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Cardiff Capital Region: Responsible Investment Policy

Purpose: Cardiff Capital Region’s (CCR) Responsible Investment Policy represents our
explicit commitment to responsible investment and outlines our position on material
ESG issues. Incorporating these considerations into CCR’s investment analysis and
decision-making process ensures all investment and funding deployed by CCR is
aligned to our mission of pursuing sustainable, inclusive economic growth and enabling
economic well-being for citizens of the region. Critically, it will enable CCR to maximise
the impact of its investments for those receiving our funding and the wider region.

This policy is informed by international standards, ensuring CCR is adopting a best-in
class approach to responsible investment. These include, but are not limited to, the UN
Guiding Principles on Business and Human Rights (2011) and the UN Principles for
Responsible Investment. This policy enables CCR to align investment with global efforts
to achieve the United Nations Sustainable Development Goals and Welsh Government
efforts towards it's Well-being Goals (2015).

This Responsible Investment Policy builds on work to date and is aligned to CCR’s
Strategic Equality Objectives, Biodiversity Compliance Plan aims, and Regional
Economic and Industrial Plan (REIP) ambitions.

Scope: The revised Responsible Investment Policy applies to all future CCR
investments and funds, including its subsidiary funds. All investments to date are aligned
to the previous iteration of this Responsible Investment Policy.

Governance Structure: Responsibility for the policy and its implementation will sit with:

= Programme Management Office — responsible for integration of ESG
considerations into investment decisions and the Investment Framework.

= Investment Leads - responsible for day-to-day implementation and continuous
monitoring across the investment lifecycle.

= Policy and Impact function — responsible for ensuring the Responsible Investment
Policy is compliant with international standards, up to date with best practice, and
aligned with CCR values and strategic direction.

» Investment Board — responsible for recommending prospective investments up to
South East Wales Corporate Joint Committee (SEWCJC), ensuring the
Responsible Investment Policy has been applied appropriately and that proposals
meet the criteria.

= SEWCJC - following recommendation from Investment Board, hold responsibility
for the final approval of all investments.
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Implementation approach: Whilst operating within these parameters, CCR and its
appointed Fund Managers for subsidiary funds will be accountable to the SEWCJC,
through the Investment Board, in terms of adherence to the parameters set out below
and the performance against metrics included as part of the approved Business Case.
Please see Appendix 1 for stage gates.

Revision frequency: The Responsible Investment Policy is subject to annual review by
the SEWCJC, through the Investment Board. Where deemed appropriate, the Policy will
be revised annually to ensure compliance with international standards, national
legislation, and best practice. This will allow for alignment with CCR’s investment
strategy, evolving responsibilities, and any new funding opportunities.

1. Human rights and Modern Slavery

= CCR is committed to respecting human rights in all our activities, in line with
the UN Guiding Principles on Business and Human Rights. As such, CCR will
exclude investments to any business, organisation, or project that fails in its
responsibility to respect human rights and all elements of international human
rights and humanitarian law applicable to business.

= CCR will conduct human rights screening before making any investment.
Appropriate investigation and analysis will be carried out throughout CCR’s
consideration of a business or project and will include assessment of a
relevant organisation’s human rights record both in the region and worldwide.
If deemed necessary following CCR’s human rights screening, third-party
human rights due diligence will be conducted.

=  CCR will exclude investment for the primary purpose of the manufacture of
munitions or weapons.

2. Green Growth

= CCR will exclude investments in businesses and projects whose activities
would negatively impact the region’s natural environment and biodiversity
without proportionate mitigation via sustainable sourcing and/or
environmental management guidelines, where appropriate.

= CCR will review positively companies who have a net zero carbon strategy
and encourage those that do not to work towards such a strategy. The
strategy should commit to net zero by at least 2050, in line with CCR’s
regional ambitions towards net zero, and ideally would be validated by a third

party.
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CCR will review positively investment opportunities within the green economy
that strengthen the resilience of our natural environment, or investments that
enable the enhancement of the green supply chain and the creation of green
jobs and skills.

CCR will encourage the businesses it invests in to take proactive steps
towards improving their sustainability.

CCR will encourage the businesses or projects that it invests in to become
active members of the South East Wales Business Climate Coalition.

3. Fair Work

CCR will exclude investments in businesses or projects that do not already
have fair work practices in place or are unwilling to commit to adopting these.
CCR will encourage the adoption of fair work practices in the businesses and
projects it invests in; these may include those listed in Welsh Government’s
Guide to Fair Work.

CCR will exclude investment in businesses or projects that will not commit to
paying all employees the Real Living Wage, as a minimum.

CCR will support all the businesses it directly invests in towards seeking
accreditation as Living Wage Employers, recognised by the Living Wage
Foundation.

4. Diversity, Equity, and Inclusion

CCR will exclude investment in businesses or projects that do not have in
place, or are unwilling to put in place, policies and practices that are aligned
with CCR’s Equality Objectives.

CCR will encourage and support the businesses and projects it invests in to
improve diversity and equality in their workforces and boards. This may
include taking pro-active steps towards creating an inclusive, fair, and diverse
workplace.

CCR will require investees and/or projects to complete an ESG scorecard and
partake in regular reporting of specific DEI indicators and metrics to monitor
progress against the above.


https://www.gov.wales/guide-fair-work
https://www.gov.wales/guide-fair-work
https://www.livingwage.org.uk/
https://www.livingwage.org.uk/
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5. Animal Welfare

CCR will exclude investment in any organisation that employs animal
research but does not adhere to the 3R’s: Replacement, Reduction, and
Refinement. All research must be governed by the Animals (Scientific
Procedures) Act 1986 Amended Regulations (2012).

CCR will exclude investment in any organisation that employs animal
research but does not have an Animals in Research, or equivalent, policy.

6. Tobacco and E-cigarettes

CCR will exclude investments for the purposes of the production of tobacco or
tobacco products, or to companies who sell such products under their own
name. Tobacco products include, but are not limited to, finished products
such as combustible cigarettes and cigars, and key materials necessary for
their production such as cigarette paper.

CCR will exclude investments exclusively for the purpose of the production of
e-cigarettes, or to companies who sell such products under their own name.

7. Gambling

CCR will exclude investment for the purposes of the development, production,
or sale of gambling products, or for the provision of financial services
exclusively for the purpose of gambling.

CCR will exclude investment in companies that derive >10% revenue from the
management or ownership of gambling facilities.

8. Pornography

CCR will exclude investment in businesses or projects involved with
unregulated/illegal sex trade, or in businesses or projects that produce or
design pornographic or adult entertainment products or services.

9. Fossil Fuels

CCR will exclude investments in activities or organisations that promote the
exploration or extraction of fossil fuels.

CCR may make investments in businesses or projects which operate in
energy intensive or fossil fuels industries, where that investment supports a
planned transition or diversification of an organisation’s activities, or a
significant reduction in its emissions consistent with Welsh Government’s
ambitions for net zero and CCR’s Regional Economic and Industrial Plan
commitment to net zero by 2050.
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10.Infrastructure

CCR will invest in infrastructure projects that meet, and ideally exceed, UK
Government and Welsh Government legislation.

CCR will review positively infrastructure projects that meet best practice
standards.

CCR’s subsidiary fund managers will be responsible for determining which
regulatory standards are most appropriate to their fund. These standards
must be aligned to CCR’s wider ambitions and recognised as best practice;
they would be expected to consider social value, environmental impact, and
equalities considerations. CCR must approve the standards selected by
subsidiary fund managers.

CCR’s subsidiary fund managers will be responsible for ensuring all projects
and investments comply with the pre-agreed standards.

11.Resilience and Resources

CCR will review positively companies that demonstrate how they actively
work on enhancing resilience within the region. Practices that enhance
resilience may include supporting local supply chains within the region,
guaranteeing local employment, and mitigating, or adapting to, the local
impact of the climate crisis.

CCR will review positively companies who adopt and apply circular thinking
and contribute towards a circular economy. CCR will assist the businesses in
which it invests to incorporate circular thinking into its strategy and practices.

12.Governance

CCR will consider the corporate governance standards of a business or
project it invests in ahead of its investment as part of its due diligence and will
continue to monitor an investment’s governance standards throughout the
duration of its investment.

CCR will review positively business or projects that already have good
governance arrangements in place; these may include the principles and
actions detailed in The Ten Principles of the UN Global Compact.

CCR will require the adoption of, or improvement in, good governance as part
of its investment conditions. CCR will assist the businesses in which it invests
work towards good corporate governance arrangements and practices,
informed by the Ten Principles of the UN Global Compact.



https://unglobalcompact.org/what-is-gc/mission/principles
https://unglobalcompact.org/what-is-gc/mission/principles
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13.Financial Crime Prevention and ‘Know Your Customer’

In accordance with relevant financial crime prevention standards, CCR will
undertake robust due diligence and ‘know your customer’ checks in respect of
all proposed investments in order to understand the nature of the investment
opportunity and identify the ultimate beneficial owners of the business or
project being considered.

These checks aim to address risks around potential money laundering,
bribery and corruption, and fraud. This due diligence includes considering
corporate governance and conduct, as well as the environmental and social
standards, of the investee organisation and its affiliates.

14.Excluded companies

CCR will exclude investments in companies listed in RepRisk’s Most
Controversial Companies Report.

CCR will exclude companies delisted in accordance with the Communication
on Progress to the UN Global Compact.


https://www.reprisk.com/
https://unglobalcompact.org/participation/report/cop/
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Appendix 1

Business Case
Stage

Requirement

Ownership

1. Expression
of Interest
(EQI)

Initial screening against the
criteria set out above, using
information provided by
prospective investees.

° CCR
Investment Lead to
request initial
information and
include within
(EOI)

° Investee to
provide information
requested to
support the
development of the
investment

o CCR PMO
to oversee
presentation to
Internal Review

2. Business
Case
Development

Initial due diligence, in line with
the investment ask, to be carried
out against most relevant areas.

Human Rights Screening to be
undertaken.

o CCR
Investment Lead to
request further
information
required

o Investee to
provide information
requested to

Rights Due Diligence if deemed
necessary following CCR Human
Rights Screening.

support the
development of the
investment
o CCR PMO
to oversee
3. Pre- ) CCR
approval of Further due diligence, carried out Investment Lead to
Final Business | by a legal professional/third party request further
Case where necessary, to ensure full information
alignment with criteria and required and liaise
provide legal position for CCR. with legal
This may include ‘Know Your representatives
Customer’ checks and Human o Investee to

provide information
requested to
support the

Briefing Note
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development of the

investment

. CCR PMO

to oversee
4. Post- ° CCR
approval — Throughout the investment’s Investment Lead to
Monitoring Iifetime, the investment will be ensure monitoring

subject to continuous monitoring
to ensure continued alignment
and adherence to this policy, in
addition to the metrics (expected
outputs, outcomes and impacts)
and milestones detailed within
the approved Business Case.

data is requested
and supplied within
quarterly
timeframes

° Investee to
provide information
requested

o CCR PMO
to oversee process
and ratify
submissions

Briefing Note
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Indicator

Score

Definition

Notes & Evidence

Environmental

Greenhouse Gas Emissions

Net Zero Plan

Green Opportunities

Renewable Energy

Waste Management

4 1-No calculation or understanding of the investee's Green House Gas emissions.
2 - Investee has a basic awareness of their Green House Gas emissions.
3 - Investee actively calculates and monitors their Scope 1 & 2 Green House Gas Emissions.
4 - Investee actively calculates and monitors their Scope 1, 2 & 3 Green House Gas emissions

4 1-Investee has no Net Zero Plan in place.
2 - Investee has a basic awareness of Net Zero approaches and working towards a plan.
3 - Investee has a Net Zero Plan in place.
4 - Investee has a Net Zero Plan in place with commitment to being net zero by Wales Collective Ambition of 2050.

4 1- No contribution to the creation of green jobs, skills, or technology, or knowledge of bio-diversity enhancement.
2 - Basic awareness of green opportunities and how this relates to the investee's operations.
3 - Investee will demonstrate contribution to the green economy.
4 - Investee will deliver green jobs, skills, or technology as key benefits.

4 1-Investee is solely reliant on energy from fossil fuel sources.
2 - Investee has a plan agreed to transition and/or diversify their sources to Renewable Energy.
3 - Investee utilises Renewable Energy sources.
4 - Investee utilises renewable energy and is engaged in the production of Renewable Energy.

4 1-Investee has no reduce, reuse, recycle policies in place.
2 - Investee has basic recycling policies in place.
3 - Investee has processes in place that incorporate reusing, reducing, and recycling waste.
4 - Investee has circular economy practices in place.

Social

People Development

Apprenticeships

Community Engagement

ity of the Workplace

Real Living Wage

4 1- Investee has no People D or Learning & Di plan or practices i place.
2 - Investee has a basic awareness of People Development approaches and is working towards a plan for
implementation.
3 - Investee has a people Development plan in place, informed by best practice standards such as Investors in
People.
4-Investee has a People Development plan in place with emp ing, training and and
effective performance management practices in place, alongside career progression opportunities.

4 1-Investee does not employ or engage with apprentices.
2 - Investee actively employs apprentices.
3 - Investee actively employ apprentices whilst working towards setting up or engaging in an apprenticeship
scheme.
4 - Investee has established apprenticeship scheme in place.

4 1-Investee does not engage with communities.
2 - Investee is involved in some community projects that have sustainable outcomes, relevant to its
sector/objectives.
3 - Investee is involved in some community events and sponsors sustinable community activity.
4 - Investee is involved in community events, sponsors sustainable community activities, and engages with the
community in decision-making processes.

4 1-The workplace is not accessible for employees, customers, or visitors with physical, mental, or neurological
impairments.
2 — The workplace makes reasonable adjustments for employees, customers, or visitor requirements to improve the
accessibility of its workplace when required
3 - The Investee provides staff training and has a plan in place to obtain a relevant accreditation.
4 —The Investee actively encourages inclusive behaviour around disabilities in the workplace, provides awareness
training for employees and Board members on being an accessible workplace, and have obtained relevant
accreditation (eg the Disability Confident Employer Scheme; Levels 1, 2 or 3).

4 1-Investee pays the National Living Wage.
2 - Investee pays some employees the Real Living Wage, but is not yet accredited.
3 - Investee pays all employees the Real Living Wage.
4 - Investee is a Real Living Wage accredited employer.

Governance Arrangements and Practices

Supply Chain Practices

Human Rights and Modern Slavery

Board Composition

Gender Pay Gap Reporting

4 1- Investee has some governance arrangements and practices in place, which reflect the stage of their life cycle (ie
start-up, established)
2 - Investee has a plan to mature their governance arrangements and practices, and will look to align with the UN
Global Compact Ten Principles
4 - Investee has adopted strong governance arrangements and practices, which are reviewed on a frequent basis,
and are aligned with the UN Global Compact Ten Principles

4 1 - Investee has no supply chain policy in place and no awareness of its wider supply chain.
2 - Investee has a plan to develop a supply chain policy and an initial awareness of its supply chain.
3 - Investee has an ethical supply chain policy in place and prioritises in-region suppliers.
4 - Investee has an ethical supply chain policy in place and conducts due diligence into prospective suppliers and
20% of contracts are awarded to in-region suppliers.

4 1-Investee has no human rights or modern slavery policies in place.
2 - Investee has a plan to develop their human rights and modern slavery policy, looking to meet best practice.
3 - Investee has a human rights and modern slavery policy in place.
4 - Investee has a comprehensive human rights and modern slavery policy in place, which is reviewed and updated
frequently, in line with the Modern Slavery Act and UN Principles of Business and Human Rights.

4 1-The Board demographic offers very little to no diversity
2 - Investee is in the process of putting together an EDI policy, looking specifically at broadening the diversity of
their Board
3 -The Board is diverse, with varied outlooks and views which are reflected in decision-making.
4 —The Board is diverse, with varied outlooks and views which are reflected in decision-making. The membership of
the Board is reviewed periodically.

4 1-No gender pay gap analysis is undertaken.
2 - A gender pay gap analysis is undertaken frequently.
3 - An annual gender pay gap report is published, reporting the (1) mean average gender pay gap for hourly pay and
(2) the median gender pay gap for hourly pay.
4 A gender pay gap analysis is undertaken, reporting (1) mean average gender pay gap for hourly pay, (2) median
gender pay gap for hourly pay, and (3) percentages of men and women in each hourly pay quartile. An appropriate
action plan is published alongside the analysis.
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