
sustainable "climate smart" goods and services. It has entered in a few climate
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impact funds that reduce emissions in various ways (energy efficiency,
renewable energy, forestry protection).

Less focus on benchmarking

Succeeding in the first case mentioned above requires that the asset manager
find companies that have processes and products that contribute to the
conversion to a low-carbon economy. It is sometimes difficult, while actively
managing funds, to achieve a low Tracking Error (the standard deviation
between the yield of the fund and the yield of the benchmark) in indices
such as MSCI World or DJSI. This is due to the fact that the large oil
companies and other fossil-fuel extraction companies make up a significant
portion of these indices.
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CHRISTIAN:

EKD: GUIDELINE FOR ETHICALLY-SUSTAINABLE
INVESTMENT IN THE GERMAN PROTESTANT CHURCH

The Evangelical Church in Germany (EKD) — Evangelische Kirche in
Deutschland — is the umbrella organisation of 20 Lutheran, Reformed and
United regional Churches in Germany. German Protestant church structures
are based on federal principles at all levels. The EKD has 23 million members,
representing nearly 28% of Christians in the population.

People entrust their money to the Church to facilitate the work it carries out.
The Protestant Church thus considers its management of church funds as a
responsibility before God and the people. This applies to all financial
transactions of the Church, and in particular to financial investments.
Commissioned by the Council of the Evangelical Church in Germany (EKD),
the Working Group of Church Investors in the German Protestant Church
(AKI) have developed a 56-page Guideline for Ethically-Sustainable
Investment in the German Protestant Church, designed for church and
institutional investors, and also to help private users. In 2016 the AKI issued a
third edition, in which positive criteria for government bonds and derivatives
were added to existing sections on positive criteria for companies, countries,
microfinance, real estate, commodity, agricultural investments, and notes on
active shareholder engagement. In 2017 it added chapters on Climage
strategies and Green bonds.

The Christian basis for choosing investments
Martin Luther reminds us in his Small Catechism of 1529 to love and trust in
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God and to do good according to his commandments. In his explanation of
the seventh commandment, Luther elaborates: “We should fear and love God
that we may not take our neighbour’s money or property, nor get them by
false ware or dealing, but help him to improve and protect his property and
business [that his means are preserved and his condition is improved].”

In the Leuenberg Agreement of 1973, agreed by members of the Community
of Protestant Churches in Europe it specifically says: “They [the Christians]
know that God’s will, as demand and gift, embraces the whole world. They
stand up for justice and peace on earth between individuals and nations. In
consequence, they must join with other people in seeking appropriate rational
criteria and play their part in applying these criteria.”

In line with this agreement, church activities in the field of investments should
accord with God’s Commandments and the Church’s Mission, not contradict
them. The Church’s Mission consists in the proclamation of the gospel,
socially responsible actions (in terms of Diaconia), and in the commitment to
peace, justice, and the assumption of responsibility for the integrity of
creation for this world. Being a Protestant Christian also entails the freedom

of conscious choice in view of one’s own responsibility before God and man.

Investment objectives may be complementary, neutral, or may compete with
each other. When investment objectives are complementary, the measures to
attain one objective can also benefit the pursuit of other objectives. When the
measures to obtain one objective have a negative impact on the pursuit of
another, these objectives are then mutually competitive. The task of the

investors is to optimize their investments while pursuing multiple goals.

Avoid—Promote—Design are attributes that have been used to establish

several instruments for financial markets which help to guide investors in

making ethically sustainable investments. They are:

» The laying down of exclusion criteria.

e The inclusion of positive criteria.

* Ethically sustainable themed and direct investments.

» Active engagement (business dialogue and/or exercise of voting rights).

e Membership in initiatives that correspond to the intentions of this
guideline.
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Negative screening

Excluded are the following types of companies: those involved in the
development or manufacture of armaments; producing liquors (minimum
alcohol content 15%); manufacturing tobacco products; conducting
controversial forms of gambling; manufacturing products that violate human
dignity with denigrating and degrading portrayals of persons; producing
genetically modified crops; producing coal or oil from oil sands. Also,
excluded due to their controversial business practices are companies, who
themselves or whose suppliers systematically violate human rights, especially
companies responsible for removing previous users from their land, and
companies tolerating inhumane labour conditions and child labour.

The guidelines acknowledge that companies listed on the stock exchange are
usually broadly diversified. This implies that within a company there may
indeed exist individual business divisions, which an investor rejects for certain
reasons. As long as the share of this business division in the total company
turnover does not amount to more than ten per cent maximum, exclusion
should be discouraged for the sake of proportionality. In such a case, a direct
business dialogue would be preferable to exclusion. However, companies
involved in banned weapons should be excluded from investments regardless
of the attributable share of turnover.

In addition the guidelines exclude purchasing government bonds in countries:
whose level of peacefulness ranks “very low™” according to the Global Peace
Index produced by the Institute for Economics and Peace; practicing the death
penalty; classified as “not free” (as identified by Freedom House); perceived as
highly corrupt (rating below 40 in the Transparency International CPI rating;
whose climate performance ranks in the “very poor” category of
Germanwatch’s Climate Change Performance Index.

Positive criteria

Socially compatible criteria include a preference for companies:

+ that assume shared responsibility for the labour conditions in subsidiaries
and suppliers worldwide, or have issued anti-discrimination programmes.

» promoting further training for its entire staff.

 with directives on the employees’ right to assemble, on reasonable working
hours, or in favour of minimum wages.
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Ecological criteria include a preference for companies:

 campaigning for the reduction of pollutant emissions as well as a decreased
consumption of commodities, water, and energy.

+ that develop and promote regenerative energy sources.

« that have environmental policies

Intergenerational justice include a preference for companies:

+ that actively promote measures for infrastructural development and the
construction of schools or expansion of water and power supply systems.

 developing products with a sustainable life cycle, e.g. by using sustainably
produced commodities, or organically degradable ingredients

+ that guarantee health care within a community/society, or engage in
research on thus far neglected diseases.

» whose activities cause minimal impact on climate change.

Green Bonds and Climate strategies (added 2017)

The Climate Strategies document compiled by and adopted by AKI in 2017
included the requirement for fund managers to take into account a variety
of dimensional decisions on the climate impact of their investment, with
guidelines for doing this. It stated that “Climate protection is a cross-
sectional task that must be addressed not only by church investors but by
churches in general. Thus a climate strategy for financial investments of
the Church should be embedded in comprehensive catalogues of measures,
and communicated as part of a climate protection concept that
encompasses all life areas of the Church.” The full document can be
downloaded from the ARC website.

With Green Bonds (or social bonds), two requirements for sustainable
investment can be met simultaneously, which until now could only be
implemented by using a variety of instruments. Most Green Bonds have a
risk/reward ratio that is largely identical with conventional bonds, and
proceeds of the issue are invested into projects meeting specific ecological

or social criteria.

Regardless how well documented Green Bonds are, sustainable investors are
still confronted with the essential question whether those bonds should be
purchased from issuers who have not made it on their individual list of
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sustainable responsible companies. Should one, for instance, purchase a Green
Bond from a nuclear power plant whose operator credibly claims to use its
proceeds exclusively for regenerative energies?

Rating the sustainability of Green Bonds is more complex than rating other
bonds, given that both the issuer as well as the specifically bond-funded
project must be assessed. The following possibilities are the outcome of this
for investors with ethically-sustainable goals:

1. They go by the issuer’s sustainability assessment only and buy bonds from
issuers who meet their criteria regardless whether these are Green or

conventional bonds.

2. They go by the issuer’s sustainability assessment and the project funded by
the bonds. That is, they only buy bonds from issuers who meet their
criteria. If such an issuer provides Green or Social Bonds these are given
preference.

3. They only go by the sustainability assessment of bonds-funded projects.
That allows purchasing Green Bonds from issuers, who do not meet the
criteria of the investors and whose conventional bonds would be usually
avoided. In this case, however, further regulations should be introduced
and observed.

Investors also need to ask which categories of projects are covered by the

investor’s sustainability criteria and what information on the projects being
funded is expected.
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CHRISTIAN:

EVANGELICAL REFORMED CHURCH OF THE CANTON OF
ZURICH

The Evangelical Reformed Church is a member of the Federation of Swiss
Protestant Churches. It traces its roots back to the Reformation, which came
to Zurich in 1519 when Ulrich Zwingli became Leutpriester at the
Grossmunster in Zurich. It has around 440,000 members with around 170
parishes and 450 clergy.

Investment activity is not one of the core tasks of the Church. However,
financial funds that are held will be managed responsibly by the Church
Council which strives for a sustainable investment policy. Of the CHF 7.4m
(US$7.5m) held in 2017, the target is for 30% to be in shares and funds; 60% in
bonds and 10% in the money market.

There is currently no specific set of guidelines on faith-consistent investment
adopted formally by the Reformed Church. And up until now there is no

positive screening

Positive Screening

For the Church, ethically sustainable, socially and ecologically
responsible investment behaviour is an important task. There is an active
preference for investing in companies characterised by sustainable

entrepreneurial value creation.

It is important in investment, as for many aspects of Church activity, that the

34



needs of the present generations are satisfied, but that future generations are
remembered, and given the opportunity to meet their needs.

Although it does not currently have an FCI policy the Church would find it
helpful to learn from positive examples from other churches of religions.

Negative screening

The Church will not invest in companies that:

¢ Violate social and environmental standards

¢ Manufacture or trade armaments
 Systematically violate human rights systematically
» Exploit resources irresponsibly

The negative screening is currently done by the bank with which the Church
funds are invested.

This paper was written by Stefan Grotefeld, head of the Lebenswelten department of
the Reformed Church of Zurich
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CHRISTIAN

MERCY INVESTMENT SERVICES

Mercy Investment Services is the combined investment program of the Sisters
of Mercy of the Americas (USA, Central and South America, Philippines,
Jamaica and Guam) and 45 of their sponsored ministries. Mercy Investment
Services does not disclose assets under management; however, its investment
program includes a global equity pool, three fixed income pools and three
alternative investment pools. In addition, as part of its asset allocation, 2% of
funds are invested in its impact investing program, Mercy Partnership Fund,
which supports underserved communities globally and expects a less than
market-rate return.

Exclusions from investment

Mercy Investment Services excludes the producers of the following products
based on specific revenue thresholds:

 Abortifacient drugs or devices;

* Nuclear, chemical, biological weapons and firearms;

» Tobacco;

e Thermal coal and oil sands;

* Embryonic stem cell research;

» Pornography;

o Derivative investments in food commodities.

Positive screens
Mercy Investment Services also has established a set of positive screens that
managers incorporate into investment selection:
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e Advancement of women and underrepresented populations;

* Board diversity;

 Just employment practices and vendor standards;

¢ Effective environmental policies to promote sustainability of life, especially water;
» Protection of human rights;

e Promotion of non-violence.

Impact Investing

For more than 20 years, the Sisters of Mercy have focused a portion of their
investments in global community investments, which expect a less than market-
rate return, in affordable housing, community facilities, environment/energy,
global health, job creation, small business/co-op growth, sustainable
agriculture, and women. Mercy Partnership Fund currently has 57 investments

in 30 countries.

In addition, Mercy Investment Services currently holds approximately 2% of its
portfolio in its market-rate alternative fund, which invests in projects in various
social and environmental impact areas. In just the fourth year of this fund, the
market rate allocation is expected to grow to approximately 4% of the total
portfolio in the next several years. This allocation includes the Environmental
Solutions Fund, which has funded global projects for expanding renewable
energy, energy and water efficiency, sustainable agriculture, green buildings, and
materials recycling.

Finally, Mercy Investment Services views its total portfolio as activated toward
impact, and engages 145 companies owned in its global equity pool on a broad
range of environmental, social and governance issues, including the SDGs.
Focus areas of engagement include: human rights, human trafficking, access to
affordable health care globally, environmental sustainability (climate
change/water) and responsible governance practices such as lobbying and
political expenditures and board diversity.

The principles behind the investment strategy

As a Roman Catholic organization, Mercy Investment Services is guided by the
teachings of the Roman Catholic Church, including writings such as Laudato Si
and its call for ecological conversion and to assist those persons in poverty with
access to basic resources, clean energy supply, etc.
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Mercy Investment Services is also guided by the Direction Statement and
Critical Concerns of the Sisters of Mercy: inspired by the life of Jesus and by
their founder, Catherine McAuley, the Sisters of Mercy envision a just world for
people who are poor, sick and uneducated. The Sisters of Mercy are women of
faith who commit their lives to God and their resources to serve, advocate and
pray for those in need around the world. They focus their efforts on Critical
Concerns, which the Sisters recently reaffirmed in the following statement:

Grateful for the many people of all nations and races and religions who continue

to seek justice and to love their neighbours, we choose to recommit ourselves to:

» grow in the practices of nonviolence and peace-making;

* honour our own internationality and the dignity and worth of all persons;

 seek interracial understanding and equality;

o care for Earth, attending to the issues of climate change, the human right to
clean water, and the dangers of extractive industries;

o always respecting the dignity of each person;

o serve and advocate with and for persons who are impoverished or
marginalized;

¢ accompany immigrants, refugees and victims of human trafficking in their
quest for safety, freedom, and a better life; and

o defend the lives, dignity, and equality of women.

The Future

Mercy Partnership Fund recently refined its impact focus areas to invest in

organizations, funds and projects that align with one or more of its impact

objectives and anticipates increasing its investments globally:

* Reduce economic poverty for individuals and their communities, within the
USA and globally, especially those underserved by traditional sources of
capital

e Support economic, health, and educational opportunities for women,
children, immigrants, refugees, and people of colour

» Protect the environment to ensure current and future generations globally
have access to:

o Clean water and sanitation

o Affordable and clean energy

o Sustainable agriculture and food systems
o Sustainable fisheries and aquaculture
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Mercy Investment Services has developed impact measurement systems for
Mercy Partnership Fund and its shareholder advocacy program that will track
their impact effectiveness based, in part, on alignment with applicable SDGs.

Mercy Investment Services is also committed to identifying additional projects
in the Environmental Solutions Fund and the market rate alternatives pool
impact fund to meet its social and environmental impact criteria that align
with applicable SDGs.
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CHRISTIAN

METHODIST CHURCH IN BRITAIN AND THE WESLEY GROUP

There are some 1,600 active Methodist ministers in the UK, 4,552 places of
worship and around 195,000 members. Around £1billion of Methodist money
is invested in stocks, shares, bonds and other schemes. This money comes from
individual churches and circuits, as well as national funds. All the money is
invested in line with ethical principles. As at 31 August 2016, the Methodist
Church held fixed asset investments with a market value of £164 million
(US$216m). Methodists have their own investment agency, the Central Finance
Board (CFB), which has the job to manage the funds and get good returns on
their investments whilst making sure that the investments are in line with the
moral and ethical teaching of the Church - such as not investing in companies
that profit from alcohol, gambling, pornography or the arms trade.

From its base in the City of London, the CFB is a Christian witness in the
investment community. By acting as shareholders of major companies,
including some listed on the FTSE-100, it can influence decisions and vote in
shareholder meetings. This provides Methodists with a powerful voice at the

heart of economic life in one of the world's most important financial centres.

This document has been prepared in collaboration with The Wesley Group
(MIC Ltd), which has financial assets of around £50 million (US$65m). The
Wesley group manages the Wesley Euston Hotel and Conference Centre, “the
first ethical hotel in London”, and in 2012 became the only London hotel to
earn the Social Enterprise Mark. It picks Fair Trade suppliers, is registered to
the City of London Climate Pledge, observes ISO 14001 standards, has
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improved water efficiency, has waste segregation programmes, sources most
of its food locally, uses only free range eggs and meat (as minimum standards)
and only uses ingredients from sustainable suppliers. “We don’t just take our
suppliers’ word for it. Instead, we background check every vendor and
personally visit the farms.”

Principles of Investment

John Wesley, the cofounder of Methodism was born in 1703, the 13th of 18
children (of whom nine survived). They struggled for money and Wesley once
saw his father, an Anglican priest, arrested and taken gaol for his debts. As he
grew up Wesley thought a great deal about money and what it meant. He
came to believe that when income increased, what should increase was not
your standard of living but your standard of giving. He gave a sermon titled
“Use of Money”, in which he said: “The love of money,” we know, “is the root
of all evil;” but not the thing itself. The fault does not lie in the money, but in
them that use it. It may be used ill; And what may not? But it may likewise be
used well.” In that sermon there were three rules about money.

1. “Gain all you can...”

But what we “ought not do is gain money at the expense of life, nor (which is
in effect the same thing) at the expense of our health.” He said that no idea of
making a profit should induce us to enter into any employment which impairs
our constitution, giving as an example those employments “which imply the
dealing much with arsenic, or other equally hurtful minerals, or the breathing
of an air tainted with steams of melting lead, which must at length destroy the
firmest constitution”. He thus prohibited gaining money through industries
that pollute the environment or endanger workers. He also prohibited pawn-
broking, selling goods below the market price (“we cannot study to ruin our
neighbour’s trade, in order to advance our own”), selling anything which
impairs health, in particular spirituous liquor

2. “Save all you can”

When people spend money on things they do not really need, they begin to
want more things they do not need. Instead of satisfying their desires, they
only increase them: "Nothing can be more certain than this. Daily experience
shows that the more they are indulged, they increase the more." He especially
warned against buying too much for children. People who would never waste
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money on themselves might be more indulgent with their children. "Why
should you purchase for them more pride or lust, more vanity or foolish and
hurtful desires?"

3. “Give all you can”

Tithe your money and then give more. And invest well what you keep. “Nor,
indeed, can a man properly be said to save anything, if he only lays it up. You
may as well throw your money into the sea, as bury it in the earth. And you
may as well bury it in the earth, as in your chest, or in the bank of England.
Not to use, is effectually to throw it away.”

In 2000 Methodists adopted the Methodist Environmental policy, which
affirming challenging all Methodists “to care for the earth by following
sustainable practice and taking into account global and local environmental
considerations for present and future generations: in the conservation and use
of resources in the Church and at home; in helping to develop more
sustainable lifestyles; in active involvement in Local Agenda 21 and other
community initiatives; in concerns for action on global environmental

initiatives.”

Negative screening

Methodist organisations, including MIC, do not conduct business with, or
invest in, companies that are wholly or mainly involved in alcohol, gambling,
high interest lending, tobacco or pornography.

Positive screening

During 2015/2016 the Joint Advisory Committee on the Ethics of Investment
(JACEI) advised the Methodist CFB on a wide range of ethical issues
including: organising a fossil fuel roundtable meeting; assessing oil and gas
companies against the Climate change: Implications for different fuels” policy
leading to divestment from three companies and listing of a further six for
exclusion from investment; leading an investor coalition in co-filing a
shareholder resolution at the Anglo American AGM on carbon disclosure and
transparency on policy positions in relation to climate change; meeting with
mining companies to discuss community relations and environmental issues;
engaging with Dignity, the largest UK provider of funerals asking them to
support the Fair Funerals Pledge. Recently the CFB has been working with the
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Carbon Disclosure Project and is a founding partner of the Transition
Pathway Initiative that assesses companies” expected future performance on

carbon emissions.

Case study: The Living Wage

In 2011 the Methodist Church was the first UK church denomination to pay
the Living Wage. That same year the Central Finance Board began a
programme of engagement with UK companies on the subject. The Living
Wage is based on the cost of living in the UK. In contrast the new compulsory
minimum wage for staff aged over 25, which the government has confusingly
called the National Living Wage, relates to labour market conditions rather
than a family’s need and is calculated on the basis of what the market might
be able to bear without significant disruption. Over the past five years the
CFB’s engagement with companies has had considerable success. Of 19
companies originally targeted, 12 (including Lloyds, HSBC and Pearson) have
either become Living Wage employers or have moved significantly towards
adoption.

The Wesley Hotels section was compiled by trustees Stuart Burgess and John Nyota.
The wider Methodist Church in Great Britain details were taken from the Methodist
Church Consolidated Financial Statements September 2015-August 2016 and
www.cfbmethodistchurch.org.uk/ethics/ and www.methodist.org.uk
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CHRISTIAN

MISSIONS OF THE SOCIETY OF JESUS FUND

The Missions of the Society of Jesus Fund (General Curia of the Society of
Jesus) manages a nine figure fund. This is primarily made up of actively
managed funds and is currently 65% equity, 18% Fixed; 15% Alternative; 2%
Cash. A minimum of 10% of assets is dedicated to positive impact funds which
seek to aid the poor or improve the environment. Currently investments are
screened by an investment consultant who is constantly looking for funds that
have a positive screen and which meet investment history standards.

The principles behind the investment

The funds are managed with an ethos inspired by Laudato Si’, the Papal
Encyclical of 2015, in which Pope Francis urged us to be positive in approach
to the world, supporting efforts that help.

Catholic Social Teaching also asks us to not participate in certain areas. Given
our structure of actively managed funds it is difficult to use a negative screen.
However in choosing between two funds, how a fund approaches social issues
regarding life would have an effect on our decision.

The future

Positive “impact” could be easily watered down, therefore the need to have
some strict criteria that assure that the positive impact is indeed focused
on improving a negative situation in the environment or the state of the
poor. Secondly there is a need to be able to evaluate whether indeed there

was a positive impact.
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Current investment guidelines could be adapted in future to establish widely
accepted benchmarks to determine if a fund (a) qualifies as an impact fund,
and (b) to what degree it has accomplished a positive impact as intended.

The investment industry needs to know that there is a “market” for these types
of investment funds. To have a sense of what amount of monies might be
available for such funds could encourage investment managers to create funds
and metrics to attract investors seeking to make positive contributions
through their investments.

Flexibility is key. Having a one-size-fits-all approach will not work. Giving
steps and various strategies to investors will increase the involvement. It also
has to incorporate models as simple as local investing in areas where
investment skills are very basic, and as complicated for investors with highly
trained staffs and consultants.

Convincing people of the importance of doing this, and how it is within their

fiduciary responsibility is always the ongoing challenge.

These details were compiled by ] Thomas McClain SJ on behalf of the Missions of the
Society of Jesus Fund. They reflect the contents of the Investment Policy which has
been reviewed by the Investment Committee and the General Treasuret.
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CHRISTIAN

OIKOCREDIT

The Oikocredit Ecumenical Development Cooperative Society (EDCS) was
founded in 1975 by the World Council of Churches. It was initially led by
activist young priests looking to pioneer a financial instrument which would
deliver a blend of positive social and financial returns for churches, while
giving the poorest segments of the population the financial investment to lift
themselves out of poverty. It has total assets of Euros 1.2bn (US$1.4bn) and
has over 800 social enterprise partners in 70 countries.

Oikocredit is both a co-operative and social investor, and provides an
investment opportunity for the public — both individuals and organisations.
Investment is by way of depository receipts in the Oikocredit International
Share Foundation (OISF) and can be in GBP, Euros, Swiss Francs and other
currencies. An annual gross dividend of up to 2% has been paid every year
since 1995. Investors have always had their capital repaid. The minimum
investment is £150 or €200. There is no maximum investment, no required
notice period for withdrawals, and no annual management charges.
Investments can be made as lump sums or instalments. Terms and
conditions apply. Investments are not covered by a Financial Compensation
Scheme and are potentially illiquid. Although depository receipts have
similar characteristics to ordinary shares, they do not come with voting
rights, thereby protecting the triple bottom line mission of Oikocredit and
ensuring a sustainable balance between financial, social & environmental

returns.
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Over 80% of investors’ capital reaches the field within 3 months, with a
further 15% held statutorily on reserve for liquidity.

Oikocredit is supported by many churches and faith-based organisations;
many are member-shareholders of the Oikocredit co-operative.

Current investment activities
Oikocredit’s current investment activities focus on three key areas:

1) Inclusive Finance (€ 815m): Oikocredit provides loans, equity and other
support to inclusive finance enterprises, including microfinance institutions,
co-operatives; non-banking financial institutions; banks offering diverse
financial products; small-to-medium-sized enterprises (SMEs), and
wholesale funds. These inclusive finance partners work with the most
financially-excluded individuals and groups to help them borrow and save
responsibly. Women and rural communities are a particular emphasis.

2) Agriculture (€157m): As one of Oikocredit’s strategic growth sectors, we
support small-holder farmers by providing financial and technical assistance
to agricultural co-operatives, fair trade producers, suppliers and distributors.
We place particular emphasis on ensuring that they can secure fairer, more
robust positions in the value chain and build greater resilience in the face of
climate change.

3) Renewable Energy (€40 million): investing in ventures that provide
affordable, renewable energy to underserved regions in a way that is
economically, socially and foremost environmentally sustainable.

Screening

During the screening process for potential partners, we use environmental,
social and governance (ESG) scorecards — one for financial intermediaries,
another for production and services enterprises — to assess potential partners.

Selection criteria also include a clear focus on the outcomes for low-income
communities, commitment to social development and environmental
sustainability, ability to create jobs and incomes, good governance, effective

management and gender inclusion.

47



We agree strict Client Protection Principles (CPP) with our partners and will
withdraw from an investment if a partner is not placing clients at the centre

of what they do, or is charging excessive interest rates.

Principles

Oikocredit is guided by the principle of empowering disadvantaged people
in low-income countries. We seek to create a global, just society in which
resources are shared sustainably, and all people are empowered with the
choices they need to create a life of dignity. We therefore challenge all to
invest responsibly and provide financial services and support organizations
with capacity-building to improve the quality of life of low-income people

or communities in a sustainable way.

Our mission and associated social performance measurements align with
many of the SDGs — particularly 1 (no poverty), 2(no hunger), 5 (gender
equality), 7 (affordable energy) and 8 (decent work and economic growth).

Negative screening

Oikocredit never finances organisations (or holds money in term investment
funds) that are involved in activities such as child labour, arms production,
explosive, or dangerous materials and fossil fuels. We furthermore use
rigorous criteria to select and monitor the financial, social and environmental

focus of our partners. Our social enterprise partners must be:

» Experts in inclusive finance, agriculture and renewable energy projects
that will create income and jobs for financially-excluded groups -
particularly women and rural communities.

e At mid-stage growth, revenue-generating, financially sustainable (or can
soon become so) and have suitable governance in place.

» Demonstrating a clear need for foreign investment and are looking for
equity or debt funding of between €2m and €15m+.

» Focusing on activities that promote fair trade principles and adhere to
strict client protection principles.

» Appointing women to influential management and/or implementational
roles.

 Placing responsible social and environmental impact at the heart of what
they do, including adequate measuring and reporting of impact metrics.
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While Oikocredit’s ecumenical values and mission guide the co-operative
culture and activities, we do not use our faith to filter out investments. We
invest in partners across 70 countries across Latin America, Africa, Asia and
central & eastern Europe. Diversity is central to our activities, while our
mission remains centred around poverty alleviation and other goals,
irrespective of faith.

The Future

The notion of socially responsible investing is still young, although
gathering increased interest from churches, governments and private
individuals as an additional way to help overcome some of the biggest world
challenges alongside donations and grant funding. There is some way to go
in building awareness for the social investing sector, Oikocredit, and
educating the public on the role that it plays in improving peoples’ lives and
the planet in low-income and developing countries.

This document was compiled by Monica Middleton, National Directot, Oikocredit UK
& Ireland
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CHRISTIAN

OBLATE INTERNATIONAL PASTORAL INVESTMENT TRUST

The Missionary Oblates of Mary Immaculate are a Roman Catholic
congregation of priests and brothers founded after the French Revolution by
St. Eugene De Mazenod to work among the poor. Today there are nearly 4,000
missionaries working in more than 60 countries and in the USA there are more
than 300 priests and brothers. They care for the spiritual needs of people at
shrines and retreat houses. They care for the material needs of the poor at
hospitals, soup kitchens and other social service programs. For the year ended
June 30, 2015 they had US$4.9 million in unrestricted net assets. At the present
moment 32% of the fund is in private market and one-third of that amount

fits into our working impact investing definition.

The Oblate International Pastoral Investment (OIP) Trust www.oiptrust.org
was established by the Missionary Oblates in 1992 and it’s investment
philosophy is rooted in the Catholic faith tradition and strives to be consistent
with that faith tradition.

It retains Sustainalytics, a provider of ESG research and ratings, to use the
guidelines to screen over 10,000 companies that are constituents of the
recognized market indices, which include developed, emerging and frontier
markets. The guidelines serve as a basis for discussion with the general
partners of alternative (e.g. private equity, venture capital, mezzanine debt)
investments that are pooled.

The OIP actively votes its proxies and engages corporations, many times in
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collaboration with other faith-based investors through its membership in the
Interfaith Center on Corporate Responsibility www.iccr.org . It participates in
public policy debates and advocacy as they affect the rights and long-term
interest of shareholders and their investment philosophy.

Negative Screening Criteria

Based on its faith-based principles and commitment to active ownership of
shares the OIP does not invest in mutual funds, ETFs, or other investment
products that would preclude the effective application of the guidelines.

1. Assault Weapons/Handguns

Companies that derive any of their revenue from the production or retail sale
of assault weapons and/or the components of such weapons with the intent
directly or indirectly for sale and/or distribution to the general public. In
addition we avoid companies that have made lobbying contributions over the
most recent fiscal year in opposition to legislation with the proposed intent of
strengthening current regulations concerning the retail sale and distribution of
firearms, including handguns.

2. Business Ethics

Companies involved in major controversies related to unethical business
practices or identified as Non-Compliant or Watch List by the Global
Compact Compliance Service.

3. Climate Change/ Global Warming

Companies in developed markets that derive 50% or more of their annual
revenues from the extraction of thermal coal; electric utilities companies
that derive 50% or more of their overall owned capacity fuel mix from coal
unless 20% or more of that capacity is from renewable sources. In
developing markets: companies that derive 50% or more of their annual
revenues from the extraction of thermal coal, unless their overall ESG
performance rank is within the top quartile of their peer group; electric
utilities companies that derive 75% or more of their overall owned capacity
fuel mix from coal, unless their ESG performance rank is in the top quartile
or they derive 10% or more of their overall owned capacity fuel mix from
renewable sources. Also companies with 25% or more of their weighted
reserves and/or production assets in the Oil Sands or with a stranded asset
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risk (determined by the company’s exposure to, and management of, carbon
risk) in the lowest 50% of their peer group, unless their management of such
risk is in the top quartile.

4. Employees
Companies involved in major controversies over discrimination, labour rights
and/or working conditions.

5. Adult entertainment

Companies involved in adult entertainment

6. Environment

Companies involved in major controversies or incidents related to the
environmental impact of their operations, contractors, supply chain, products
or services. Businesses should support a precautionary approach to
environmental challenges; they should undertake initiatives to promote
greater environmental responsibility; and encourage the development and
diffusion of environmentally friendly technologies.

7. Human Rights

Companies identified as complicit in human rights violations. OIP pays special
attention to jurisdictions where there is a high likelihood that companies may
be complicit in human rights violations i.e. Central African Republic;
Equatorial Guinea; Eritrea; North Korea; Saudi Arabia; Uzbekistan.

8. Life Ethics

Companies that own and/or operate one or more acute care hospitals or
surgical centres that provide abortion services; that manufacture
abortifacients; that derive 25% or more of their revenues from the
manufacture contraceptives (except condoms). The OIP supports research
that utilizes adult or somatic stem cells, but will not invest in companies
involved in the use of embryonic stem cells or tissue derived from human
embryos or foetuses.

9. Military Weapons
Companies that derive any revenues from the production of weapons of mass
destruction or indiscriminate targeting, or components of such weapons. Also
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that derive 50% or more of annual revenues from conventional weapons,

weapons systems, weapons components, weapons services.

10. Relationships with Local Indigenous Communities

Companies involved in major controversies over their relationship with or
impact on local indigenous communities. Compliance with the principles of
Free, Prior and Informed Consent.

11. Tobacco

Companies that manufacture tobacco products; derive 10% or more of
revenues from the supply of tobacco-related products including pipes, rolling
papers, acetate tow or specialized packaging materials; derive 10% or more of
revenues from the distribution and/or retail sale of tobacco products.

Positive Screening — Impact Investing Vision and Strategies

OIP has been engaged in the Impact Investing conversation and project from
the inception of the discussion. In the Investment Guidelines Document
crafted and published by the US Conference of Catholic Bishops in 1986 the
principles of Do No Harm and Avoid evil were paramount but the guidelines
also encouraged investment committees to adopt positive strategies to
promote the common good. The Global Impact Investing Network (GIIN)
launched in 2009 provided an initial framework, guiding principles and set of
categories to increase the scale and effectiveness of impact investing. The
strategies target a range of returns from below market to market rate.

The OIP has been supportive of these initiatives, especially through

microfinance, low interest loan funds and targeted social impact funds.

Investing in Private Equity (Market) funds and in Debt (private market) funds

have been important vehicles. The OIP has followed the SDGs with great

interest through our UN partner VIVAT and many of the themes and

objectives resonate with our vision and mission. The OIP has worked from a

broad set of categories including:

* sustainable agriculture,

e access to capital,

+ access to medicines and invention of new medicine to address specific
diseases,

 clean energy,

53



e infrastructure
e education

At the same time, the founding mission of the OIP and the religious charisms of
our participants have informed this conversation. In addition, we have privileged

geographies where our participants may have boots on the ground while
recognising the risks and forecasts that some regions and market sectors display.

The original version of this paper was submitted by Father Seamus Finn of OIP
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CHRISTIAN

PRESBYTERIAN CHURCH USA

The Presbyterian Church USA has around 1.5 million active members and
some 20,000 ordained ministers in nearly 10,000 congregations. It is the largest
Presbyterian denomination in the USA. Presbyterianism is a form of
Protestant Church government in which the Church is administered locally by
a minister, with a group of elected elders of equal rank. The Presbyterian
Church USA has ordained women as elders since 1930 and as ministers since
1956. It was formerly known as the United Presbyterian Church in the USA.
The Board of Pensions and the Foundation of the Presbyterian Church USA
manage a combined total of some US$11 billion in assets under management.

Both agencies are universal investors.

Investment background

In 1971 the 183rd General Assembly of the United Presbyterian Church USA
adopted Investment Policy Guidelines which, affirming “the concept of using
investments as tools for mission”, were designed to “provide handles for the
practical implementation of the concept.”

Today the Presbyterian Church USA has detailed investment guidelines for
itself and for congregation members, covering available in a dedicated section
on its website pilp.pcusa.org. It has a team dedicated to loans and investments.

Through its Committee on Mission Responsibility Through Investment,
the church issues an annual Divestment/Proscription List based on the
policies of the General Assembly. The 2017 document contains a list of 50
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named corporations that are out of compliance with the church’s policies.
These include: companies involved in military-related weapons
production, tobacco, human rights violations or companies operating
prisons for profit, a controversial policy of contracting third parties to run
institutions, which can lead to poor conditions for prisoners, reduced
safety, and poor rates of reoffending.

The prison industry in the USA made profits of some $5 billion in 2011 leading
many banks to invest in them. However in the past five years many US faith
institutions, universities and others have voted to divest from the private
prison industry.

Theological underpinning

Much of the theological underpinning for the guidelines comes from the
Presbyterian Confession of 1967:
www.presbyterianmission.org/resource/inclusive-language-version-
confession-1967/

“God has created the beauty and vastness, sublimity and awfulness, order and
disorder, the world reflects to the eye of faith the majesty and mystery of its
Creator.” (9.16)

“The members of the church are emissaries of peace and seek the cooperation
with powers and authorities in politics, culture, and economics. But they have
to fight against pretensions and injustices when these same will finally
prevail.” (9.25)

“His service to men and women commits the church to work for every form

of human well-being.” (9.32)

“God’s redeeming work in Jesus Christ embraces the: social and cultural,
economic and political, scientific and technological, individual and
corporate.” (9.53)

Positive and Negative principles
As well as principles on tobacco, alcohol, gambling and military-related and
weapons production the 2017 proscription/divestment list for MRTT includes
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guiding principles on human rights and publicly traded for-profit prison
companies and there is a proposal that will go to the 2018 General Assembly
for the church to affirm and adopt an instrument to help measure progress
with companies especially in the oil and gas industry.

Palestine and Israel investment guidelines

The Presbyterian Foundation has also adopted a program focused on positive
investment in Palestine, called Transformational Investment. It recognizes
Israel’s right to exist as a sovereign state within secure, internationally
recognized borders, as well as Palestinians’ right to self-determination,
including the right to establish a neighbouring, independent, sovereign state
and is led by “the desire of all to establish a just and durable peace to which
the end of occupation is essential.”

The aim is to “make a difference in the lives of those most vulnerable,
preserve an effective witness to peace in the entire region, be invested in
the West Bank around issues of job creation and economic development,
minimize Palestinian dependence on Israel or others, offer transparency
of use and impact, and provide direct engagement with those who
ultimately benefit”.

The programme requires companies to confine “business activity solely to
peaceful pursuits, and refrain from allowing their products or services to
support or facilitate violent acts by Israelis or Palestinians against innocent
civilians, construction and maintenance of settlements or Israeli-only roads in
East Jerusalem and the West Bank, the Israeli military occupation of
Palestinian territory, and construction of the Separation Barrier as it extends
beyond the 1976 “Green Line” into Palestinian territories.”

Environment investment guidelines “Caring for God’s Creation”

The Boar