Annual
Sustainability
Report
2020

Why U Ethical

2

Section 3.

Statement from the chairperson

4

Statement from the
chief executive officer

5

The people behind
our impact

Year in review

6

Section 1.

Better investments
for a better world

Board of directors

34

Management team

38

Our people

40

Section 4.

Investment performance

10

Our products

12

Section 2.

Our ethical approach
Ethical investment policy

18

Our Ethical Advisory Panel

19

Materiality assessment

20

Negative screening

22

Investing in positive outcomes

23

Case study: Novo Nordisk

25

Engagement and advocacy

26

Case study: Westpac

27

Case study: Fossil fuels

27

Our community contribution

28

Our climate position

29

Case study: Modern Slavery Act

30

Case study: Climate Action 100+

31

Stakeholder engagement
and financial performance
Our clients

46

Client event: Chairperson’s Lunch

48

Client event: 2019 Investor Briefing

48

Client case study:
Spiritual Health Association

49

Client case study: Social Traders

50

Financial performance

51

Our material topics

52

Global Reporting Initiative (GRI) index

54

Why U Ethical

U Ethical is an investment manager
with a difference. Since inception,
we have worked to create a better
world by investing with purpose.

$1.2b

funds under
management

We are focused on serving the needs of all kinds of investors — from corporate and
institutional to not-for-profits and individual clients. Whether big or small, our clients trust us
to deliver competitive returns while doing the right thing by communities and the planet.
Today, we are one of the largest ethical investment managers in Australia, with $1.2 billion
in funds under management. Unlike the majority of ethical managers, we are a not-for-profit
social enterprise, which means most of our surplus goes to support social justice advocacy
and community programs.
In addition, we are one of the few investment businesses in Australia to be certified as a
B Corporation. B Corporations are businesses that meet the highest standards of verified
social and environmental performance, public transparency, and legal accountability to
balance profit and purpose. We are proud to be amongst the global top 10% of B corps
in the Overall and Community categories.
U Ethical is an active investor. We adopt clear positions on important ethical issues and
don’t shy away from holding companies to account. This includes divesting or excluding
companies from our portfolios on ethical grounds if we consider it necessary.
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Statement from
the chairperson

This past year has been unlike any other.
The onset of the global coronavirus
pandemic from February necessitated
significant changes in the operation of
the business and caused upheaval in
the personal lives of directors and staff.
Online meetings and contacts replaced
face-to-face for much of the second part
of the year.
Despite the challenges, our emphasis
on developing effective business systems
essential for growth was maintained and
our investment results continued to be
above average. Significant developments
were also made in our ethical investment
framework, including completing our fossil
fuel divestment and exclusion. This now
extends to screen out companies tied to
fossil fuels. We have also further integrated
the UN Sustainable Development Goals
into our screening of international stocks.
This was the third year of our five-year
strategy to grow the business and double
our community contribution. The bold
choices we made in previous years to
reshape the business were beginning to pay
off, with significant fund flows and strong
client acquisition in the early part of the
year. But given the changes brought about
by the spread of COVID-19, including the
collapse of share markets in March, the
board recognised that, in the short term,
an emphasis on sustainability rather than
growth had to be paramount. As a result,
significant changes were made to the
enhanced cash product to safeguard it from
extreme market fluctuations. These changes
came into effect from 1 July 2020.
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Dr David Cousins AM
Chairperson

In response to the crisis, extra steps
were taken to ensure our clients were well
informed with the introduction of weekly
online news updates. And throughout the
year, U Ethical maintained strong links with
the Uniting Church and its agencies, assisting
with the development and implementation
of sound investments policies.

In response to the crisis, extra
steps were taken to ensure our
clients were well informed.
I thank the board for their continued
diligence and oversight and also our CEO
Mathew Browning and the rest of the
U Ethical team for their outstanding
contributions in difficult circumstances.
Most of all, we thank our valued clients for
your ongoing support. The road ahead is still
uncertain, but the team at U Ethical is ready
to meet any challenges along the way.

Statement from the
chief executive officer

2020 will go down as a watershed year
for the world and for U Ethical. It began
with progress and achievement until the
disrupting presence of COVID-19 swept into
our lives. Nonetheless, year two of our threeyear business transformation saw us realise
many of the gains we are working towards
as part of our five-year goals.
U Ethical made our voice heard even more
loudly on environmental issues, signing
up to Climate Action 100+, an investor
initiative to curb emissions and improve
corporate transparency by engaging with
the world’s largest greenhouse gas emitters.
We completed divesting from fossil fuels,
and now exclude companies tied to fossil
fuels from our investable universe. This is
just the latest development in an ongoing
commitment to the environment, which
began with our first ethical screen excluding
uranium mining in the late 1970s.
We continued to engage with companies
on important issues throughout the year,
for example raising our concerns with
Westpac about its conduct in the wake
of the Australian Transaction Reports and
Analysis Centre (AUSTRAC) scandal.
Our team was recognised with U Ethical
highly commended in the Shared Value
Project awards, while our director –
distribution David Brennan was named
one of Australian Financial Review’s BOSS
magazine’s young executives of the year.
All of this work culminated in record fund
inflows and new client acquisition, backed
up by top decile investment performance.
It was pleasing to see our hard work pay off
and our strategy continue to deliver.
However, with the onset of COVID-19,
our agility was put to the test. Our team
moved quickly to remote working, while
ensuring our clients stayed informed
throughout the uncertainty.

Mathew Browning
Chief executive officer

The market challenges highlighted the
strength of ethical investing strategies.
Despite volatile markets, our International
Equities Trust returned 12.9%, beating its
benchmark by 7.7%. Our Australian Equities
Trust — Wholesale finished down slightly
at –0.3% but strongly outperformed the
ASX300 by 7.3%, and our Enhanced Cash
Portfolio overcame consistent yield pressure
to deliver income of 2.2% for the year.
In this challenging operating environment,
financial performance was satisfactory.
Funds under management peaked at $1.36b
in February (up 14.3% from 30 June 2019)
with inflows from new clients of more than
$80m, but ended the year flat at $1.2b. This
resulted in a modest increase in income to
$9.7m and an operating surplus of $2.8m,
marginally ahead of budget. Given the
very uncertain outlook, our community
contribution was reduced to $2.3m pending
greater clarity, thereby bolstering reserves to
$3.9m and underpinning future sustainability.
I thank U Ethical’s team and board for their
hard work in difficult circumstances and,
most of all, I thank our clients who support
us in the pursuit of a better world.

5

Year in review1

Number of
client accounts

Funds under
management

Investment
income
distributed

4,388
$1.2b
$33.7m

Revenue

Operating
surplus

$9.7m

Net promoter score

$2.8m
125.2

Our voting record
–100

5

+100

–100

Wholesale

45

+100

Retail

B Impact Score

31% Detractors
33% Passive
36% Promoters

$2.3m

13% Detractors
27% Passive
58% Promoters

12%

of 653 votes against
management

Funds under management

81%

in community contributions, with
$62.8m contributed since 1995

in wholesale
products

community contribution
SDG alignment

19%
in retail
products

150%

50/50
gender balance across
the board

increase in monthly web traffic
to uethical.com (vs June 2019)

1

As at 30 June 2020.
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Section 1.
Better
investments
for a better
world
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Investment performance

In a highly volatile 12 months, the strength of
ethical investment strategies was highlighted,
with all our equities funds outperforming
benchmarks. Strong returns from the
International Equities Trust — Wholesale saw it
outperform its benchmark1 by 7.7%2 after fees.
Figure 1: Funds under management
(FUM) over the last 10 years ($ million)

Figure 2: FUM breakdown

1,200
1,000

$ million

800

FUM
breakdown

600
400
200

1

MSCI World Ex Australia TR Index (AUD).

2

Year to 30 June 2020. Past performance is not an indicator of future performance.
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2020

2019

2018

2017

2016

2015

2014

2013

2012

2011

0
41% Enhanced Cash Portfolio
24% Australian Equities Trust – Wholesale
15% Growth Portfolio
13% Enhanced Cash Trust
6% Australian Equities Trust – Retail
<1% Funeral Fund
<1% International Equities Trust – Wholesale

Table 1: Performance to 30 June 20201

Total return (% p.a.)

1yr

5yrs

10yrs

20yrs

Inception

Inception
date

Growth Portfolio

0.5

8.2

9.3

8.4

10.0

1 Jul 1985

–6.1

6.0

8.1

6.7

–

–

Australian Equities Trust — Wholesale

–0.3

8.7

8.9

8.1

10.5

1 Jan 1986

Benchmark

–7.6

6.0

7.7

7.3

9.7

–

International Equities Trust — Wholesale5

12.9

13.1

–

–

16.2

1 Aug 2019

5.2

9.4

–

–

12.6

–

Australian Equities Trust — Retail

–0.6

7.1

7.5

–

7.7

7 Jul 2003

Benchmark

–7.6

6.0

7.7

–

8.5

–

Enhanced Cash Portfolio

2.2

2.6

3.8

4.7

7.1

1 Jul 1985

RBA Cash Rate

0.7

1.4

2.4

3.8

–

–

Enhanced Cash Trust — Retail

1.9

2.3

3.4

4.2

5.8

19777

Funeral Fund

1.9

2.3

3.4

4.2

4.3

2 Feb 1997

Benchmark2
3

4

Benchmark6

4

Income yield (% p.a.)

1

Past performance is not an indicator of future performance.

2

Benchmark comprises 70% ASX300 Accumulation, 10% MSCI World Ex Australia Net TR (AUD), 10% ASX300 Real Estate, 5% Bloomberg AusBond Bank Bill,

3

On 1 November 2019, the U Ethical Australian Equities Portfolio (the Portfolio) was transferred to a unit trust, the U Ethical Australian Equities Trust — Wholesale

5% Bloomberg AusBond Composite 0–3yr indices.
(the Trust). Prior to this date, performance was generated by the Portfolio. The Trust retains the same investment manager and investment strategy. From 1 November
2019, performance is that of the Trust.
4

S&P/ASX 300 Accumulation Index.

5

On 1 August 2019, the International Equities Portfolio was transferred from a sub-account of the U Ethical Growth Portfolio into a unit trust, the U Ethical International

6

MSCI World Ex Australia TR Index (AUD).

7

Performance only available since December 1979.

Equities Trust (the Trust). The Trust retains the same investment manager and investment strategy, and charges management costs of 0.90% p.a.
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Our products

38

companies

Australian Equities Trust
— Wholesale holdings

Ramsay Health Care

Amcor

Reliance Worldwide Corporation

Australia and New Zealand
Banking Group

Seek

AusNet Services

Suncorp Group

The A2 Milk Company

Transurban Group

Bingo Industries

Telstra Corporation

Boral

Westpac Banking Corporation

BlueScope Steel

Webjet

Brambles

Wesfarmers

ResMed

Sonic Healthcare

carsales.com
Commonwealth Bank of Australia
Coles Group

Figure 3: Australian Equities Trust
— Wholesale sector exposure

CSL
Cleanaway Waste Management
Dexus
Fortescue Metals Group
G8 Education
Goodman Group
GUD Holdings

Sector
exposure

InvoCare
JB Hi-Fi
Lendlease Group
Macquarie Group
Monash IVF Group
National Australia Bank
Orora
QBE Insurance Group
REA Group
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18% Health care
15% Banks
12% Industrials
9% Materials
9% Communication services
9% Consumer discretionary
8% Insurance and diversified financials
7% Real estate
7% Cash
5% Consumer staples
1% Utilities

38

companies

Australian Equities Trust
— Retail holdings

G8 Education

Amcor

GUD Holdings

Australia and New Zealand
Banking Group

InvoCare

AusNet Services

Lendlease Group

The A2 Milk Company

Macquarie Group

Bingo Industries

Monash IVF Group

Boral

National Australia Bank

BlueScope Steel

Orora

Brambles

QBE Insurance Group

carsales.com

REA Group

Commonwealth Bank of Australia

Ramsay Health Care

Coles Group

ResMed

CSL

Reliance Worldwide Corporation

Cleanaway Waste Management

Seek

Dexus

Sonic Healthcare

Fortescue Metals Group

Suncorp Group

Goodman Group

JB Hi-Fi

Transurban Group
Figure 4: Australian Equities Trust
— Retail sector exposure

Telstra Corporation
Westpac Banking Corporation
Webjet
Wesfarmers

Sector
exposure

18% Health care
15% Banks
12% Industrials
9% Materials
9% Communication services
9% Consumer discretionary
8% Insurance and diversified financials
7% Real estate
7% Cash
5% Consumer staples
1% Utilities
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74

companies

Growth Portfolio
holdings

Inditex

Scentre Group

InvoCare

Seek

Abacus Property Group

JB Hi-Fi

Shionogi & Co

Alphabet

Kimberly-Clark Corporation

Sonic Healthcare

Amcor

Kingspan Group

Stockland Corporation

Apple

Koninklijke Philips

Suncorp Group

AusNet Services

Lendlease Group

Telstra Corporation

Australia and New Zealand
Banking Group

Macquarie Group

TJX Companies

Mastercard

Transurban Group

Australian Unity Office Fund

Microsoft Corporation

Unibail-Rodamco-Westfield

The A2 Milk Company

Mirvac Group

Unilever

Bingo Industries

Monash IVF Group

Union Pacific Corporation

BlueScope Steel

National Australia Bank

United Parcel Service

Boral

Novo Nordisk

Varian Medical Systems

Brambles

Orora

Vestas Wind Systems

Bristol Myers Squibb

QBE Insurance Group

Vicinity Centres

carsales.com

Ramsay Health Care

VMware

Charter Hall Group

REA Group

Webjet

Charter Hall Social
Infrastructure

Reliance Worldwide
Corporation

Wesfarmers

Cisco Systems

ResMed

Citrix

SAP

Cleanaway Waste
Management
CME Group
Coles Group

Figure 5: Growth Portfolio
asset allocation

Commonwealth Bank
of Australia
CSL
Danone
Dexus Property Group
Ecolab
Fortescue Metals Group

Asset
allocation

GUD Holdings
G8 Education
GlaxoSmithKline
Goodman Group
GPT Group
Home Depot
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57% Australian shares
23% Cash
13% International shares
7% Listed property trusts

Westpac Banking
Corporation

International Equities
Trust — Wholesale
holdings

Mastercard

Alphabet

SAP

Apple

Shionogi & Co

Bristol Myers Squibb

TJX Companies

Cisco Systems

Unilever

Citrix

Union Pacific Corporation

CME Group

United Parcel Services

Danone

Varian Medical Systems

Ecolab

Vestas Wind Systems

GlaxoSmithKline

VMware

Microsoft Corporation

Figure 6: International Equities Trust
— Wholesale geographic exposure

Novo Nordisk

Geographic
exposure

Home Depot
59% United States
9% Denmark
9% United Kingdom
4% Germany
3% Netherlands
3% France
3% Japan
3% Ireland
2% Spain
5% Other

Inditex
Kimberly-Clark Corporation
Kingspan Group
Koninklijke Philips

Enhanced Cash
Portfolio holdings

ING

The Enhanced Cash Trust
and the Funeral Fund are
wholly invested in the
Enhanced Cash Portfolio.

Macquarie Group

Airservices Australia
AMP

QIC Finance (Shopping
Centre Fund)

Apple

Suncorp Group

Australia and New Zealand
Banking Group

Uniting Financial Services

Australian Unity Limited

Westpac Banking
Corporation

Bank of Queensland
Bendigo and Adelaide Bank
Commonwealth Bank
of Australia

Lloyds Banking Group

Figure 7: Enhanced Cash Portfolio
asset allocation

Macquarie University
ME Bank
National Australia Bank

Asset
allocation

University of Sydney

41% Cash
40% Fixed interest
13% First mortgages
4% Hybrids
2% Community impact loans
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Section 2.
Our ethical
approach
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Ethical investment policy

We consciously seek to achieve our vision
of a better future for all through the power
of purposeful investing. This means that we
build portfolios which both reflect the values
of our clients while delivering competitive
market returns.

U Ethical’s investment process ensures that
all investment decisions are in keeping with
our vision and that they promote careful
financial stewardship

We foster a multifaceted approach to
ethical investing, applying an initial top-down
exclusionary screen ensuring the removal of
companies involved in undesirable activities,
and consciously seeking out ‘the good’—
companies that promote human welfare,
dignity and environmental sustainability.

To improve our world through the power
of purposeful investing.

We incorporate environmental, social
and governance criteria into our investment
process. This allows us to uncover unethical
practices within a company that may
be going on under the surface and flag
potential future financial risks.

Our vision

Our values
— Authenticity: we do the right thing,
not the easy thing.
— Progress: we are open-minded,
innovative and future-focused.
— Impact: we strive for better investments
and a better world.

Figure 8: Ethical investing process

Investable universe

Ethical screen
and ESG integration

Removal of excluded activities and industries,
as defined by our ethical investment policy
Minimum Environmental, Social, and Corporate
Governance (ESG) ratings and controversies screening
Targeting companies with a high alignment
to the UN Sustainable Development Goals

Fundamental screen

Based on financial criteria

Research review and
ethical verification

A subset of the investable universe is
subjected to rigorous financial and ethical
qualitative analysis to select securities for
the portfolio

Portfolio construction

Securities are weighted in the portfolio
according to risk-adjusted return expectations
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Our Ethical Advisory Panel

We wish to remain at the forefront of
ethical investment, ensuring our investment
practices are subjected to the rigour of
external expertise and analysis.
To support these objectives, our Ethical
Advisory Panel is tasked with:

— Providing input and advice on prioritising
ethical considerations
— Determining the materiality of and
response to ethical issues, especially
in ‘grey’ areas where nuance is key
— Contributing to U Ethical’s innovation and
thought leadership across the spectrum
of ethical investing.

Amandine Denis

2x

Head of national programs at ClimateWorks Australia, MSc, MBA

independent
members

ClimateWorks Australia is an independent, research-based, nonprofit organisation committed to catalysing reductions in greenhouse
gas emissions in Australia. Amandine’s work includes helping
governments and businesses develop pathways and strategies for
net-zero emissions and unblocking barriers to implementation.

Mark Zirnsak
Senior social justice advocate, BE (Chem) (Hons), PhD, GradDip (Theol)

Mark became director of the Uniting Church’s Justice and
International Mission unit in 2004 and Senior Social Justice
Advocate in 2019. He is a member of the Victorian Responsible
Gambling Ministerial Advisory Council, the Victorian Government
Liquor Control Advisory Council and the Attorney General’s National
Roundtable on Slavery and Human Trafficking.

6x

board of directors
and management
team

David Cousins AM Non-executive director
Georgina Laird1 Ethics and impact manager
James Cook Chief investment officer
Lindsay Mann Non-executive director
Mathew Browning Chief executive officer
Zarmeen Pavri Non-executive director

1

Georgina Laird left U Ethical in June 2020.
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Materiality assessment

Ethical investment is predicated on our
stakeholders’ values driving societal,
environmental and financial outcomes.
The financial imperative supports the social
and planetary outcomes our stakeholders
want to see. Last year, we conducted a
materiality review to ensure we balance our
stakeholders’ views with an ever-evolving
set of ethical demands.
As part of this process, we developed
a ‘universe’ of 38 topics that are relevant
to either our stakeholders or to the
organisation.

We then refined the list by placing them
within the ten categories shown in Figure 9.
It is important that we maintain our focus on
the nexus of the issues upon which we can
affect the greatest change — and that are
most important for our stakeholders.
To this end, we plotted the 10 topic
categories based on their relative
importance to stakeholders and to the
organisation. This identified the five ‘highly
material’ themes shown below. The five
themes, and our approach to managing
them, are explored at the end of this report.

Importance to stakeholders

Figure 9: Material themes
Highly
material

Material

Important

Importance to U Ethical
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How we do business
Fit-for-purpose products
Climate preparedness
Workforce
Our impact
Social justice
Responsible sourcing
Direct environmental footprint
Waste
Financial capability development

To guide this initiative — and similar
to the process outlined on the previous
page — we plotted the 17 SDGs in
Figure 10 according to their importance
to stakeholders and to U Ethical.

In FY2020, we began using the UN
Sustainable Development Goals (SDGs) as
a framework for capturing the breadth and
depth of our impact. In 2015, 194 countries,
including Australia, agreed to the 17 SDGs
as the best way to jointly address societal
inequalities and human impacts on our
natural world. Further detail on the SDGs
can be found on pages 23 and 24.

Importance to stakeholders

Figure 10: UN Sustainable Development Goals

8

15

12

11
5
14

3

13

17

4
16

Highly
material

Material

10
1

2
9

Important

6

7

Importance to U Ethical
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Negative screening

Exclusion principles
By thoroughly evaluating a company’s
products, services and practices, we avoid
investing in companies that:

cause unacceptable
damage to the natural
environment

infringe on
human rights

have unacceptable
occupational health
and safety practices

support oppressive
regimes

cause or perpetuate
injustice and suffering

do not comply with
the United Nations
Global Compact
Principles

fossil fuels

uranium mining
and nuclear

controversial, civilian
and conventional
weapons

adult
entertainment

gambling

animal
cruelty

alcohol
production

tobacco
production

Excluding the bad
Our negative ethical screen ensures
the systematic removal and monitoring
of various industries and practices which
are harmful to either the environment or
society. In particular, the screen restricts
investment in securities with a direct
material exposure (>5% revenue) to
excluded activities.

22
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Investing in positive outcomes

Seeking the good
U Ethical has a long history of investing
for positive outcomes. Our negative screens
ensure the removal of harmful industries
and products from our investable universe,
but we know that doesn’t mean all that is
left is ‘positive’. We consciously seek out
companies which help to eradicate poverty,
protect the planet and build a peaceful and
prosperous world.
This includes utilising the UN Sustainable
Development Goals (SDGs) as a framework
to identify companies which have a positive
impact on society and the planet. Through
the use of both quantitative tools and
qualitative research, we look for companies
that contribute to the achievement
of the goals.

The UN Sustainable Development
Goals — a universal call to action
As a call to action by all countries — poor,
rich and middle income alike, the 17 UN
SDGs aim to promote prosperity while
also protecting the planet. They recognise
that the eradication of poverty must go
together with strategies that build economic
growth and address social needs, including
health, education and employment while
tackling climate change and environmental
protection. The goals are more important
than ever as they provide a critical framework
for recovery from the effects of COVID-19.
The pandemic has laid bare deep
inequalities and exposed the failures that
are addressed in the 2030 Agenda for
Sustainable Development and the Paris
Agreement on climate change.

clean energy
and technology

sustainable
agriculture

circular
economy

employment

community and
education services

health care

The goals are more important
than ever as they provide a
critical framework for recovery
from the effects of COVID-19.
Utilising this moment of crisis, when
usual policies and social norms have
been disrupted, bold steps can steer the
world back on track towards achieving the
Sustainable Development Goals. Now is
an opportune time for a systemic shift to a
more sustainable economy that works for
both people and the planet.
The Sustainable Development Goals are
vital for a recovery that leads to greener,
more inclusive economies, and stronger,
more resilient societies.
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Our portfolios increasingly support the
achievement of the UN Sustainable Development
Goals. Through our analysis, we have identified
across all portfolios that we have the greatest
exposure to the following SDGs:

Vestas Wind Systems

Brambles

Vestas is the energy industry’s global
partner on sustainable energy solutions.
It designs, manufactures, installs and
services wind turbines across the globe,
and with more than 108 GW of wind
turbines in 80 countries, a Vestas wind
turbine only emits around 1% of the CO2
of a coal power plant. Their 66,000 wind
turbines have saved the world from
hundreds of millions of tonnes of CO2.

Brambles is a global supply-chain logistics
company with an inherently sustainable
business model built around the sharing
and reuse of resources.

CSL
CSL is a leading global biotech company
that delivers innovative biotherapies and
influenza vaccines that save lives and
helps people with life-threatening
medical conditions. In FY2019 CSL derived
57% of its revenues from products for the
treatment and diagnosis of major diseases
in the world.
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It specialises in the pooling of unit-load
equipment and associated services,
focusing on the outsourced management
of pallets, crates and containers.
In FY19, customers sharing and
reusing pallets saved 2600 megalitres
of water, 2 million tonnes of CO2 and
1.3 million tonnes of waste.

Case study:
Novo Nordisk
Novo Nordisk is a global pharmaceutical
and healthcare company with more than
95 years of innovation and leadership
in diabetes care and other serious
chronic conditions, such as obesity and
haemophilia. It manufactures and markets
pharmaceutical products and services
with a particular focus on diabetes care,
medications and devices.
Headquartered in Denmark, the company
employs approximately 41,600 people
globally and markets its products in more
than 170 countries.
Novo Nordisk also has a strong alignment
to the UN Sustainable Development
Goals, particularly Goal 3; Good Health
& Well-Being, and Goal 12; Responsible
Consumption and Production.
This leader in diabetes care is committed
to providing low-priced human insulin for
people living with the disease in low and
middle-income countries. In 2019, it donated
86 million Danish Kroner to the World
Diabetes Foundation and provided treatment
for 5.1 million people with human insulin at a
cost maximum of 4 USD per 10ml vial.

In collaboration with the International
Society for Paediatric and Adolescent
Diabetes, its programme, Changing
Diabetes in Children® is guided by the
view that ‘no child should die of diabetes.’
As part of the programme, the company
has developed a training manual specific
to the diagnosis, treatment and organising
of diabetes care for children in developing
countries. It has reached more than 25,000
children and adolescents with type 1
diabetes through this initiative.
Guided also by Goal 12, the company
strives to reduce CO2 emissions from its
own activities and throughout the value
chain in line with its commitment to the
Triple Bottom Line business principle.
It’s also focused on reducing water
consumption and waste at production
facilities. This includes recycling ethanol
and creating biogas from organic residues.

86m

Danish Kroner
(equivalent to
$18.8m AUD)
donated to
World Diabetes
Foundation

SDGs:

In addition to its strong SDG alignment,
U Ethical invests in the company due to
its historically strong returns on capital
and because it remains well-positioned
to grow earnings on the back of new
product launches.

“At Novo Nordisk, we are driven by a core
belief: that the alarming rise of diabetes is
not inevitable. We can change its trajectory
— and we must act now.”
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Engagement and advocacy

We acknowledge that ethical decisions
are often complex and require careful
consideration of both positive and
negative factors.

68

meetings for
domestic and
international
holdings

Effective corporate engagement is
beneficial to both companies and
shareholders. It provides the companies
we invest in with a way to understand
the topics that are material for investors.
At the same time, it allows us to better
understand companies’ long-term
strategies while advocating for positive
change where necessary.
We foster a dynamic approach, seeking
to engage with companies wherever we
feel it is necessary. Occasionally, our
research uncovers companies in our
portfolio that are involved in unacceptable
activities or practices. In such instances,
our first preference is to initiate a process
of direct engagement as a means of
advocating for positive change consistent
with both community expectations and
long-term investment value.
When engagement doesn’t deliver
satisfactory outcomes, we utilise our proxy
voting rights to record our opposition to
unfavorable resolutions. As a final step we
can choose to divest. Throughout the year,
we engaged with various companies on
issues such as money laundering and
terror financing compliance, modern
slavery, climate change action and credit
card gambling.

Voting
Active ownership is integral to our
long-term investment approach.
At U Ethical, we vote all proxy resolutions
at all shareholder meetings for the shares
held within our portfolios. We believe that
effective corporate governance structures
help a company to succeed and, in turn,
deliver sustainable returns.
Throughout the period, our votes were
cast at 68 meetings, for both domestic
and international holdings. Across 618
items, we voted against management on
79 items (12%), including on issues such as
remuneration and board of director elections.
We also voted on various shareholder
resolutions calling for better reporting from
companies on topics such as climate change,
animal welfare and human rights policies.

Figure 11: Voting summary

Voting
summary

539 Number of votes with management
79 Number of votes against management

26

U Ethical Annual Sustainability Report 2020

Case study:
Engaging with Westpac in the wake of AUSTRAC
We shared the broader community’s
shock at the allegations of Westpac’s
failure to manage the threat of their systems,
facilitating payments for the exploitation of
children and human rights violations. After
the allegations surfaced in November 2019,
we began working with advocacy partners
who attended Westpac’s first advisory group
meeting to determine ongoing remediation.
We then leveraged our holdings in Westpac
to raise issues via the Group Executive —
seeking a number of assurances and offering
suggestions to ensure suitable governance
and controls and that this behaviour does not
reoccur. Their director of investor relations
directly addressed our five areas of concern
for the company: 1. accountability;
2. executive remuneration; 3. climate change;
4. screening technology businesses;

5. engagement with experts on addressing
child exploitation and human rights.
At the Westpac AGM we also registered
a protest vote against the re-election of
board directors Peter Marriott and Nerida
Caesar given their roles in the audit and risk
committee which failed in its oversight. We
also opposed the remuneration report, which
would result in a second strike – calling a vote
to potentially spill the board.
Since then, we have continued to monitor
remediation efforts to satisfy ourselves
the appropriate action is taken and
commitment from Westpac is maintained.
We retained our holdings in recognition that
the board’s and management’s response has
been sufficient. With the CEO and chair of
the group standing down, we acknowledge
Westpac has now taken the matter seriously.

Case study:
Divesting from companies reliant on fossil fuels
This year we increased the scope of our
negative screenings to exclude companies
also involved in the exploration for and
extraction of fossil fuel reserves and its
combustion for power generation. This is
consistent with our demonstrated history
of evolving our ethical investment policy.
“U Ethical applied the first ethical screen
to exclude uranium mining in the 1970s
and more recently, the total exclusion of
thermal coal and unconventional oil and gas
extraction. Until now, U Ethical had viewed
the use of natural gas as a transition fuel;
however, we’re concerned that the industry
isn’t doing enough to realise that transition”,
James Cook, chief investment officer.
In light of this, U Ethical’s Ethical Advisory
Panel met in 2019 to finalise an evolution
in our investment policy, specifically the
sectors we invest in.

In the last financial year, we completed
divesting from companies involved in the
fossil fuels sector.
Why divest in companies reliant
on fossil fuels?
We believe we have a responsibility to redirect
capital away from the highest-emitting
sectors and towards business models that
are centred on minimising emissions and the
impact of a rapidly warming planet. This is in
keeping with our clients’ expectations
of our stewardship of their money.
The desire for less exposure to fossil fuels
isn’t limited to our client base. Consumers
using the Responsible Investment
Association Australasia’s (RIAA) Responsible
Returns online tool are predominantly
searching for funds that screen out fossil
fuels. After a devastating bushfire season in
Australia in early 2020, this decision came at a
time when the effects of climate change were
profoundly evident.
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Our community contribution

U Ethical’s annual community contribution,
financed from our operating surplus, takes
advantage of the deep and wide reach
of the Uniting Church funding part of its
community program budget in Victoria and
Tasmania. This financial year, the impacts of
the pandemic on financial markets resulted
in a slightly lower contribution of $2.3m.

3

2

1

1

As at June 30 2020.

2

In 2018, our financial year end changed from 31 December to 30 June. Therefore, the figure for 2018 covers a six-month transition period.
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Figure 13: Community contribution
program SDG alignment

The community contribution was
channelled into programs covering social
justice advocacy, education, disability
and intercultural inclusion, and prison
chaplaincy. These programs are another
way we seek to align our activities with
the UN SDGs. The community contribution
exhibits strong alignment to goals
1: No poverty, 3: Good health and wellbeing, 4: Quality education, 10: Reduced
inequalities, 13: Climate action and
16: Peace justice and strong institutions.
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The Uniting Church’s engagement with
the broader community is deep and wide.
With a particular commitment to vulnerable
individuals and communities, it helps
thousands of Australians every day.

4

2011

contributed
since 1995,
and growing

Figure 12: Annual community
contribution over 10 years2

$ million

$62.8m

1

U Ethical is an autonomous social
enterprise of the Uniting Church and
is governed by an independent board.
U Ethical’s clients include a cross-section
of investors who see ethical investing as a
means of aligning their investments with
their values. Although investors hold diverse
viewpoints, they are unified through a strong
commitment to social and environmental
justice. This reflects U Ethical’s vision of
improving our world through the power
of purposeful investing.

Our climate position

At U Ethical, we believe that climate change
is the most defining and complex systemic
risk of our time: a market and policy failure of
immense scale. Climate change is essentially
an inter-generational and trans-boundary
issue, a collective action problem that
will require extensive collaboration within
industry and between countries.
“Climate risks are distinctly ‘financial’ in
nature. Many of these risks are foreseeable,
material and actionable now.” says Geoff
Summerhayes1, former executive board
member of the Australian Prudential
Regulation Authority (APRA).
In line with scientific evidence, U Ethical
recognises that shifts in global temperatures
are a result of human-induced climate
change and that climate risks are now posing
an existential threat to human beings and
life-supporting ecosystems. We have reached
the point where an emergency response is
required. Since 2014, U Ethical has taken
firm steps towards reducing our exposure
to sectors harmful to the environment.

First, we divested from unconventional
oil and gas and thermal coal and in 2019
completed the full divestment from all fossil
fuel companies. This aligns with our ethical
investment framework and a commitment
not to invest in companies that cause
unacceptable damage to the environment,
infringe on human rights and cause or
perpetuate injustice and suffering.

2019

completed
full divestment
from all fossil
fuel companies

U Ethical favours investments in companies
with responsible operations as well as
companies that align with or have ambitious
plans to align with a just and low carbon
climate transition. U Ethical also supports
industry and country-level commitments
to net-zero targets in line with the Paris
Agreement and the Intergovernmental
Panel on Climate Change’s (IPCC) global
warming transition pathways.
Recognising that climate change
represents a financial risk to the global
economy, U Ethical will release a Task Force
on Climate Related Disclosures aligned
report in 2021.

Climate risks are distinctly
‘financial’ in nature. Many of
these risks are foreseeable,
material and actionable now.

1

Executive Member — Insurance Council of Australia Annual Forum, Sydney, 17 Feb 2017.
https://www.apra.gov.au/news-and-publications/australias-new-horizon-climate-change-challenges-and-prudential-risk
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Case study:
Modern Slavery Act — one year later
The passage into law of the Modern Slavery
Act in November 2018 was the culmination
of many years of advocacy with our partners,
the Responsible Investment Association of
Australasia (RIAA), and the Uniting Church’s
Justice and International Mission unit.
Monitoring for modern slavery risks in crossborder supply chains is now mandatory for
Australia’s largest organisations, whereby
relevant organisations are required to
publish annual modern slavery statements
against six mandated criteria. This will
improve accountability, transparency and
comparability, and highlight industries and
organisations that are most likely to be
enabling modern slavery.
Managing modern slavery risk
in our portfolios
Since the law was passed, we’ve continued
to actively engage with companies within
our portfolios on modern slavery and
incorporated modern slavery considerations
into our investment screening. Our Ethical
Investment Policy specifically mandates the
investment team to review companies for
unacceptable business activities that would
cover modern slavery.
As an ethical investor, we also integrate
environmental, social and governance
(ESG) factors into our investment process.
Through this ESG review we look at labour
management and supply chain issues
which can uncover modern slavery risks.
Our board and investment committee
provides oversight of the investment
team and relevant ethical and ESG issues,
and our Ethical Advisory Panel provides
independent advice.
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Managing modern slavery risks
in our supply chain
In FY20, we took additional steps in
mapping our supply chain to identify
modern slavery risks. As part of this, we
actively engage with our suppliers where
findings indicate risks of modern slavery
breaches. A formal joint statement with
the Uniting Church in Australia, Synod
of Victoria and Tasmania will be released
in December 2020.
Since the law passed, we have also updated
our Outsourcing and Procurement Policy to
embed modern slavery risk management
throughout the procurement process,
enabling a risk-conscious view and
transparency in our supply chain.
As reporting from companies improves over
time, we expect to gain further insight into
ways that we can improve our processes.
We are committed to engaging with
companies on modern slavery issues.

In FY20, we took additional steps
in mapping our supply chain to
identify modern slavery risks.

Case study:
Joining Climate Action 100+ — Investor initiative
driving corporate climate action
On 6 November 2019, U Ethical joined over
30 Australian investor signatories in signing
up to Climate Action 100+, an investor
initiative driving corporate climate action by
engaging with some of the world’s largest
greenhouse gas-emitting companies. Since
its launch in December 2017, Climate Action
100+ has grown into one of the largest
investor-led engagement campaigns, with
over 370 investor signatories representing
over $US41 trillion in assets under
management.
Emma Herd, CEO of the Investor Group on
Climate Change and member of the Climate
Action 100+ Global Steering Committee
said, “Working with local investors in
Australia, we have seen first-hand the
impact of collaborative engagement on
climate. We’re pleased to welcome
U Ethical as a signatory to the initiative.”
The initiative focuses on companies,
including 100 ‘systemically important
emitters’, accounting for two-thirds
of annual global industrial emissions,
alongside more than 60 others with
significant opportunity to drive the clean
energy transition. These companies are
critical to the decarbonisation of investment
portfolios and the global economy.

What are investors asking focus
companies to do?
Investors that sign on to the campaign
are using their financial leverage to ask
the boards and senior management of
companies to:
— Implement a strong governance
framework which clearly articulates the
board’s accountability and oversight of
climate change risks and opportunities;

370

investor signatories
globally including
U Ethical

— Take action to reduce greenhouse
gas emissions across the value chain,
consistent with the Paris Agreement’s
goal of limiting global average
temperature increase to well below
2 degrees Celsius above the
pre-industrial level; and
— Provide enhanced corporate disclosure
to enable investors to assess the
robustness of companies’ business
plans against a range of climate
scenarios.
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Board of directors

Investors trust us to manage their
money. In return, we aspire to the
highest levels of good governance.

0

The board of directors sets a high
standard for the governance of U Ethical.
The structure, composition and diversity
of the board is essential to its effectiveness.
With the exception of the chief executive
officer, all board members are independent
non-executive directors who may not serve
for a period greater than 10 consecutive years.

50%

The board has the ultimate oversight
of our sustainability practices and ethical
investment policy. It includes three
committees:

board member
changes in
FY2020

male/female
board members

— Audit, risk and compliance
— Investment
— People and nominations.
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The board and each of the committees
are governed by a charter. The board and
each committee undertakes an annual
review to enable directors to reflect on
their performance. Directors who are to be
re-elected are peer reviewed every three
years. All directors, with the exception of
recent appointments, have been reviewed
in the last three years.
There were no changes to the board
members in FY2020 as the full complement
of 10 members, with equal gender
representation, was maintained.

David Cousins AM
Non-executive director February 2016
Chair September 2017 PhD, MEc, DipEd, Fellow IPAA, GAICD
Committees Investment; People and nominations (Chair)

David is an economist with specialisations in competition, consumer
and prices policy, and regulation. He has amassed over 35 years’
experience in high-level roles in the public sector, complemented
by significant experience consulting to the private sector.

David Watson
Non-executive director February 2016, BCom, FCA, GAICD
Committees Audit, risk and compliance (Chair)

David has significant experience advising c-suites, boards of directors
and due diligence committees on compliance, risk management,
governance, complex accounting issues and financial reporting.
In 2013, after 33 years of service, he retired from Deloitte Touche
Tohmatsu LLC where he was an audit partner.

Deborah Ralston1
Non-executive director June 2019, PhD, MEc, FAICD, FCPA
Committees Audit, risk and compliance

Deborah has over 25 years’ experience as a non-executive director in
the commercial and public sectors. Recognised as a thought leader
in financial services, she has particular interests in financial services
regulation, superannuation, innovation and digital technologies and
has published widely in these areas.

Fiona Pearse
Non-executive director October 2017, BEc, MBA, FCPA, FAICD
Committees Audit, risk and compliance; People and nominations

Fiona has extensive commercial, financial and tax expertise gained
from a broad career spanning almost two decades at leading ASX-listed,
global companies BHP and BlueScope Steel. She is a non-executive
director of ASX-listed Smart Parking (a leading developer of Smart
Cities technology), Scotch College and World Vision Australia and is an
independent member of the Victorian Parliament Audit Committee.

1

Deborah Ralston left the board in August 2020.
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Jane Bell
Non-executive director September 2014, BEc, LLB, LLM (London), FAICD
Committees Audit, risk and compliance; People and nominations

Jane is a banking and finance lawyer with 30 years’ experience in senior
roles in leading law firms, banks, financial services and corporate treasury
operations across Australia, the UK, Canada and the USA. She is a nonexecutive director of Monash Health and Jessie McPherson Private
Hospital, and deputy chair of Monash Health.

Kerrie Williams
Non-executive director June 2019, BSc, MBA, FFin, GAICD
Committees Investment; People and nominations

Kerrie is an experienced executive with over 30 years in the financial
services and retail sectors, focused on business strategy and operational
leadership. She has been a professional adviser to institutional investors
on investments, risk and governance, and has extensive knowledge of
the superannuation and fund management sectors.

Lindsay Mann
Non-executive director September 2014, BA, FIAA, GAICD
Committees Investment (Chair)

Lindsay is a Fellow of the Actuaries Institute and has over
45 years’ financial services experience. He has held a number
of senior executive positions in funds management, wealth
management and life insurance across Asia, Australia
and New Zealand.

Mathew Browning
Executive director and chief executive officer February 2018
BSc, MRICS, FFin, GAICD

Mathew is the former general manager of The Myer Family
Company (MFCo). He has over 30 years’ executive experience in
financial, property and professional services across Australia, Asia
and the UK. At MFCo, his prior roles included head of investment
and chief operating officer.
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Terry McCredden
Non-executive director December 2013, BCom (Hons)
Committees Investment; People and nominations

Terry brings 30 years’ experience in the Australian superannuation
industry, alongside a deep understanding of the issues facing the
sector. He is a former CEO of UniSuper and Telstra Super and is
Chairman of Infradebt, an infrastructure debt manager and is an
independent director on the MLC Super board.

Zarmeen Pavri
Non-executive director February 2019, BCom, ACA
Committees Audit, risk and compliance; Investment

Zarmeen brings over 25 years’ experience in the funds
management, impact investing and international development
sectors. She is a Partner at SDGx — a technology venture capital
and advisory group, focused on solutions that address the
UN Sustainable Development Goals (SDGs).

The structure, composition
and diversity of the board is
essential to its effectiveness.
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Management team

Anna Hong1
Portfolio manager, BSc, MFin, CADS

“Progress has been forged by people who’ve come before us
and made choices to have a positive impact. To make the future
sustainable, we need to take more action now. This common
purpose at U Ethical is what makes coming to work enjoyable.”

Dinesh Fernando
Investment operations manager, MCom, CPA

“Not only is it empowering investors to engage in the market according
to their values, ethical investors are changing how investment managers
think and how entire governments act for the better.”

David Brennan
Director – distribution, BBusLaw, SnrExec MBA (Melb), DipIntlMgt, ExecEd
(Harv), F Fin, GAICD

“I am proud to work for a social enterprise which was a pioneer of
ethical investing in Australia and has grown steadily to become one
of the largest ethical investment managers in Australia.”

Georgina Laird2
Ethics and impact manager, BSc

“Our investments are only as good as the world we invest in. This is
why it is imperative that we make the right decisions today, to ensure
a better tomorrow for future generations. It’s this common purpose
that makes working at U Ethical enjoyable.“

James Cook
Chief investment officer, BEc

“I am proud and excited to work within U Ethical which acts as an
active voice in the sector for ethical investment practices while
supporting community, social justice and environmental projects.”

1

Anna Hong left U Ethical in June 2020.

2

Georgina Laird left U Ethical in June 2020.
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James Davidson
Director – operations, Bch Teaching, Dip Financial Services

“Conscious of the size and potential influence the investment industry
can have across the spectrum of ethical, social and environmental
elements of wellbeing, I see it as mandatory that we do our best to
ensure our organisational and personal impacts are strong.”

Jon Fernie
Head of equities, BCom, CFA, MBA

“Ethical investing helps make the world a better place for future
generations, which is important to me. We avoid companies that are
harmful to society and the environment, as well as targeting those
that have a positive impact.”

Juin Ng1
Risk and compliance manager, LLB

“Ethical investment means building wealth in a sustainable manner.
U Ethical’s philosophy enables our clients to do just that: influence
positive change through investment.”

Leeanne Lukaitis
Director – finance / company secretary, ASA, BBus

“I am proud to be part of a business that has a positive impact
for investors and our community.”

Sumita Theagesan
Relationship manager, BCom, BA, DipFinMkts

“U Ethical has a long history of pioneering investment
stewardship in Australia, as manager of Australia’s first ethical
funds. I am privileged to help grow our impact as it aligns
strongly with my values.”

Tim Ratcliff
Marketing manager, BA, BCom

“The biggest surprise for me when joining U Ethical was the fact
that there doesn’t have to be a trade-off between investing ethically
and generating financial returns. But the more you think about it,
the more it makes sense.”

1

Juin Ng left U Ethical in September 2020.
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Our people

Our employee value proposition
An engaged and happy team is critical for
the success of our business. In 2020 we
sought to build on the employee value
proposition (EVP) that we had developed
in 2019. Our EVP highlights to existing team
members and potential hires what makes
us distinctive and provides alignment to our
core values: authenticity, progress, impact.
The EVP is centred on four areas:
— Job experience: We are a highly
professional social enterprise working
to support those who need it most.
— Benefits: We help our people to flourish
through innovative benefits.
— Recognition: We seek feedback from
our clients and each other to fulfil
our purpose.
— Remuneration: We reward our people
appropriately for the market in which
we operate.
To make the EVP a reality, in 2020 new
policies were implemented, governing:
— Flexible work
— Recruitment and selection
— Remuneration
— Leave
— Wellbeing
— Volunteering, and
— Professional development.
Formally articulating our policies in each of
these areas will help improve our employee
experience and help U Ethical become an
employer of choice.
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Education, training
and development
Through our professional development
policy, we actively encourage all team
members to improve their professional
knowledge and expertise. As a responsible
entity and Australian Financial Service
Licence (AFSL) holder, U Ethical requires
relevant team members to demonstrate the
competencies required to provide general
financial product advice and to ensure our
products are operated in a compliant manner.
This year, we increased to 16 the number
of our team members qualified under
Regulatory Guide 146, ensuring ongoing
professional management of products
and clients.
Our team also completed training in areas
ranging from machine learning to corporate
debt, new investing strategies, modern
slavery compliance and presentation
skills. We support our team in maintaining
professional memberships with industry
bodies and in pursuing relevant professional
development opportunities.

Figure 14: Vibe score

An engaged and happy
team is critical for the
success of our business.

–100

–100

25
Employee engagement survey
The engagement level of our team is an
important part of evaluating the success
of our EVP. It gives us the opportunity to
understand how we are progressing as an
organisation and what we can do better.
This year we moved to an ‘always on’
method of measuring team engagement,
utilising the online platform Heelix.
A dynamic and simple to use feedback
system, Heelix aims to drive performance
by understanding team member
motivations and frustrations through a
simple, 30-second weekly check-in.

A ‘vibe’ score, measured weekly, replaces
the traditional engagement score measured
at a single point in the year. The move to
this new measure did cause some reduction
in involvement, reflected in a participation
rate of 75% over the January to June period.
Over the six months to 30 June, U Ethical
recorded an average vibe score of 25.
While there was some movement, this
remained relatively steady despite the
significant disruption brought about by
the COVID-19 pandemic, with increased
workloads, implementation of remote
working and great uncertainty.
A deeper analysis of vibe factors is
regularly conducted by the management
team to identify areas where improvement is
needed. Unsurprisingly, keeping employees
connected and providing clarity and
certainty are key areas which we’ll work
to address over the coming year.

Table 2: Training

Female

2015

Male

Female

2016

Male

Female

2017

Male

Female

20191

Male

Female

Male

2020

External training2

62

33

517

305

355

167

244

154

174

197

Internal training

94

91

27

23

23

21

270

119

152

81

156

124

544

328

378

188

514

273

326

278

Total training hours

1

Includes calendar year 2018.

2

Excludes formal study programs.
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8

nationalities
represented

Diversity

Workplace

We believe diversity and inclusion
are at the core of creating a better
business and better decision-making.
We champion diversity on a number of
dimensions including gender, age and
ethnicity. Our diversity and inclusion
policy sets out targets for gender
representation. In FY2019, gender
representation targets across the
management team and the broader
business was achieved, and maintained
in FY2020. We also actively seek a
diverse range of backgrounds, with
eight nationalities represented amongst
our team.

The board supports working towards
gender equality at both management
and non-management levels, noting that
this may create practical difficulties given
the scale of the organisation. Achieving
and maintaining this representation is the
responsibility of the CEO, with oversight by
the people and nominations committee.

Figure 15: Gender representation targets

Gender diversity
Board &
workplace

Board of directors
If retirements and resignations cause
membership to fall below 30% for male
or female membership, the board will
rectify the situation within 12 months.
The board has a delegated responsibility
to the people and nominations
committee to lead this response.

40% Male membership
40% Female membership
20% Either gender

Table 3: Gender balance

Total staff

%

%

Female

%

Male

%

Male

Female

Male

Female

%

2016

%

5 42

6 50

6 50

6 75

2 25

5 71

2 29

3 75

1 25

Non-management

5 45

6 55

5 45

6 55

6 46

7 54

7 50

7 50

7 54

6 46

23

23

21

21

17

Management

7 58

5 42

6 50

6 50

6 75

2 25

5 71

2 29

3 75

1 25

Non-management

5 45

6 55

4 44

5 56

5 45

6 55

4 44

5 56

6 60

4 40

23

Management

–

–

–

Non-management

–

–

1 100

Total

42

%

2017

7 58

Total

Total staff:
Part time

%

2018

Management

Total

Total staff:
Full time

%

2019

Male

%

Female

Male

2020

Financial years ended 31 December

Female

Financial years ended 30 June

–

1
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21
–

–

1 50

–

–

1 50
2

19
–

–

1 50

–

–

1 50
2

16
–

–

3 60

–

–

2 40
5

14
–

–

–

–

1 33

2

67
3

Table 4: Salary information by gender
Financial years ended 30 June

Financial years ended 31 December

Salary range

Male

Female

Male

Female

Male

Female

2016

Female

2017

Male

2018

Female

2019

Male

2020

$0–$50,0001

4

6

4

4

4

4

5

4

7

2

$50,001–$100,000

1

3

3

3

2

4

4

5

3

6

$100,001–$150,000

6

4

3

7

4

3

3

4

3

1

$150,001–$200,000

1

3

2

2

3

2

3

0

2

–

$200,001–$250,000

2

–

1

–

1

–

–

–

–

–

$250,001–$300,000

1

–

1

–

1

–

–

–

–

–

$300,001–$350,000+

1

–

1

–

1

–

1

–

1

–

16

16

15

16

16

13

16

13

16

9

Total

2

Employee turnover
Our team is integral to delivering on our
five-year strategy and we continue to
seek out high-performing individuals with
the experience to deliver on our goals.
FY2020 was another year of change, with
the departure of seven employees and the
welcoming of six team members.

6

new staff
members
in FY2020

Dinesh Fernando
Investment operations manager
Kellie Bailey
Relationship management intern
Gagandeep Singh Khurana
Business solutions and reporting analyst
Lexie Hume
Marketing co-ordinator
Gilbert Lee
Senior operations analyst
Qin (Quinn) Liu
Compliance and risk analyst

1

This band includes non-executive directors, whose average remuneration in FY2020 was $17,556.

2

Includes members of the board of directors.
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Our clients

Figure 16: Wholesale clients

Client
sectors

42% Not-for-profits
20% Health
15% Religious organisations
10% Social services
9% Education
3% Community groups
1% Superannuation

Table 5: Client make up

June 2020

June 2019

614

564

Retail

3,774

4,046

Total

4,388

4,610

Wholesale

Client survey

2020
survey

As core stakeholders, it is
important that we consult
regularly with our clients,
as their opinions are key to
shaping our business strategy
and products. We engage with
clients through our online and
print communications, social
media, events and ad hoc
correspondence.
Another key engagement tool is
our annual survey. To the right
are some of the key findings
from the 2020 survey.
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This year we utilised the Net
Promoter Score (NPS) as our
key client satisfaction measure.
NPS is a client satisfaction
benchmark that measures
how likely your clients are to
recommend your business to
a friend. Different from other
benchmarks, it measures a
client’s overall sentiment
about a brand, versus their
perception of a singular
interaction or purchase.

Wholesale

Retail

Figure 17: How likely is it that you would
recommend U Ethical to similar organisations?

Figure 20: How likely is it that you would
recommend U Ethical to similar organisations?

31% Detractors
33% Passive
36% Promoters

–100

5

13% Detractors
27% Passive
58% Promoters

+100

–100

Net Promoter
Score

45

+100
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Figure 18: Please rank in order of highest
priority to lowest priority, the positive
industries you wish to invest in.

Figure 21: Please rank in order of highest
priority to lowest priority, the positive
industries you wish to invest in.
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Figure 19: Please rank in order of highest
priority to lowest priority, the negative
industries you wish to avoid investing in.
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Figure 22: Please rank in order of highest
priority to lowest priority, the negative
industries you wish to avoid investing in.
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Client event:
Chairperson’s Lunch
On the 7th of November 2019, we
welcomed close to 60 attendees to our first
Chairperson’s Lunch.
Guests gathered to hear from our
chairperson, David Cousins, who took
the opportunity to thank clients for their
continued support and outline upcoming
initiatives for the year ahead.
Attendees also heard an inspiring
presentation from client and social
enterprise CEO, Nick Pearce from HoMie
clothing who reminded everyone of the
power of business to improve society.

David Cousins, chairperson,
addresses Chairperson’s Lunch

Client event:
2019 Investor Briefing
A bumper crowd of 160 squeezed into
the Sheraton Hotel for our annual Investor
Briefing on Thursday 3 October 2019, to get
an update on developments in the ethical
investment landscape and to hear our
keynote speaker, Tim Costello AO.
Chief investment officer, James Cook, kicked
off proceedings with a reflection on our
investment performance during the financial
year. He drew attention to the International
Equities Portfolio’s return of 17.6% — well
above the benchmark’s 5.4%. He also
discussed that over the same time period,
the Australian Equities Portfolio returned
a market-competitive 12.1%, while the
Enhanced Cash Portfolio paid an attractive
yield of 2.6%.
Ethics and impact manager, Georgina
Laird, highlighted our adoption of the
UN Sustainable Development Goals (SDGs)
as a framework for monitoring and evaluating
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the impact of our investments. She picked
out the example of CISCO’s provision of
health information to 5 million people,
which has helped reduce child mortality
by 27%. Our investment in Mastercard
has also supported reduced inequality in
Nigeria, where half a million women have
been provided with ID cards enabled with
electronic payment functionality.
Keynote speaker Tim Costello AO delivered
a wide-ranging address punctuated with
anecdotes of discussions about ethics
that he has had with world leaders.
The event culminated in a Q&A session
and panel discussion with an energetic
discussion of topics such as minimum
wages, animal welfare and the climate
crisis. After joining us for a quick lunch,
guests walked away with copies of our
FY19 Annual Sustainability Report.

160

attendees

Client case study:
Spiritual Health Association
Spiritual Health Association is a peak
body whose purpose is to advance health
through advocacy for, and promotion of,
compassionate person-centred spiritual
care in health services. The Association
collaborates with health services to
expand the availability and accessibility
of spiritual care within Australia through
advocacy, leadership, research, support
and development.
Their mission is to enable the provision
of quality spiritual care as an integral part
of healthcare.
Partnering with U Ethical on an ethical
investment solution was a natural fit for
the Association, as chief executive officer,
Cheryl Holmes explained. “It is through
ethical investment that the association feels
empowered to enact and embody their
corporate values of respect, compassion
inclusiveness and excellence.”
Since becoming a client, the Association’s
understanding of ethical investment has
evolved. “Opportunities such as the lunch
meeting for stakeholders provided a great
chance to learn more. I have a greater
appreciation for the complexity of the
decisions around ethical investments,”
Cheryl said.
When asked to describe the service
received, Cheryl went on to say that,
“U Ethical has always been responsive
to our requests and needs.”

“In our contact with U Ethical, staff have
always been friendly, warm and supportive,”
she said.
U Ethical looks forward to continuing the
partnership and is thrilled to see examples
of clients growing their knowledge of
the sector.
David Brennan, director – distribution
explains that our relationship management
initiatives go over and above just ethical
investment management.
“Ideally, once we’ve ascertained the best
investment solutions for a company, we
transition into a partnership wherein we
assist the client in the evolution of their
ethical investment positioning.
“Education and access to industry insights
is at the heart of this evolution.
“Seeing Cheryl from the Spiritual Health
Association at the chairperson’s lunch,
and then receiving feedback that she has
increased her knowledge, is seeing this goal
in fruition,” David said.

“I have a greater appreciation for
the complexity of the decisions
around ethical investments.”

“During a significant time of transition in our
organisation, U Ethical provided information
when we needed it and provided the
support required.
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Client case study:
Social Traders
Social Traders mission is to support
the growth of social enterprise in Australia.
This is achieved by building a marketplace
that connects certified social enterprises
to social procurement opportunities
with government and business buyers.
As part of this mission, Social Traders
has a commitment to procure products
and services from social enterprises
where possible.
Why choose U Ethical?
Banking and treasury services was an area
Social Traders identified as a potential social
enterprise procurement category, at which
point U Ethical was engaged.
Social Traders was looking to invest in a
low risk, fixed income investment and
U Ethical’s relationship management team
identified the Enhanced Cash Trust as a
suitable solution.
As U Ethical contributes its operating
surplus into a range of community services
programs, it is well aligned with Social
Traders’ social enterprise procurement
requirements.
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An evolving partnership
In addition to providing Social Traders with
an investment solution for their financial and
ethical needs, U Ethical has become a Social
Traders’ Certified Social Enterprise. As a
business that trades to tackle social problems,
improve communities and the environment,
we’ve joined a network of 380 social
enterprises on Social Traders’ online social
procurement platform. This platform links
Social Traders’ business and government
members to social enterprises in order to
facilitate social procurement deals.
When asked to describe their experience,
Social Traders head of finance and operation
Mark Hart said, “We have been most
impressed with U Ethical’s level of service
and personalised approach.”
“From our first engagement, through
gathering information to support adding
U Ethical as an authorised counterparty,
establishing an account and managing
ongoing transactions — the service has
been first class,” he said.
At U Ethical we look forward to working with
Social Traders while developing our network
with like-minded social enterprises through
the procurement platform.

380

social enterprises
on Social Traders’
online platform

Financial performance

Figure 23: Operating surplus over the last 10 years
4
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— the operating costs of the business
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This financial year, total income was $9.7m.
After deducting expenses of $6.9m, the
operating surplus was $2.8m. Due to the
effects of the coronavirus on business
operations, the community contribution was
reduced to $2.3m. Reserves stood at $3.9m
at year end.
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requirements and future investment
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U Ethical is an investment manager and
a responsible entity. U Ethical receives a
management fee which funds:

Table 6: Financial performance
Financial years ended 30 June

Financial years ended 31 December

2020

2019

20181

2017

2016

$’000

$’000

$’000

$’000

$’000

9,696

9,370

4,463

9,119

7,466

Employee expenses

(3,890)

(3,415)

(1,560)

(2,638)

(2,728)

Operating costs

(2,983)

(2,950)

(1,191)

(1,773)

(1,300)

Total expenses

(6,873)

(6,365)

(2,751)

(4,411)

(4,028)

2,823

3,005

1,713

4,708

3,438

(2,325)

(3,100)

(1,701)

(3,903)

(3,031)

498

(95)

12

805

407

Capital reserve at beginning of period

3,394

3,489

3,477

2,672

2,265

Capital reserve at end of period

3,892

3,394

3,489

3,477

2,672

Total income
Direct expenses attributable to:

Operating surplus
Community contribution
Net surplus/(deficit)
after community contribution

1

In 2018, U Ethical’s financial year end was changed from 31 December to 30 June. Therefore, figures for 2018 cover a six-month transition period.
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Our material topics

How we do business
Topics

Description

Ethical investment

Actively seeking positive outcomes through
targeting SDG alignment. Minimising
negative environmental and social impact
through excluding various practices and
industries, and integrated ESG analysis

Values alignment

Ensuring our portfolios are aligned with
the values of our various stakeholders

Stakeholder
engagement

Actively engaging with and managing
key stakeholders, as well as seeking
opportunities to lead and influence
the sector on key issues

Our management approach
Statement from the chairperson (Pg. 4)
Statement from the chief executive officer (Pg. 5)
Our ethical approach (Pg. 16)

Our products (Pg. 12)
Our ethical approach (Pg. 16)
Our Ethical Advisory Panel (Pg. 19)
Engagement and advocacy (Pg. 26)
The people behind our impact (Pg. 32)
Our clients (Pg. 46)

Transparency

Ensuring a high level of transparency
and disclosure to stakeholders around
business activities and performance

Our products (Pg. 12)

Conducting business in a way that
upholds the values and principles
of the organisation.

Our ethical approach (Pg. 16)

Corporate ethics

Clear policies, processes and procedures
to manage activities within the business

The people behind our impact (Pg. 32)

Topics

Description

Our management approach

Community
contribution

Our annual surplus is invested in a range
of community programs

Our community contribution (Pg. 28)

Engagement
and advocacy

Generating a positive impact through our
ethical investment policy and partnerships

Governance

The people behind our impact (Pg. 32)

uethical.com/compliance-and-legal
uethical.com/about-us/corporate-governance

uethical.com/about-us/corporate-governance

Our impact
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Statement from the chief executive officer (Pg. 5)
Our ethical approach (Pg. 16)
Industry representation (inside back cover)

Workforce
Topics

Description

Our management approach

Employee
engagement

Ensuring workplace culture, working
conditions and opportunities meet
employee needs and expectations

Our ethical approach (Pg. 16)

Remuneration,
benefits and retention

Ensuring competitive remuneration
and benefits to attract and retain talent

Our ethical approach (Pg. 16)

Professional
development

Providing relevant and meaningful training,
and development opportunities for team
members

Our ethical approach (Pg. 16)

Diversity
and inclusion

Providing equal opportunities, combating
discrimination and fostering a culture of
inclusion and diversity

The people behind our impact (Pg. 32)

The people behind our impact (Pg. 32)

Our people (Pg. 40)

Engagement and advocacy (Pg. 26)
Our people (Pg. 40)
uethical.com/uploads/resources/
Diversity-and-inclusion-Policy-2019.pdf

Fit-for-purpose products
Topics

Description

Our management approach

Product development

Product development and enhancement
to ensure values aligned, fit-for-purpose
products are available to clients

Our products (Pg. 12)

Investment
performance

Maintain and enhance overall investment
performance, including financial and ESG
performance

Investment performance (Pg. 10)

Positive impact
portfolio

Targeting companies which contribute
to the achievement of the UN Sustainable
Development Goals (SDGs)

Statement from the chief executive officer (Pg. 5)

Maintaining returns
on investments

Generating returns on investments that
meet client expectations under fluid and
challenging conditions

Investment performance (Pg. 10)

Our ethical approach (Pg. 16)

Investing in positive outcomes (Pg. 23)

Ethical investment policy (Pg. 18)
Our people (Pg. 40)

Climate preparedness
Topics

Description

Climate
preparedness

Actions taken to limit the magnitude
and/or rate of long-term climate change,
primarily through a reduction of both
direct and indirect greenhouse gas
emissions (GHGs), including the carbon
footprint of investments

Our management approach

Our ethical approach (Pg. 16)
Our climate position (Pg.29)
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Global Reporting Initiative (GRI) index
Our reporting is guided by the GRI Standards for sustainability reporting. We seek to apply the GRI principles,
and we reference the GRI indicators in our performance reporting.

GRI Standard
Number

Disclosure
Number

Disclosure Title

Page

General disclosures
GRI 102

102-14

Statement from senior decision-maker

4, 5

GRI 102

102-15

Key impacts, risks, and opportunities

18–19, 22–24, 26, 27, 29, 30

GRI 102

102-1

Name of the organization

U Ethical

GRI 102

102-2

Activities, brands, products, and services

6, 12–15, 28

GRI 102

102-3

Location of headquarters

Back cover

GRI 102

102-4

Location of operations

Back cover

GRI 102

102-5

Ownership and legal form

57

GRI 102

102-6

Markets served

57

GRI 102

102-7

Scale of the organization

12–15, 43, 51

GRI 102

102-8

Information on employees and other workers

35–43

GRI 102

102-12

External initiatives

57

GRI 102

102-13

Membership of associations

57

GRI 102

102-46

Defining report content and topic boundaries

20, 21

GRI 102

102-47

List of material topics

20, 21

GRI 102

102-40

List of stakeholder groups

26–28, 30–31, 41, 46, 47, 49, 50

GRI 102

102-42

Identifying and selecting stakeholders

20, 21

GRI 102

102-43

Approach to stakeholder engagement

41, 46, 47
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GRI Standard
Number

Disclosure
Number

Disclosure Title

Page

GRI 102

102-44

Key topics and concerns raised

20, 21, 41, 46, 47

GRI 102

102-50

Reporting period

6, 7, 51

GRI 102

102-51

Date of most recent report

51

GRI 102

102-52

Reporting cycle

51

GRI 102

102-53

Contact point for questions regarding the report

Back cover

GRI 102

102-54

Claims of reporting in accordance with the GRI Standards

54

GRI 102

102-55

GRI content index

54–56

GRI 102

102-18

Governance structure

34–43

GRI 102

102-20

Executive-level responsibility for economic,
environmental, and social topics

34–37

GRI 102

102-21

Consulting stakeholders on economic, environmental,
and social topics

19, 35–37, 47, 48

GRI 102

102-22

Composition of the highest governance body
and its committees

34–37

GRI 102

102-23

Chair of the highest governance body

4, 35

GRI 102

102-24

Nominating and selecting the highest governance body

34

GRI 102

102-26

Role of highest governance body in setting purpose,
values, and strategy

34–37

GRI 102

102-27

Collective knowledge of highest governance body

34–37

GRI 102

102-28

Evaluating the highest governance body’s performance

34, 47

GRI 102

102-29

Identifying and managing economic, environmental,
and social impacts

18–19, 22–24

GRI 102

102-30

Effectiveness of risk management processes

34–37

GRI 102

102-31

Review of economic, environmental, and social topics

19, 34

GRI 102

102-33

Communicating critical concerns

Visit our website —
Compliance and Legal

GRI 102

102-35

Remuneration policies

43

GRI 102

102-16

Values, principles, standards, and norms of behavior

2, 4, 5, 18–19, 20–24, 34, 40

GRI 102

102-17

Mechanisms for advice and concerns about ethics

Visit our website —
Compliance and Legal
Corporate governance
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GRI Standard
Number

Disclosure
Number

Disclosure Title

Page

Management approach
GRI 103

103-1

Explanation of the material topic and its boundary

52

GRI 103

103-2

The management approach and its components

52

Evaluation of the management approach

We are continually
identifying opportunities
to improve our management
approach

GRI 103

103-3

Specific standard disclosures
GRI 201

201-1

Direct economic value generated and distributed

28, 40, 41, 43, 51

GRI 201

201-2

Financial implications and other risks and opportunities
due to climate change

18–19, 22–24, 27, 29, 31

GRI 302

302-5

Reductions in energy requirements of products and services

18–19, 22–24, 27

GRI 401

401-1

New employee hires and employee turnover

43

GRI 403

403-6

Promotion of worker health

40

GRI 404

404-1

Average hours of training per year per employee

41

GRI 404

404-2

Programs for upgrading employee skills and transition
assistance programs

40, 41

GRI 405

405-1

Diversity of governance bodies and employees

34–43

GRI 405

405-2

Ratio of basic salary and remuneration of women to men

43

GRI 413

413-1

Operations with local community engagement, impact
assessments, and development programs

28

G4 FS

FS6

Percentage of the portfolio for business lines by specific
region, size (e.g. micro/sme/large) and by sector

10–15

G4 FS

FS10

Percentage and number of companies held in the
institution’s portfolio with which the reporting organization
has interacted on environmental or social issues

26–27, 31
We vote all proxy resolutions
at all shareholder meetings,
where appropriate. We also
engage with companies on
material topics.

G4 FS

FS11

Percentage of assets subject to positive and negative
environmental or social screening

10, 18
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Proud to be a B Corp
We are one of the few investment businesses
in Australia to be certified as a B Corporation.
B Corporations are businesses that meet the
highest standards of social and environmental
performance, public transparency, and legal
accountability to balance profit and purpose.
We are proud to be amongst the top 10%
of B Corps globally in the Overall and
Community categories.

Industry representation
We participate as a socially responsible
investor through membership of industry
bodies including:
— Responsible Investment Association
Australasia (RIAA)

Signatory of:

RIAA’s Human Rights Working Group
— United Nations Principles for
Responsible Investment (UNPRI)
— Climate Action 100+.

Organisation profile
Uniting Ethical Investors Limited
(ABN: 46 102 469 821; AFSL: 294147)
trading as U Ethical is a social enterprise
of The Uniting Church in Australia Property
Trust (Victoria) and The Uniting Church in
Australia Property Trust (Tas.).
It is a company limited by guarantee and a
responsible entity regulated by the Australian
Securities and Investments Commission.
U Ethical is also a charity registered with
the Australian Charities and Not-for-profits
Commission.

Products for charitable entities
with tax exempt status
— U Ethical Growth Portfolio
— U Ethical Enhanced Cash Portfolio1.
Products for all other investors
— U Ethical International Equities Trust – Wholesale
— U Ethical Australian Equities Trust – Wholesale
— U Ethical Australian Equities Trust – Retail
— U Ethical Enhanced Cash Trust – Retail2
— U Ethical Funeral Fund.

U Ethical is based in Melbourne, Victoria
and manages the following products for
clients primarily in Australia:

1

On 1 July 2020 the U Ethical Enhanced Cash Portfolio is no longer open to external investors. External investors were transferred into either the

2

On 1 July 2020, the U Ethical Enhanced Cash Trust changed to U Ethical Cash Management Trust – Retail.

U Ethical Enhanced Cash Trust – Wholesale, U Ethical Cash Management Trust – Wholesale or U Ethical Diversified Income Trust – Wholesale.

Creating a
better world
by investing
with purpose
—today and
into the future.

Uniting Ethical Investors Limited
(ABN: 46 102 469 821; AFSL: 247147)
trading as U Ethical
Level 6, 130 Lonsdale Street
Melbourne Victoria 3000
p 1800 996 888 f 03 9116 2150 e info@uethical.com
Feedback
Central to our philosophy is a commitment to open
dialogue with stakeholders, which is why your feedback
is important. Please contact us with any feedback you
might have about this report.

uethical.com

