<& " MERCER

Annual ESG
Assessment Report

Swinburne University

April 2020

welcome to brighter



Overview of Swinburne’s Sustainability Approach

This overview of Swinburne’s approach to sustainability across the University as a whole was
provided by University management and is included here for context only; Mercer was not
involved in these activities and has not reviewed materials related to them.

Swinburne has a wide-reaching approach to managing Environmental, Social and
Governance (ESG) impacts, which focuses on:

- Teaching and Learning

- Research and Operations

- Design, construction and management of campuses.

This has been implemented through many initiatives such as:

- Participating in the Science in Australia Gender Equity (SAGE) Pilot program

- Establishing Swinburne's Reconciliation Action Plan (RAP) and employing an Aboriginal &
Torres Strait Islander Employment Officer

- Committing to the Australia / Pacific Regional Network of the Sustainable Development
Solutions network and the global Green Impact program

- Signing the Global Climate Emergency Letter and committing to 100% renewable energy
procurement by 1 July 2020 and to be carbon neutral by 2025.

Since 2016, Swinburne has also committed to managing ESG impacts in its endowment
through the Responsible Investment Charter, which was revised in late-2019. Swinburne has
appointed Mercer as its investment manager to manage its endowment investments.
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Annual ESG Review
Objectives of the Review

« Swinburne University’s Responsible Investment Charter sets out the University’s overall
philosophy, commitment and methodology for addressing ESG factors.

e« Swinburne has committed to:

1.
2.

5.

The integration of ESG factors into its investment decision making process

Active ownership through proxy voting and engagement (via Mercer) focusing on the
key areas of i) Climate Change ii) Human Rights & Modern Slavery and iii) Sustainable
Development

Supporting innovation and sustainability within its investment portfolios where
consistent with its risk and return objectives

Exclusion of companies that are inconsistent with a sustainable future (specifically
tobacco companies, controversial weapons manufacturers, and carbon intensive fossil
fuels)

Report annually on its progress in implementing the Responsible Investment Charter

e Thisreportsummarises how Swinburne University has implemented its Responsible
Investment Charter and its year on year progress in responsible investment.

« All analysis has been provided by Mercer as the University’s investment manager, based on
data as at 31 December 2019, unless otherwise stated.
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1. Executive Summary
Overview of Swinburne's Position

1) Assessmentof Responsible Investment Charter

v Swinburne is compliant with all commitments within the Rl Charter

2) Highlights of ESG Practices in Swinburne’s portfolio

v" Swinburne performed better than relevant benchmarks and exhibited year on year
progress on all key ESG performance indicators in 2019.

v' The portfolio is compliant with all exclusions.

" MERCER Copyright © 2020 Mercer (Australia) Pty Ltd. All rights reserved.



2. ESG Ratings
Total Portfolio

*  Mercer’s ESG ratings reflect how well underlying investment managers integrate ESG into the investment process. ESG1 represents
full integration of ESG throughout the investment process, and a strong commitment to active ownership across environmental (E),
social (S) and governance (G) factors. ESG4 represents limited ESG integration and little to no commitment to active ownership.
Ratings are assigned to individual investment products by Mercer’s independent global Manager Research team.

* In2019, the weighted average ESG rating of the total portfolio was 1.73, compared to 1.67in 2018.

* The ESGrating for all asset classes improved over 2019, with the exception of Global Absolute Return Bonds, Emerging Market Debt
and Global Credit.

* Mercer notes that generally Fixed Income funds have a poorer average ESG rating but this is to be expected as industry progress on
ESG integration has been slower, although this is improving.

Weighted Average ESG Rating 2. .6 v 0.0 3.49%

Allocation represents SAA weights of the aggregate Swinburne fund.
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3. Carbon Footprint
Listed Equity Portfolio

* Swinburne’s listed equity portfolio is less carbon intensive than the aggregate benchmark. All
underlying funds have a carbon intensity that are either below or in line (for passive funds) with their
respective benchmarks.

v In 2019, the total weighted average carbon intensity (WACI) of Swinburne’s listed equity portfolio
was 30.7% below the aggregate benchmark, a 3.2% improvement from 2018 (27.5% below
benchmark).

v" Allunderlying funds have a carbon intensity that are either below or in line with their respective

benchmarks.
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4. Exclusions Criteria
Compliance

o Swinburne’s Resource Committee agreed the following divestment objectives: thermal coal, tobacco
producers, cluster munition manufacturers or landmine manufacturers.

v" As at31December 2019, the fund held no thermal coal, tobacco producers, cluster munition
manufacturers or landmine manufacturers as per the definition agreed on.

v" Asat 31 December 2019, Swinburne’s investments are in-line with its policy commitments of
holding no prohibited investments.
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5. Active Ownership
Proxy Voting & Engagement

Given Swinburne’s commitment to active ownership, Mercer’s 2019 active ownership practices on behalf
of the University are summarized below:

Proxy Voting

v Where shares are held directly by Mercer on behalf of Swinburne University via mandates, they are
voted in line with Mercer’s Sustainable Investment Policy which focuses on voting in the long term
interest of shareholders, improving governance and encouraging transparency and disclosure,
including around ESG issues.

v In 2019, Mercer voted at 366 meetings in Australia and 3,230 overseas meetings, or approximately
94% of meetings.

Engagement with Managers

v" Swinburne’s underlying investment managers also engage companies on material ESG issues in order
to reduce risk and unlock long-term value. In December 2019, Mercer surveyed managers on their
engagement approach with portfolio companies, with an explicit focus on our three priority topics -
Climate Change, Modern Slavery, and Diversity. The results of this survey are feeding into ongoing
engagements with investment managers.

v Mercer is involved in both direct and collaborative initiatives driving engagement beyond the
portfolio.

" MERCER Copyright © 2020 Mercer (Australia) Pty Ltd. All rights reserved. 8


https://www.multimanager.mercer.com.au/content/dam/mercer/attachments/asia-pacific/australia/investment/multi-manager/2018/mial-sustainable-investment-policy-june-2018.pdf

6. UN Sustainable Development Goals
Portfolio Alignment

« Recentindustry practice has seen funds use the United Nations Sustainable Development Goals (SDGs)
as a proxy forinvestments that are addressing sustainability challenges

« Using MSCI ESG manager, Mercer has mapped Swinburne’s portfolio holdings (where possible) to the
Sustainable Development Goals (using a 50% revenue threshold). Results are only available for the
following asset classes: listed equity, direct property and direct infrastructure.

Sustainable Investment Indictor Total Portfolio

SDG Solutions 22.7%
$ Value $50,236,355.01
Based on data from MSCI ESG Research, and Mercer
o Of the 17 SDGs, this analysis addresses the following goals: 2 (Zero Hunger), 3 (Good Health & Well-

being), 4 (Quality Education), 6 (Clean Water & Sanitation), 7 (Affordable & Clean Energy) and 9
(Industry, Innovation & Infrastructure).

« Swinburne’s portfolio has the highest allocation to environmental impact, positively contributing
towards climate change and natural capital. Within climate change solutions, these investments focus
on alternative energy, energy efficiency and green buildings.
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7. Fixed Income - Green Bonds
Portfolio Alignment

« Using Refinitiv, Mercer has analyzed Swinburne’s green bond exposure within the Fixed Income
portfolios.

« A green bond is a type of fixed-income instrument that is specifically earmarked to raise money for
climate and environmental projects.

« 24 bonds are identified as a “green bond” within the portfolio, which represents 0.04% of
Swinburne’s total portfolio, $80,163 in dollar terms.
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Important notices

MERCER'is a registered trademark of Mercer (Australia) Pty Ltd ABN 32 005315 917.
References to Mercer shall be construed to include Mercer LLC and/or its associated companies.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer.
Its content may not be modified, sold or otherwise provided, in whole or in part, to any other person or entity, without Mercer’s prior written permission.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not
intended to convey any guarantees as to the future performance of the investment products, asset classes or capital markets discussed. Past performance
does not guarantee future results. Mercer’s ratings do not constitute individualised investment advice.

Any advice contained herein is of a general nature only, and does not take into account the personal needs and circumstances of any particular individual.
Prior to acting on any information contained in this document, you need to take into account your own financial circumstances, consider the Product
Disclosure Statement for any product you are considering, and seek professional advice from a licensed, or appropriately authorised financial adviser if
you are unsure of what action to take

Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not
sought to verify it independently. As such, Mercer makes no representations or warranties as to the accuracy of the information presented and takes no
responsibility or liability (including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any
third party.

This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or
constitute a solicitation on behalf of any of the investment managers, their affiliates, products or strategies that Mercer may evaluate or recommend.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.
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Important notices
Data providers

Conflicts of interest: For Mercer Investments conflict of interest disclosures, contact your Mercer representative or see
http://www.mercer.com/clients/conflicts-of-interest-mercer-investments.html.

Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a
chosen timeframe. Mercer does not assert that the peer groups are wholly representative of and applicable to all strategies available to investors.

Risk warnings: The value of your investments can go down as well as up, and you may not get back the amount you have invested. Investments
denominated in a foreign currency will fluctuate with the value of the currency. Certain investments carry additional risks that should be considered
before choosing an investment manager or making an investment decision.

This document is not for distribution to retail investors.

This document has been prepared by Mercer Investments (Australia) Limited (MIAL) ABN 66 008 612 397, Australian Financial Services Licence #244385.
Copyright 2020 Mercer LLC. All rights reserved.

ISS

As referenced, some underlying data has been provided by ISS ESG, the responsible investment arm of Institutional Shareholder Services Inc. (“ISS”). ISS
ESG solutions enable investors to develop and integrate responsible investing policies and practices, engage on responsible investment issues, and
monitor portfolio company practices through screening solutions. For more on ISS ESG, please visit www.issgovernance.com/esg

=

SCI

In addition, some of the underlying data has been provided by MSCI which is ©2020 MSCI ESG Research LLC. Reproduced by permission. Although
information providers, including without limitation, MSCI ESG Research LLC and its affiliates (the “ESG Parties”), obtain information from sources they
consider reliable, none of the ESG Parties warrants or guarantees the originality, accuracy and/or completeness of any data herein. None of the ESG Parties
makes any express or implied warranties of any kind, and the ESG Parties hereby expressly disclaim all warranties of merchantability and fitness for a
particular purpose, with respect to any data herein. None of the ESG Parties shall have any liability for any errors or omissions in connection with any data
herein. Further, without limiting any of the foregoing, in no event shall any of the ESG Parties have any liability for any direct, indirect, special, punitive,
consequential or any other damages (including lost profits) even if notified of the possibility of such damages.
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