A CODE TO IMPLEMENT THE

UNITED NATIONS PRINCIPLES FOR RESPONSIBLE INVESTMENT 

(“UNPRI”)

Ownership of shares brings both rights and obligations.  LankellyChase believes its investment portfolio should meet two mutually inclusive criteria: first, that the return is adequate to fund the Foundation’s grant aspirations, both current and future; and second, that the underlying investments are socially and environmentally responsible; company management does not exploit its direct and indirect labour force or disadvantaged members of society; and company remuneration policy does not give rise to disproportionate rewards and the adoption of high-risk policies that operate to the detriment of shareholders.

Following a period of consultation with the UNPRI executive, the Foundation’s appointed investment managers and other interested parties, the Trustees concluded that the adoption of the United Nations Principles for Responsible Investment would represent a positive advance towards their goals as set out above; accordingly, the Foundation formally adopted the Principles.  

However, the Trustees recognise that merely subscribing to the Principles would in itself not be sufficient.  To be credible, implementation in detail and spirit will be essential. They have, therefore, developed a Code setting out the Foundation’s responsibilities and the responsibilities that they believe should fall to the fund managers.  The Code is appended to this introduction.  

1. It is the Trustees’ objective that The LankellyChase Foundation’s investment portfolio will meet two mutually inclusive criteria: first, that the return will be adequate to fund the Foundation’s grant aspirations, both current and future; and second, that those companies in which the Foundation invests act in a manner that recognises that, in addition to their obligations to shareholders, they have complementary social and environmental duties to conduct their business in an appropriately ethical and responsible manner.  
2. The Trustees consider that they have taken an important step towards meeting these objectives by subscribing to the United Nations Principles for Responsible Investment (“UNPRI”) and by employing investment managers who themselves are also signatories to the UNPRI.  For the future, the appointment of managers will be based on both satisfactory investment performance and the ability of appointees to demonstrate through robust written procedures and their actions that they have the resources, experience and undiluted desire to apply the Principles objectively when exercising discretion on behalf of the Foundation.    
3. Environmental, social, and corporate governance (ESG) issues are the essence of the UNPRI.  The following are short examples of the Trustees’ interpretation of major obligations arising under the Principles: on the environment, investee companies are expected to pay due regard to sustainability; on social issues, investee companies are expected to avoid exploitation of direct and indirect labour forces and/or disadvantaged members of society; and on governance issues, investee companies are expected to comply with relevant local codes (e.g. in the UK, the Combined Code) and best practice.  In particular, they should ensure and be able to demonstrate that independent directors have the knowledge, experience and tenacity to prevent the executive putting their personal interests above those of their shareholders, adopting remuneration policies that give rise to disproportionate rewards and in pursuit solely of self-interest, incurring high and unnecessary risk.
4. Provided that investment managers can demonstrate that they take full account of the UNPRI (including but not limited to the interpretations set out in the previous paragraph) in their selection of individual investments, the Trustees will not impose specific restrictions on the managers (other than in the case of the shares of tobacco manufacturers), preferring instead, when investee companies fail to meet acceptable standards, to seek change.  However, in cases when change cannot be effected, investment managers may be instructed to disinvest.  Clearly the implementation of this policy poses difficulties in the case of collective investment schemes and this will be a factor in the selection and retention of investment managers.
5. Other than in routine matters including stock selection, the Trustees are unwilling to delegate their duties and rights as owners to third parties without qualification, especially in the exercise of their voting rights.  Investment managers will, therefore, be expected to be in a position through their knowledge of investee companies’ operations and regular and direct interrogation of management to advise Trustees when investee companies fail to meet acceptable standards of behaviour and/or contentious issues are to be the subject of a vote among shareholders.  The Trustees will decide if and when they wish to approach the companies to seek a change in behaviour and if and how they wish to exercise their vote.  Although it is anticipated that the Foundation will wish to exercise the latter power infrequently, investment managers will be required to facilitate such actions.  It follows that when shares are held via a collective investment scheme, the investment manager will be expected to use best endeavours to arrange for the Foundation to exercise votes in respect the shares attributable to its investment in the scheme.

6. The Trustees will require investment managers to report annually on their compliance with the UNPRI.  For their part, the Trustees will be required to report on their compliance with the UNPRI in each Annual Report of the Foundation.    
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