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In the spirit of reconciliation, Perennial
acknowledges the Traditional Owners of

the Country in which we work, the Gadigal
people of the Eora nation, and recognise

their continuing connection to land, waters
and culture. We pay our respects to their

Elders past, present and emerging.
 

We accept the invitation in the Uluru
Statement from the Heart to walk together
in a movement of the Australian people for

a better future.
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Established in 2000, Perennial Partners is an Australian fund manager managing approximately A$7.1 billion
on behalf of institutional and retail clients. 

While we have previously produced a separate ESG Report and Engagement Report, this is Perennial’s first
integrated ESG and Engagement Report. This report aims to provide insight into the firm’s integration of ESG
at both a corporate and investment level, in addition to our ESG engagement efforts with companies in our
investible universe. This year, we have decided to combine the ESG Report and Engagement Report to
streamline our reporting suite. The Report will be released annually covering the financial year period.

Perennial believes that environmental, social and governance (ESG) issues can impact the performance of
companies. Therefore, ESG & sustainability performance can influence the returns generated by our
investment portfolios. We are dedicated to integrating ESG & sustainability into our investment decisions and
improving our corporate ESG & sustainability.

Welcome

Perennial was recognised as a Responsible Investment Leader by the Responsible Investment Association
Australasia (RIAA) for 2022 for the third consecutive year and ranked among the top 10 asset
managers/asset owners. This recognition highlights our continued commitment to responsible investment
across the business. 
We have launched our Reflect Reconciliation Action Plan. 
We undertook our first internal diversity survey.
Our firmwide operations have been certified as operationally carbon neutral for FY21 and FY22 through
Pathzero. An overview of our emissions profile can be found here. Additionally, we are set to achieve
Climate Active Certification for FY22 – an Australian government-backed program to certify carbon-neutral
claims.

From a corporate perspective, this year we have made substantial progress on our ESG integration and
corporate sustainability strategy. 

ESG at Perennial
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UN PRI Signatory
Perennial has been a signatory to the United Nations Principles of Responsible Investment (UN PRI) since
2009. As a signatory, we agree to the six principles of Responsible Investment. 

https://reports.pathzero.com/perennial-partners
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The ESG&E Score is a 
proprietary scoring 
system established and 
run in-house by the 
Perennial sustainability 
team with input and 
insight from the sector 
analysts. Each company 
is given a score for 
Environment, Social and 
Governance 
performance, as well as 
a score for company 
Engagement. Each 
portfolio must have an 
ESG&E score above the 
weighted average 
benchmark score.

ESG&E Score

The company’s ESG
performance and
characteristics are one
of the considerations in
portfolio construction.
Stocks with ESG&E
related concerns are
either unlikely to be
held or have a lower
weight in the portfolio
relative to other stocks
with similar
characteristics. 

Portfolio
Management

Each portfolio has
negative screens,
excluding investment in
certain industries. 

Exclusions /
Negative
Screens

Engagement with
companies to discuss
material ESG issues,
risks and opportunities.

As responsible stewards
of capital, we use our
voting discretion in the
best interests for our
clients.

Stewardship

 In-house proprietary Environment, Social, Governance & Engagement (ESG&E) Scoring system
 Stewardship - engagement & proxy voting 
 Exclusions / Negative screens
 Portfolio management

PERENNIAL'S 4 PILLARS OF ESG INTEGRATION

Our approach to integrating ESG in the investment process is based on the following 4 pillars:

1.
2.
3.
4.

ESG Investment Process

In FY22, the Perennial sustainability team added to its existing suite of proprietary ESG investment tools to
elevate investment analysts’ engagement with companies on ESG issues. New tools developed include the
Engagement Generator and a refresh of the ESG Company Database.

The Engagement Generator provides analysts with a tool to generate engagement topics and questions
specific to a company and its sector. It also outlines the details of their latest ESG-related engagements with
the company to help guide engagement efforts in the companies we invest in.

The ESG Company Database provides investment analysts with a snapshot of a company’s key ESG
performance metrics and is updated on a half-yearly basis, pulling from several internal databases and
external data providers. 
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NEW ESG INVESTMENT TOOLS
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40:40 VISION

In 2022, Perennial joined the 40:40 Vision, an investor-led initiative working towards
gender-balanced executive teams by 2030. The Vision seeks to bring transparency
and accountability to companies’ commitments to gender diversity in senior
leadership and calls for at least 40% women in executive teams by 2030. 40:40
stands for 40% women, 40% men and 20% any gender.

We are pleased to be joining as the lead investor for 3 portfolio companies and will
be taking charge of conversations with these corporates on enhancing the
representation of women in their executive teams.

We believe the collective support of the ASX300 and investors is critical to achieving
gender-balanced executive teams that will help strengthen corporate governance
and performance for shareholders. We encourage other investors and ASX300
companies to join the pledge to achieve the 40:40:20 gender balance target in
executive leadership by 2030, to bring about tangible, structural change.

ESG Initiatives
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EXCLUSIONARY SCREENS

The Perennial Better Future Trust has had exclusions and negative screens since its
inception in 2018. In 2021, the Perennial Smaller Companies Trust, Perennial
Microcaps Opportunities Trust, Perennial Australian Shares Trust and the Perennial
Concentrated Australian Shares Trust adopted negative screens as outlined in our
Responsible Investment (RI) policy.

30% CLUB

Since April 2020, Perennial has been a signatory to the 30% club and supported the
view that the board of directors of ASX-listed companies should have a minimum
30% representation of women.

RESPONSIBLE INVESTMENT ASSOCIATION AUSTRALASIA (RIAA)

We are members of the Responsible Investment Association Australasia (RIAA). RIAA
champions responsible investing and a sustainable financial system in Australia and
New Zealand. In 2022, we were recognised by RIAA as a Responsible Investment
Leader for the third consecutive year and ranked among the top 10 Responsible
Investment Leaders. The Perennial Better Future Trust is also certified as a
Responsible Investment Product.

NOVEMBER 2022PERENNIAL INTEGRATED ESG AND ENGAGEMENT REPORT
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ESG Initiatives
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INVESTORS AGAINST SLAVERY & TRAFFICKING ASIA-PACIFIC
(IAST APAC)

Perennial is a founding signatory of Investors Against Slavery & Trafficking Asia-
Pacific (IAST APAC). Established in 2020, IAST APAC is an investor-led initiative to
promote effective action by corporates to identify, resolve and prevent modern
slavery, labour exploitation and human trafficking across supply chains. As at 30
June 2022, IAST APAC comprised 37 investors representing A$7.8 trillion in assets
under management, together with the Australian Council of Superannuation
Investors (ACSI), Walk Free and the Finance Against Slavery and Trafficking (FAST)
initiative.

IAST APAC operates across two workstreams: 1) Investor statement on modern
slavery and 2) Engagements with specific companies. We are participants in both
workstreams 1 and 2. 

PERENNIAL BETTER FUTURE SURVEY

A key component of Perennial’s engagement with companies on ESG issues is the Better Future Survey. In
2021, Perennial conducted its third Better Future Survey. The survey is designed to take the "ESG Pulse" of
ASX-listed companies. It seeks to obtain the views of ASX-listed companies on where they have been, where
they are now and where they are going on all things ESG. We use the findings from the survey to guide our
engagement with companies in the following 12 months.

The Perennial Better Future Survey Report outlines the key results of the survey and important themes and
conclusions. It also draws comparisons to previous years' responses to assess how thinking on these topics
has evolved since 2019. Read the report here. 

One of the interesting findings of the survey is the ESG topics in focus for corporates over the next 12-18
months, and how these focus areas have changed over time. Read the latest survey summary report here.

ESG focus areas for corporates ranked in order of importance

NOVEMBER 2022PERENNIAL INTEGRATED ESG AND ENGAGEMENT REPORT

Continued

https://www2.perennial.net.au/Perennial-Better-Future-Survey-Report-2021
https://www2.perennial.net.au/Perennial-Better-Future-Survey-Report-2021


ESG Initiatives

PAGE 09

CLIMATE ACTION 100+

Perennial is a signatory to Climate Action 100+ (CA100+). CA100+ partners with
investors to ensure the world’s largest emitters take the necessary action on
climate change. A key goal of the group is for asset owners and managers to
collaborate on engagement activities to encourage corporates to cut emissions to
help achieve alignment with the Paris Agreement. Perennial sits on the working
groups of South 32 (ASX: S32) and the Oil & Gas Working Group (O&G WG).

Hosting Future Females in Finance (F3) interns through Perennial partner
eInvest 
Mentoring for the UNSW Alternative Investment Society Female Mentoring
Program 
Presenting to Year 11 Ascham School students on a career in funds
management 

PERENNIAL DIVERSITY SURVEY

In March 2022, Perennial conducted its inaugural firm-wide diversity survey, seeking
to understand the diversity of our organisation. We had an 83% participation rate.
Key findings on diversity and inclusion were shared firmwide. 

The survey also provided an opportunity for employees to provide suggestions to
the business on important areas of focus. Senior management, the ESG team and
the Perennial sustainability working group are seeking to incorporate such
feedback. 

The survey represents a step in the right direction to support diversity in funds
management. We acknowledge the industry-wide challenges of gender diversity in
funds management and have taken several initiatives to contribute towards a more
diverse workforce, including:

NOVEMBER 2022PERENNIAL INTEGRATED ESG AND ENGAGEMENT REPORT
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PERENNIAL'S RECONCILIATION JOURNEY

Perennial is proud to have launched its first Reconciliation Action Plan in 2022 – our Reflect RAP – the first
stage of Reconciliation Australia’s RAP framework – and see this as a demonstration of our commitment and
respect for the Traditional Owners of Australia.

We believe that reconciliation is a crucial step for Australian businesses towards building strong and authentic
connections with Aboriginal and Torres Strait Islander peoples. Our Reflect RAP will serve as a solid
foundation to ensure our contributions to the reconciliation movement are meaningful and sustainable.
Karen Mundine, CEO of Reconciliation Australia, notes that “This Reflect RAP enables Perennial to deepen its
understanding of its sphere of influence and the unique contribution it can make to lead progress across the
five dimensions (race relations, equality and equity, institutional integrity, unity and historical acceptance).” We
look forward to sharing our reconciliation journey with the broader community to grow awareness and
support of the national reconciliation movement.

As an investment manager, Perennial is also committed to addressing Indigenous heritage issues in our
investments and engagements with companies. In the past few years, the investment team has engaged on
cultural heritage issues and Indigenous rights protections with relevant companies in our investment
universe, particularly in the mining and energy sectors. We believe Indigenous relations are extremely
important for these sectors to ensure the empowerment of traditional owners and to maintain their social
license to operate. In FY23, a focus for the Better Future team is engaging with companies on Reconciliation
Action Plans.

Artwork by Lisa Khan, 169-22AS, 300 x 120 cm acrylic on Belgian linen, 2022
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PERENNIAL BETTER FUTURE PODCAST

In FY22, the Perennial Better Future team created the Better Future podcast
series to educate listeners on sustainable investment. During the series, the
team discusses topical sustainable thematics and stock holdings, and
undertakes interviews to explore ESG & sustainability. Episodes to date
focus on the relationship between small caps and ESG, Perennial’s
reconciliation journey and the Perennial ESG&E scoring system. Available
here. 

CLIMATE ACTIVE CERTIFICATION

In October 2021, Perennial became a carbon-neutral company for its
corporate greenhouse gas emissions for the 2021 financial year, and we
have achieved this again for the 2022 financial year. At Perennial, we carbon
offset our flights, use 100% renewable energy, have an organic waste bin,
and use carbon neutral paper. Perennial purchased Australian Carbon
Credit Units (ACCUs) to offset the firm’s unavoidable Scope 1, 2 and 3
greenhouse gas emissions. This year, we are in progress to achieve Climate
Active certification on our operationally carbon neutral status. 

ESG Initiatives
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INTERNAL SUSTAINABILITY WORKING GROUP

Perennial has an internal Perennial Sustainability Working Group which
includes representatives across investment teams as well as from our
operations and corporate functions. The working group meets quarterly
and seeks to not only improve our approach to responsible investing, but
also develop our corporate ESG & sustainability strategy. 

TREE PLANTING

In FY22, for the second consecutive year, in partnership with One Tree
Planted, a tree was planted in Australia for every incremental direct client of
Perennial as at 30 June 2022, including our investment boutique partners,
Daintree Capital and eInvest. This initiative contributed thousands of trees
in bushfire-affected regions across Australia, to facilitate land restoration
and protect biodiversity.

NOVEMBER 2022PERENNIAL INTEGRATED ESG AND ENGAGEMENT REPORT

Continued

https://perennial.net.au/perennial-better-podcast-series/


identify ESG-related risks and opportunities;
address ESG-related controversies;
assess the authenticity of a company’s approach to sustainability; and
help improve business outcomes by sharing ESG ideas and industry best practices.

We consider it our responsibility as investment managers to engage with portfolio companies on behalf of our
clients to understand ESG & sustainability issues. This helps to drive positive change that will ultimately
improve corporate performance. 

Understanding a corporate’s material ESG drivers through engagement aids our investment decision-making,
enabling us to identify ESG risks and opportunities in the business and improve business outcomes by
sharing ESG ideas and best practice approaches in sustainability. 

We actively engage with portfolio companies on pertinent ESG issues to improve sustainability practices
within the business on topics such as climate change, gender diversity and modern slavery. Typically, our
engagements with companies are on a one-on-one basis, however, we also enact change through
collaborating with like-minded investors as a member of several asset owner and asset manager collaborative
engagement groups. 

Our active engagement with companies on ESG issues allows us to:

As part of our strategy, Perennial participated in several industry initiatives with the purpose to learn from
other investors, heighten our presence in the responsible investment market and strengthen our ESG
credentials which included signing onto the 40:40 Vision – an investor-led initiative that strives for gender
parity in executive leadership in ASX300 companies. The Perennial team has nominated itself as the lead
investor for three ASX-listed companies held across the Better Future Trust, Smaller Companies Trust and
Australian Shares Trust. As the lead investor, Perennial is responsible for leading engagement efforts and
conversations with these companies regarding increasing gender diversity in their executive teams and
encouraging these companies to join the Vision as a company signatory. 

Additionally, Perennial is an active member of several collaborative engagement groups, including Climate
Action 100+ and IAST APAC. 

Previous reporting on Perennial's company engagement efforts are available here: 2021, 2020
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Engagement at Perennial
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In FY22, Perennial portfolio managers and investment analysts undertook more than 2,800 company and
industry meetings. We encourage our analysts to engage on ESG topics in all meetings with management. 

In our general company meetings, environmental, social and/or governance issues were discussed in 180
meetings. When including meetings, emails, letters and phone calls, our total ESG engagements were 213.

Environmental issues were raised the most, in 61% of company meetings where ESG topics were discussed.
This is reflective of the continued discussion of climate-related issues in the investment community, including
alignment with the Paris Agreement and setting net-zero targets. 

Social factors were raised in 47% of company meetings where ESG topics were discussed, and governance in
39%. Common social issues discussed included gender diversity, supply chain risks, and treatment of staff in a
tight labour market. Common governance issues discussed included remuneration structures and board
composition.

Overview of Engagement
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Environmental issues were raised the most in company meetings where ESG topics were
discussed, followed by social and governance.

Perennial FY22 company meetings where ESG topics were discussed.
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Inaugural sustainability reports published by: EROAD (ASX: ERD), Moneyme (ASX: MME), Netwealth (ASX: 
NWL) and Calix (ASX: CXL).
First public disclosures of Scope 1 and 2 greenhouse gas emissions by: Moneyme (ASX: MME), G8 
Education (ASX: GEM), Steadfast Group (ASX: SDF), Arena REIT (ASX: ARF), and EROAD (ASX: ERD).
Appointment of a female Non-Executive Director by: KMD Brands (ASX: KMD), G8 Education (ASX: GEM), 
Bendigo and Adelaide Bank (ASX: BEN), Janison Education (ASX: JAN), Immutep (ASX: IMM), Telix 
Pharmaceuticals (ASX: TLX), EROAD (ASX: ERD), PEXA (ASX: PXA), Genetic Signatures (ASX: GSS), Spark New 
Zealand (ASX: SPK, NZX: SPK), Microba (ASX: MAP), Family Zone (ASX: FZO) and MedAdvisor (ASX: MDR).
Introduction of ESG-linked remuneration by: MoneyMe (ASX: MME).

Engagement outcome examples: 

Following engagement on ESG topics, several positive outcomes were achieved in FY22: 

Perennial FY22 engagement activities that have led to
company progress in FY22. 
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In FY22, of the 72 company engagements to specifically target ESG outcomes and initiatives, 64% have
already made progress towards our targets, while we await outcomes from the remaining 36%. Governance
issues were the focus of 53% of these engagements, with key topics including board gender diversity and
remuneration. Environmental issues were the focus of 39% of these engagements, with key topics including
emissions disclosures and emissions reduction strategies. Social issues were the focus in 38% of these
engagements, with emphasis on gender diversity at executive and board levels, in addition to line-
management roles. 
 
In FY22, 43% of Governance-focused engagement activities have led to company progress in FY22, followed
by 33% for both Environmental-focused and Social-focused engagement activities. 

DEDICATED ESG ENGAGEMENTS

ESG engagement outcomes in FY22

NOVEMBER 2022PERENNIAL INTEGRATED ESG AND ENGAGEMENT REPORT

ESG engagement outcomes in FY21

Perennial FY21 engagement activities that have led to
company progress in FY21. 

In FY21, of the 66 company approaches to specifically target ESG outcomes and initiatives, 80% have now
achieved progress. This is up from 59% progress reported at 30 June 2021.

We typically expect ESG engagement to be a multi-year process to result in positive change.



We publish our semi-annual voting record on the Perennial “ESG & Sustainability” webpage.

In FY22, Perennial voted on 1652 proposals across 239 listed companies.

Perennial voted against management recommendations on 135 occasions across 71 companies. This
represented ~8% of resolutions (or ~30% of companies). The most common topic we voted against
management on was capital management, followed by remuneration and board composition. 
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FY22 Proxy Voting Record

Perennial FY22 Vote Decisions

Note: We abstained on occasions regarding ratifying the placement of securities given we are not able to vote if we have participated in the
placement. Source: Perennial FY22 voting record. 

Key Topics when Voting Against FY22 Proposals
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Climate change and alignment with the Paris Agreement’s objective to limit global warming to 1.5 degrees
Celsius are key environmental concerns for investors. Alignment with the Paris Agreement initially requires
corporates to disclose their greenhouse gas emissions. This is considered important even for companies with
a relatively small emissions profile. Transparent greenhouse gas emissions disclosures are critical not only for
companies to track and minimise their emissions profile, but also for investors to understand their exposure
to climate transition risks and for policymakers to implement climate policies and sustainable emissions
reduction strategies. 

In relation to policy, following the 2022 Australian Federal election, the new Labor Government’s climate bill
passed parliament in September 2022. The bill outlines new climate targets, including a 43% reduction in
emissions by 2030 and achieving net-zero by 2050. The bill will also require the Minister for Climate Change
to report annually to parliament on the progress of meeting these targets. We anticipate the Government’s
climate target and annual disclosures of progress will encourage corporates to follow suit. We will continue to
encourage corporates to set climate targets, including interim targets, and publish transparent disclosures
regularly to ensure accountability against them.

CLIMATE CHANGE AND ALIGNMENT WITH THE PARIS AGREEMENT
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ESG Focus Areas
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During FY22, we had 45 in-depth discussions with companies regarding controversial AGM proposals. The
most common discussion was on remuneration, followed by board composition (including gender diversity
and board independence) and climate-related issues. Similarly to FY21, key voting trends related to climate-
focused resolutions, remuneration and election of directors. Regarding the election of directors, factors
considered include gender diversity, independence, over-boarding and relevance of skillset. 

Common Proxy Voting Discussions in FY22



CLIMATE CHANGE AND ALIGNMENT WITH THE PARIS AGREEMENT
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ESG Focus Areas

As corporates are increasingly setting climate targets and implementing emissions reduction plans, investors
are focused on the feasibility of such climate goals. In FY22, the investor-led initiative Climate Action 100+, of
which Perennial is a signatory, released its second round of net-zero Company Benchmark assessments. The
report revealed that while there has been some progress by corporates against key climate indicators,
significant and urgent action is required to achieve alignment with the Paris Agreement. The majority of
companies assessed had not set medium-term targets aligned with a 1.5 degrees scenario or fully aligned
their capital expenditure with the Paris Agreement objective, despite setting long-term net-zero targets. 

To convey the importance of greenhouse gas emissions disclosures and setting climate goals in alignment
with the Paris Agreement, in January 2022, the Better Future team emailed companies within the Better
Future Trust that did not disclose Scope 1 and 2 greenhouse gas emissions to encourage them to publish
disclosures. The topic of climate change and alignment with the Paris Agreement is regularly discussed with
investee companies across the broader Perennial investment universe. 

Examples of companies where we engaged on the environment including alignment with the Paris Agreement
and measuring and disclosing greenhouse gas emissions in FY22 include: 

BHP Group (ASX: BHP), Rio Tinto (ASX: RIO), Woodside Energy Group (ASX: WDS), South 32 (ASX: S32), Origin
Energy (ASX: ORG), AGL Energy (ASX: AGL), Santos (ASX: STO), Fortescue Metals Group (ASX: FMG), Janison
Education (ASX: JAN), Steadfast Group (ASX: SDF), Nitro Software (ASX: NTO), G8 Education (ASX: GEM), 3P
Learning (ASX: 3PL), Opthea (ASX: OPT), Healius (ASX: HLS), Arena REIT (ASX: ARF), Limeade (ASX: LME),
Netwealth (ASX: NWL), APM Human Services (ASX: APM), EROAD (ASX: ERD), City Chic Collective (ASX: CCX),
Next Science (ASX: NXS), Genetic Signatures (ASX: GSS), Doctor Care Anywhere (ASX: DOC), Telix
Pharmaceuticals (ASX: TLX) and PEXA (ASX:PXA). 

Pleasingly, following engagement with the Perennial investment team in FY22, the following companies now
provide greenhouse gas emissions disclosures: MoneyMe (ASX:MME), G8 Education (ASX:GEM), Steadfast
Group (ASX:SDF), Arena REIT (ASX:ARF)  and  EROAD (ASX:ERD).

NOVEMBER 2022PERENNIAL INTEGRATED ESG AND ENGAGEMENT REPORT

Continued



Engagement highlights
CLIMATE CHANGE AND ALIGNMENT WITH THE PARIS AGREEMENT

In January 2022, we wrote an email to portfolio companies in the Better
Future strategies that did not disclose Scope 1 and 2 greenhouse gas
emissions, including G8 Education (ASX: GEM). In the Company’s
response, it expressed its intention to report on its Scope 1 and Scope 2
greenhouse gas emissions in the CY21 Sustainability Report. They also
expressed that measuring Scope 3 emissions is an existing priority for
the business and there is an intention to report these emissions once
this more complex process has been completed. We were pleased to see
that the Company reported its Scope 1 and 2 emissions in its CY21
reporting suite.

In February 2022, we also met with the Company’s investor relations
representative to discuss ESG and provided examples of best practices in
relation to environmental practices. 
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ESG Focus Areas

In January 2022, we also wrote to EROAD (ASX: ERD) to encourage the
company to disclose its Scope 1 and 2 greenhouse gas emissions. In June
2022, the Company released its inaugural Sustainability Report following
our continued engagement with the company on ESG, including its first
disclosure of Scope 1 and 2 greenhouse gas emissions.

In August 2021, we met with the newly appointed Head of ESG at
MoneyMe (ASX: MME) to discuss the Company’s ESG practices and key
ESG focus areas looking ahead. The Company discussed its progress in
areas including working towards B Corp Certification, setting up internal
sustainability committees and TCFD disclosures. Following continued
engagement with the Perennial investment team, pleasingly, in August
2022 MoneyMe released its FY22 Sustainability Report which included
Scope 1, 2 and 3 greenhouse gas emissions disclosures, a TCFD-aligned
actions scorecard and a B Corp Certification update. 
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Proxy voting examples
CLIMATE CHANGE AND ALIGNMENT WITH THE PARIS AGREEMENT

Similarly to FY21, the FY22 AGM season saw a continued uplift in the number of climate-focused resolutions.
As the global investment community’s focus on climate-related risks strengthens, we believe companies that
are managing the risk well will be better positioned versus companies that are laggards. We expect
companies to align themselves with the Paris Agreement to limit global warming to as close as possible to 1.5
degrees Celsius. The Perennial team regularly engages with companies to set appropriate short, medium, and
long-term science-based targets and to publish disclosures to the market.

In November 2021 at the BHP Group (ASX: BHP) AGM, we voted against the
proposal that requested shareholder approval of the Company’s Climate
Transition Action Plan. We voted against the proposal and management’s
recommendation since the emissions reduction targets stated did not
appear to be certified by the Science-Based Targets initiative (SBTi) or
aligned with the Paris Agreement objectives. BHP outlined that the Plan
was to be put to an advisory vote every three years. We prefer an annual
advisory vote in relation to the Plan as climate-related developments are
happening at pace.
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ESG Focus Areas

In April 2022, we wrote to QBE Insurance (ASX: QBE) informing the
Company that we would be voting in favour (against management) of the
climate change resolutions, on the basis that the company is directly
impacted by climate change and has not made sufficient progress in setting
Paris-aligned underwriting targets. 

On a phone call with the Company, we also discussed issues associated
with climate change resolutions. This discussion involved the nature of the
work that the UN-convened Net-Zero Insurance Alliance (NZIA) is doing,
including its focus on the measurement and disclosure of indirect
exposures, rather than climate targets, and how progressed QBE is in
setting Paris-aligned underwriting targets.

NOVEMBER 2022PERENNIAL INTEGRATED ESG AND ENGAGEMENT REPORT
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In our view, a diverse board and management team leads to better outcomes for the business. Companies
with greater representation of women on the board and executive teams benefit from the diversity of
thought, background, and experience. This typically delivers stronger outcomes for the company,
stakeholders, and shareholders over the medium to long term. This topic was flagged as a key area of focus
for ASX-listed corporates in the Perennial 2021 Better Future Survey. 

As such, the Better Future team recently wrote to all companies in the Better Future strategies with less than
30% females on the board in January 2021 and December 2021, to encourage boards to consider gender
diversity in their board composition, providing ample time before the AGM season to look at board
composition and address our concerns.

The Perennial investment team regularly engages with portfolio companies on improving gender diversity, at
both executive and board levels. As a signatory to the 30% Club, Perennial supports the view that the board
of directors of ASX-listed companies should have a minimum 30% representation of women and should strive
for equal representation where possible. In 2022, Perennial joined the 40:40 Vision as an investor signatory,
supporting gender parity on executive leadership teams – 40% women, 40% men and 20% of either gender
by 2030. 

Recent AICD Board Gender Diversity statistics reported pleasing progress on the gender diversity of ASX300
boards. For the period March 2022 to May 2022, women accounted for 50% of first-time Non-Executive
Director appointments and 53% of all female Non-Executive Directors appointed were attaining their first ASX
300 position. Particularly pleasing was that the 30% aggregate milestone for women on boards in the ASX201-
300 was achieved. This is a significant milestone given smaller companies have historically had lower board
gender diversity and less robust targets or strategies for increasing the representation of women in
leadership positions.

GENDER DIVERSITY
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Source: AICD Gender Diversity Report: March 2022 to May 2022, 2022
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Along with another major shareholder, we encouraged the
Genetic Signatures (ASX: GSS) board to improve the board
diversity from a gender and skills basis. The Company was
receptive, and an external search was undertaken, with
Perennial also sharing a database of potential candidates. In
the Chair address at the 2021 AGM held in November, they
stated that the company was “actively engaged in a search
that will address diversity on the board”. In May 2022,
Genetic Signatures announced the appointment of Caroline
Waldron as a Non-Executive Director to the board who was
recommended by the Perennial Smaller Companies team.

Portfolio companies that appointed a female Non-Executive Director to the board in FY22 following
engagement with our investment team include: Bendigo and Adelaide Bank (ASX: BEN), EROAD (ASX:
ERD), G8 Education (ASX: GEM), Genetic Signatures (ASX: GSS), Janison Education (ASX: JAN), KMD
Brands (ASX: KMD), PEXA (ASX: PXA), Spark New Zealand (ASX: SPK, NZX: SPK) and Telix
Pharmaceuticals (ASX: TLX).

Engagement highlights

GENDER DIVERSITY
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Similarly, in January 2022, we met with Family Zone (ASX:
FZO) to encourage greater representation of women on the
Board, in addition to increased independence. We
recommended and introduced the company to Dr Jane
Watts. In June 2022, Family Zone announced the
appointment of Dr Jane Watts as an independent, Non-
Executive Director to the board. 
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Perennial is committed to ensuring corporates take necessary action to combat supply chain and
modern slavery risks. Companies exposed to modern slavery risks face compliance, brand and
reputational risk. More than ever, global markets and regulatory bodies are paying greater attention
to supply chain and modern slavery issues. In Australia, The Commonwealth Modern Slavery Act
2018 requires organisations with a consolidated revenue above A$100m to report on the risks of
modern slavery in their operations and supply chains and the initiatives they are undertaking to
address such risks. 

A study conducted by Monash University’s Centre for Financial Studies (MCFS) on the quality of
modern slavery statements published in February 2022 highlighted that over a third of ASX300
companies produced poor statements for the FY20 period, some of which barely met the legal
requirements. Moreover, across the ASX300, only six companies demonstrate best practices in their
modern slavery disclosures. Key areas of improvement in modern slavery performance identified
include assessing modern slavery exposure in company operations, identifying extended supply
chain risks and enabling remediation. 

As investors, we expect companies to adhere to the reporting obligations and provide transparent
disclosure to shareholders surrounding their supply chain processes. As a signatory of IAST-APAC,
alongside a group of investors, Perennial engages with companies to promote effective action in
finding, fixing and preventing modern slavery in operations and supply chains. Sitting on the
Woolworths (ASX: WOW) working group, we have reviewed and shared detailed feedback on the
Company’s modern slavery statement with the engagement group. We believe that companies
should go beyond the minimum legal reporting requirements and take proactive and effective action
in combatting modern slavery in their supply chains, particularly given the increasing risks that have
emerged during the COVID-19 pandemic. 

In FY22, we engaged with several companies on ethical supply chains and modern slavery including
APM Human Services (ASX: APM), G8 Education (ASX: GEM), KMD Brands (ASX: KMD), Step One (ASX:
STP), Charter Hall (ASX: CHC), Woolworths (ASX: WOW) and City Chic Collective (ASX: CCX).

MODERN SLAVERY AND ETHICAL SUPPLY CHAIN
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Prior to the company’s listing, we met with Step One (ASX: STP)
to assess its ESG capability and provide best practice
examples of supply chain and modern slavery. We also sought
to understand the bamboo harvesting process and its
environmental impact. The Company was working towards
achieving organic certification across the whole supply chain.

Engagement highlights

MODERN SLAVERY AND ETHICAL SUPPLY CHAIN
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In 2021, we met with KMD Brands (ASX: KMD) to discuss
increasing the Company’s communication surrounding its
supply chain and modern slavery to shareholders. We also
discussed how the Company can improve its practices in this
area. Their initiatives include targeting a zero waste supply
chain.

As a member of IAST APAC, Perennial joined the working
group of Woolworths (ASX: WOW) in 2021. We reviewed the
Company’s FY22 modern slavery statement and shared
detailed feedback with the working group. Using the support
of an independent third-party assessment, the Company
identified an instance of modern slavery found in the supply
chain – debt bondage at a supplier site in Malaysia. While the
circumstances of modern slavery are harmful, it demonstrates
that the Company’s process of identifying modern slavery has
been effective. The Company is now focused on engaging with
suppliers, remediating impacted workers, and lifting standards
through enhanced policies and procedures. A meeting is
scheduled with the Company and the IAST APAC group in
October 2022 to discuss the modern slavery statement
further.  
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The Perennial investment team has had engagement on cultural heritage issues and Indigenous
rights protections with relevant companies in our investment universe, particularly in the mining and
energy sectors. We believe Indigenous relations are extremely important for these sectors to ensure
the empowerment of the traditional owners and to maintain their social license to operate.

Having launched our first Reflect Reconciliation Action Plan (RAP) in August 2022, demonstrating
Perennial’s commitment to Reconciliation as a corporate, looking ahead, the Perennial investment
team will be encouraging RAP development amongst companies in our investment universe. 

INDIGENOUS RIGHTS
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Following on from our voting history in 2020 at Rio
Tinto (ASX: RIO) and BHP Billiton (ASX: BHP), in
October 2021, we voted in favour of the shareholder
proposal (proposal 8.0) and against management at
Fortescue (ASX: FMG) AGM. The proposal requested
that the “Company publicly support stronger heritage
protections and ensure alignment of trade association
advocacy with its stances”. Our vote reflects our
efforts to see greater empowerment of Indigenous
populations and Native Title rights. We believe that
mining companies should assume a proactive role in
ensuring that Aboriginal and Torres Strait Islander
peoples are empowered in cultural heritage decisions.
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As a result of the continued impacts of COVID-19, remuneration remained a key focus in the FY22
AGM season. Our preferred remuneration structures are fair, closely aligned with shareholder
interests and provide adequate incentives which motivate and reward individuals to perform.

Additionally, to hold management teams accountable for ESG-related objectives, looking ahead, the
Perennial team is actively encouraging ESG-linked compensation. We believe that companies should
link ESG metrics to remuneration, with the process of selecting appropriate ESG factors starting
from a robust materiality assessment of the ESG issues most significant for the company and
industry. Additionally, with the increased number of climate-related commitments, we would also
like to see emissions reduction and alignment with the Paris Agreement integrated with executive
remuneration structures to ensure that CEOs today are making progress toward typically distant,
long-term net-zero and carbon-neutral goals.

Currently, ESG metrics are more widely used in Short-Term Incentives (STIs) versus Long-Term
Incentives (LTIs). While linking ESG metrics to STIs or LTIs largely depends on the type of ESG metrics
used, certain environmental metrics, for example, achieving a long-term net-zero target, should be
linked to LTIs to ensure management is held to account. 

REMUNERATION
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In October 2021, we voted against the proposal that requested approval of
an equity grant (recognition and retention) award to the Company's CEO.
Perennial did not support the repeat of material retention payments which
were identified as “one-off” in 2020. We flagged this in 2020 when the
Company issued a large COVID-19 retention award to the CEO. In 2020, we
supported the proposal given it was identified as specifically one-off, to
ensure the CEO remained in the business and given the metrics were COVID-
19 impacted, however, we informed the Company we would vote against
subsequent retention awards. We emailed the Company and also spoke to
them to discuss our decision.

In May 2022, ahead of Nitro Software’s (ASX: NTO) AGM, we wrote to the
Company expressing concerns with the remuneration report. The key area of
concern is that STIs were paid based on EBITDA targets being met when
EBITDA was boosted by costs being capitalised for the first time. Additionally,
the LTI financial metrics solely targeted revenue growth in an environment in
which we saw the market concerned more with profitable sales growth,
rather than sales growth. The Restricted Stock Awards (RSAs) issued to senior
executives also did not include performance hurdles. As such, we voted
against the remuneration report.
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In 2021, we voted against Imricor (ASX: IMR) to remove option grants
to Non-Executive Directors. In the 2022 AGM, the Company moved to
restricted equity grants to Non-Executive Directors. Typically, we
would exercise caution on restricted equity grants, since we believe
that Directors should have the same securities as shareholder rights,
and they have no performance conditions. Ultimately, we voted in
favour of this proposal, given it does represent progress from the
2021 option grants.

In 2020, we met with Rio Tinto (ASX: RIO) to discuss remuneration
frameworks. We encouraged the Company to amend its remuneration
policy to ensure that remuneration structures could be adjusted for
social concerns such as the Juukan Gorge blasting. For example,
strengthening the clawback and malus provisions, adding additional
ESG KPIs, and changing the fatality hurdle. We shared our perspective
that it should be all or nothing on fatalities and that the Company
should strengthen systems for future years. 

In FY22, we were pleased to see that RIO had amended its
remuneration policy in line with our feedback, which now includes a
consequence management framework and clawback provision on
long-term equity.

Engagement highlights

REMUNERATION
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In October 2021, we voted against the remuneration report proposal
(proposal 1.0) at the Insurance Australia Group (ASX: IAG) AGM. This
was based on concerns over the lack of detail on the exclusion of non-
recurring items, including the customer refund provision of $238m.
Moreover, we did not support an increase in the salary of the
Managing Director, given the underperformance of the Company at
the time of voting, the size of the increase shortly after the
appointment and the context of the COVID-19 impacts affecting the
broader economy. We wrote to and had a call with the IAG
management team to discuss our decision.  We also voted against the
election of a male director given the gender diversity of the board fell
below our expectations of a minimum of 30% female representation.
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ESG&E 
Score

Carbon 
Intensity

Perennial Better Future Trust 7.3 28.4

S&P/ASX Small Ordinaries 5.7 139.7

Premium/(Discount) +27.0% -79.7%

It is encouraging to see more 
companies willing to engage on 
ESG issues and improve ESG 
outcomes. Australian companies 
are starting to acknowledge that 
improving ESG outcomes benefits 
all stakeholders and that 
companies that are doing this are 
more likely to attract the 
incremental investor.

Damian Cottier
Portfolio Manager of the Better Future 
Strategies and Co-Head of ESG

Fund Engagement 
Highlights

PERENNIAL BETTER FUTURE

In 2021, the Perennial Better Future team wrote an
email to portfolio companies in the Better Future
strategies that did not have at least 30% female
representation on the board, including Immutep (ASX:
IMM). In January 2022, the Better Future team had a
dedicated ESG meeting with an Immutep Director, in
which we discussed the benefits of gender diversity and
ran through some suggestions for potential candidates.
Following continuous engagement with the Better Future
team, in February 2022, Immutep announced the
appointment of Lucy Turnbull AO as a Non-Executive
Director to the board.

Immutep (ASX: IMM)

Gender Diversity
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We have found the increased 
engagement with the board members 
of our portfolio companies is a 
constructive way to improve 
governance, environmental and social 
practices. Through these detailed 
conversations we have also gained 
valuable insights into the companies 
and their approach to risk – forming 
another tool in our stock selection 
process.

Andrew Smith
Portfolio Manager and Head of Smaller 
Companies and Microcaps

PERENNIAL SMALLER COMPANIES

Microba Life Sciences (ASX: MAP) 

ESG&E 
Score

Carbon 
Intensity

Perennial Value Smaller 
Companies Trust

6.1 110.7

S&P/ASX Small Ordinaries 5.7 139.7

Premium/(Discount) +6.8% -20.8%
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In January 2022, we met with Microba Life
Sciences (ASX: MAP) to encourage greater
representation of women on the board, in
addition to increased independence. We
recommended and introduced the Company to
Jacqueline Fernley. In September 2022, Microba
announced the appointment of Jacqueline Fernley
as an independent, Non-Executive Director to the
board. 



The increasing focus on environmental, 
social and corporate governance issues 
is creating both risks and opportunities 
for corporates. The ability to effectively 
manage these risks and grasp these 
opportunities is becoming an 
increasingly important driver of 
sustainable value creation. In our view, 
the level of proactivity regarding these 
issues provides valuable insight into the 
overall quality of a company’s 
management. This, along with 
companies’ willingness to engage with 
investors and other stakeholders on 
these issues, can help inform our 
investment decision-making.

Stephen Bruce
Director of Portfolio Management

PERENNIAL AUSTRALIAN SHARES

Perennial has engaged with South 32 (ASX:S32)
on its emissions profile and emissions
reduction initiatives several times in recent
years. The Perennial team has met with the
Company to discuss its target to reduce
emissions by 50% by 2035. Switching to
renewables generation at Hillside Aluminium -
the largest aluminium smelter in the southern
hemisphere - post 2031 will make a significant
contribution to achieving this target. The
Company is currently in discussions with
Eskom and the South African Government
around introducing renewable power
generation for Hillside Aluminium. The current
power contract at Hillside runs until 2031, so
there is limited scope to switch to renewables
without Government changes to the power
generation makeup. 

South 32 (ASX: S32) 

ESG&E 
Score

Carbon 
Intensity

Perennial Value Australian Shares 
Trust

6.8 161.0

S&P/ASX 300 6.6 157.4

Premium/(Discount) +3.8% +0.02%
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The Perennial sustainability team is highly engaged in the sustainable finance industry, regularly participating
in ESG-related events and sharing ESG insights on various media platforms.  We believe that industry
participation allows us to add value to improve the sustainable investment industry overall. 

Attended the National Reconciliation Action Plan (RAP) Conference.
Attended the Responsible Investment Association Australasia (RIAA) Conference.
Contributed feedback on Woolworth's (ASX:WOW) 2nd modern slavery statement to the IAST-APAC 
engagement group.
Damian and Emilie presented on the Financial Standard ESG forum on the topic  “ESG Investing: Where 
are we now and where are we headed”.
Damian was a guest speaker at a session on impact investing at the Centre for Social Impact at the 
University of New South Wales.
Emilie is a mentor for the AIS Female Mentoring Program for university students.
Emilie participated in a panel for the NED Network discussing ESG considerations for Boards of 
Directors.
Emilie presented at the ASX Investor Day on a panel on what it means to invest sustainably.
Emilie presented on “Introduction to ESG”  and "Impact Investing" webinars hosted by the Baynantree 
Investment Group.
Emilie presented on MarketLit - Australia’s first Millennial and Gen Z investment conference - to discuss 
ESG funds, greenwashing and stock examples in the Better Future strategies.
Emilie presented on a panel on ESG at the Evans and Partners conference discussing the ESG landscape 
and what it means for the future of sustainability for the ASX.
Emilie presented to Ladies Finance Club on sustainability investing and provided company examples.

FY22 HIGHLIGHTS

Industry Participation

PAGE 15

Emilie presenting at an event hosted by the Finance Ladies
Club 28/04/2022

Maddie attending the National Reconciliation Conference
7/06/2022
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Emilie was interviewed by Laura Dew, Money Management's Features Editor, on gender diversity in
funds management and how we can improve it going forward.
Featured in “More than just sin avoidance” article published in Money Management, discussing ‘better
future investing’.
Featured on ETFs for Beginners (through eInvest) on “Investing for a Sustainable Future”.
Hosted two interns through the Future Females in Finance (F3) Women in Finance Program in the
Better Future team.
Interviewed by law firm Hamilton Locke on the ESG credentials in the IPO segment of the market. Read
here.
Participated in a webinar with the Workplace Gender Equality Agency (WGEA) and met with the Director
of Policy at Chief Executive Women (CEW) to discuss the findings of the CEW Senior Executive Census
Report 2021.
Presented on the topic of ESG & Small Caps alongside the Responsible Investment Association
Australasia (RIAA).
Volunteered at Dress For Success clothing sale. The mission of Dress for Success is to empower women
to achieve economic independence by providing a network of support, professional attire and the
development tools to help women thrive in work and life.
Perennial Better Future article "Gender Diversity: Why Does It Matter?" featured in the Evergreen
Explainer Series.

Industry Participation

"Gender Diversity: Why does it matter?" by Perennial Better Future,
featured in the Evergreen Explainer Series
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https://www.moneymanagement.com.au/features/expert-analysis/more-just-sin-avoidance
https://lnns.co/6PFACl_BgKa
https://www.hamiltonlocke.com.au/esg-credentials-are-nice-have-not-essential-accessing-capital


Perennial Better Future is part of the next generation of authentic ESG investors. We are focused
on pursuing strong, consistent returns while investing in companies that are shaping a better
future. 

With a large and highly experienced team dedicated to finding opportunities, we focus on
companies with sustainability tailwinds and strong global growth drivers. ESG analysis and company
engagement are core to our strategy, and can help us to assess the risks and opportunities in the
business and drive improved performance. We aim to build robust and balanced investment
solutions, pursue strong risk-adjusted returns and help to shape a better future. 

Perennial Partners Better Future Trust was crowned winner at the 2022 Zenith Fund Awards for
best "Sustainable and Responsible Investment - Growth". The Perennial Better Future Trust is also
Zenith Recommended and has the Zenith "Impact" designation. 

Better Future Strategy

Perennial Better Future Trust was also awarded Lonsec's 5 Bees for Sustainability. See more here. 

Further information about the strategy is available here.
The rating issued 09/2022 WPC5600AU &08/2022 WPC5600AU (Sustainability Report), are published by Lonsec Research Pty Ltd ABN 11 151 658 561
AFSL 421 445 (Lonsec). Ratings are general advice only, and have been prepared without taking account of your objectives, financial situation or
needs. Consider your personal circumstances, read the product disclosure statement and seek independent financial advice before investing. The
rating is not a recommendation to purchase, sell or hold any product. Past performance information is not indicative of future performance. Ratings
are subject to change without notice and Lonsec assumes no obligation to update. Lonsec uses objective criteria and receives a fee from the Fund
Manager. Visit lonsec.com.au for ratings information and to access the full report. © 2022 Lonsec. All rights reserved. The Zenith Fund Awards were
issued on 14 October 2022 by Zenith Investment Partners (ABN 27 130 132 672, AFSL 226872) and are determined using proprietary methodologies.
The Fund Awards are solely statements of opinion and do not represent recommendations to purchase, hold or sell any securities or make any other
investment decisions. To the extent that the Fund Awards constitutes advice, it is General Advice for Wholesale clients only without taking into
consideration the objectives, financial situation or needs of any specific person, including target markets where applicable. Investors should seek their
own independent financial advice before making any investment decision and should consider the appropriateness of any advice. Investors should
obtain a copy of and consider any relevant PDS or offer document before making any investment decisions. Past performance is not an indication of
future performance. Fund Awards are current for 12 months from the date awarded and are subject to change at any time. Fund Awards for previous
years are referenced for historical purposes only.
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https://perennial.net.au/perennial-better-future-trust-rewarded-for-unique-approach/
https://perennial.net.au/our-trusts/better-future/
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Thank you for your interest in how we approach ESG at
Perennial. As you can see in this report, Perennial is taking an
active approach to integrating ESG & Sustainability into our
investment strategies and corporate strategy more broadly.  

For more information on Perennial’s ESG strategy, please visit
our ESG & Sustainability webpage at
https://perennial.net.au/our-story/corporate-
socialresponsibility-esg/ or reach out to the team.

Thank you

Contact
invest@perennial.net.au 

1300 730 032 or 
international +61 2 8823 2534

www.perennial.net.au

L-R: George Whiting, Emilie O'Neill, Damian Cottier and Madeleine Huynh.

https://perennial.net.au/our-story/corporate-social-responsibility-esg/
http://perennial.net.au/
http://perennial.net.au/
http://www.perennial.net.au/


This information has been prepared and issued by Perennial Investment Management Limited ABN 13 108 747 637, AFSL No. 275101 (PIML) as Trustee
and Responsible Entity and Perennial Partners Limited ABN 90 612 829 160 (Perennial Partners) as a Corporate Authorised Representative (No.
1293138) of Perennial Value Management Limited (PVM) ABN 22 090 879 904, AFSL No. 247293. 

The information in this report has been provided for information purposes only. Accordingly, reliance should not be placed on this information as the
basis for making an investment, financial or other decision. This information does not take into account your investment objectives, particular needs or
financial situation and is not intended to constitute advertising or advice of any kind and you should not construe the contents of this material as legal,
tax, investment or other advice. While every effort has been made to ensure the information in this report is accurate; its accuracy, reliability or
completeness is not guaranteed. Past performance is not a reliable indicator of future performance. Gross performance does not include any applicable
management fees or expenses. Net performance is based on redemption price for the period and assumes that all distributions are reinvested. Fees
indicated reflect the maximum applicable. Contractual arrangements, including any applicable management fee, may be negotiated with certain large
investors. Investments in the Trusts must be accompanied by an application form. A copy of the relevant PDS and/or Information Memorandum,
additional information booklet, application forms and Target Market Determinations relating to a PIML financial product or service are available at
www.perennial.net.au. Use of the information on the website is governed by Australian law and is subject to the terms of use.

https://www2.perennial.net.au/e/210472/2021-09-29/d6fl1x/1107643621?h=69_2pbqlq7V4xPQ8Q78iv7E0jUAf5v3qHE0l3_sBm1w

