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Australasian Investor 
Relations Association
The Australasian Investor 
Relations Association (AIRA) 
was established in 2001 to 
advance the awareness of and 
best practice in investor relations 
in Australia and New Zealand, 
thereby improving the 
relationship between listed 
entities and the investment 
community. The Association’s 
160 corporate members now 
represent more than A$1.2 trillion 
of market capitalisation, over 80% 
of the total market capitalisation 
of companies listed on ASX.

Australasian Investor  
Relations Association 
GPO Box 1365 Sydney NSW 2001 
Tel: +61 2 9872 9100 
Email: administration@aira.org.au 
Website: www.aira.org.au

Note: These Guidelines are issued to 
members of the Australasian Investor 
Relations Association for their general 
guidance on ESG engagement.
No representation is made that members 
of AIRA are bound to act in accordance 
with them.
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FOREWORD

The genesis of this guide is in a strong belief of the 
Australasian Investor Relations Association (AIRA) 
that listed entities need to effectively engage with 
the investment community on a growing number of 
Environmental, Social and Governance (ESG) issues.

Constructive engagement with the investment 
community is not only critically important for companies 
to retain the ongoing support of shareholders’ for the 
provision of growth capital, but also their support for 
resolutions requiring shareholder support at annual 
and other general meetings.

The investment community has also become 
more complex in terms of the number of parties 
involved in ESG issues, including asset owners, asset 
managers, proxy advisers, activist groups and ESG 
research providers.

It is vital therefore, that companies have an 
understanding of “who’s who” in this chain and their 
various requirements, the timeframes involved and 
who should be representing the company to these 
various parties.

AIRA believes that there is a critical role to play for 
the investor relations officer (IRO) in the company 
to coordinate these interactions with the investment 
community on ESG issues. At different times, there 
will be different people from the company involved in 
these interactions, including the Board Chair, Board 
Committee Chair’s, CEO, CFO, Company Secretary, 
Sustainability officer etc. But as ESG issues become 
more material from a continuous disclosure perspective, 
so they should be managed appropriately from a 
disclosure process point of view.

The guide sets out a number of practical 
recommendations and checklists for listed entities  
to consider.

We believe this guide is the first of its kind in the world, 
being specifically designed for listed entities. AIRA is 
committed to keeping it up to date and recommend it 
to any listed entity.

Could I also take this opportunity to thank Phineas 
Glover for his assistance in drafting the Guidelines, 
Andrew Gray at Australian Super for his incredibly 
valuable input and finally to all those listed entities, 
asset owners and asset managers for their feedback 
on earlier drafts.

Ian Matheson
CEO
Australasian Investor Relations Association
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1. INTRODUCTION 

They should be read in conjunction with AIRA’s 
Best Practice Investor Relations: Guidelines for 
Australasian Listed Entities. They are also intended 
to complement the Governance Institute of Australia’s 
report Improving Engagement Between ASX Listed 
Companies and their Institutional Investors: Principles 
and Guidelines.

The Guidelines aim to promote best practice in ESG 
engagement to improve dialogue, better meet the 
expectations of institutional investors and, ultimately, 
improve the management of ESG issues to support 
sustainable, long-term value creation at Australasian 
companies. 

These AIRA Recommended ESG Engagement 
Guidelines (the “Guidelines”) provide listed entities 
and institutional investors with an understanding of 
how best to communicate on Environmental, Social 
and Governance (ESG) issues as part of their overall 
investor relations program.
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Without a dedicated, proactive engagement strategy 
to prioritise the key communication channels, topics 
and stakeholder agents, there is a risk of:

the ESG narrative 
between companies 

and investors 
being unnecessarily 
duplicated across 
different agents;

wastage of investor 
and company 

resources;

confusion and 
misinterpretation of 
key ESG factors; and

an overall dilution 
of key shareholder 

relationships.

engagement 
with the wrong 

people;
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D23.5%
of respondents proactively 
engage with stockbroker 
and investor ESG analysts.

$622b
of investment assets in 
Australia apply some form 
of ESG integration and 
engagement.

2. BACKGROUND 

The explosion of ESG investment strategies has 
created a litany of new roles and responsibilities 
across the investment chain. As set out in Chapter 
4, this has led to complexity and challenges for 
listed companies in understanding the chain of ESG 
command. In simple terms, who is it they should be 
talking to about what and when? These essential nuts 
and bolts are the foundations of a market leading ESG 
engagement strategy.

There is a clear incentive to improve on the status quo. 
Supportive long-term investment and attracting global 
capital is underpinned by effective dialogue between 
investors and companies. Better communication of ESG 
issues will enable more efficient allocation of capital, 
increase focus on sustainable long-term value creation, 
and, through enhanced understanding, increase trust 
among market participants. This is part of a virtuous 
circle that contributes to lowering the cost of, and 
increasing access to, capital in Australasian markets.

This means listed entities need robust policies and 
management systems, as well as IR (investor relations) 
engagement strategies that effectively incorporate 
ESG risk. There is evidence that this ESG focus among 
the shareholder base is not well understood, however, 
and may be contributing to an engagement deficit. In 
September 2016, AIRA conducted a survey of the ESG 
activities of listed entities in the ASX200 and NZ50 
indices and found that:
 �  only 23.5% of respondents proactively engage with 
stockbroker and investor ESG analysts,

 �  a full 82.7% don’t hold specific events or meetings 
for the investment community to explain their ESG 
practices, and

 �  just 51% speak on a reactive basis to those 
practitioners only when approached.

The lack of effective engagement on ESG issues has 
ramifications for ASX companies:
 �  in relation to civil society and activist campaigns;
 �  as potential targets for hostile investor actions; 
 �  access to, and the pricing of, domestic and 
international capital that has an ESG focus, 
particularly where new capital may be required; 

 �  for the appropriate articulation of strategy to 
investors; and

 � long-term share price discovery.

The most recent 2017 benchmarking report by the 
Responsible Investment Association Australasia (RIAA) 
finds that the owners or managers of $622 billion of 
investment assets in Australia apply some form of ESG 
integration and engagement. This represents 47% of 
those assets professionally managed in Australia, a 
considerable increase from the $13.9 billion of ESG 
managed assets reported in the first public RIAA 
survey in 2002. 

Similar ESG growth trends are in evidence 
internationally, with the UN-sponsored Principle 
for Responsible Investment (PRI) reporting 1,500 
signatories from more than 50 countries with about 
US$60 trillion in assets under management. 
Superannuation fund assets in Australia are predicted 
to grow from $2 trillion today to $7.6 trillion by 2033. 
These trends are supported by current economic 
realities, with the recent World Economic Forum’s 2017 
Global Risks Report highlighting six ESG-related risks 
in the top 10 of the most likely current impacts. The 
integration of ESG factors is now mainstream and set 
to grow. It is firmly part of the efficient allocation of 
capital and is fundamental to price formation. It will 
be increasingly critical for listed entities competing for 
international capital.
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3. EXECUTIVE SUMMARY AND CHECKLIST OF ESG RELATIONSHIPS

ESG engagement is a comparatively new responsibility 
for listed entities, and it is developing at a pace that 
can cause complexity and confusion. When it comes 
to the basics, however, there are just three fundamental 
shareholder relationships that form the foundation of 
any sound and effective ESG engagement program. 
Once IROs (Investor Relations Officers) and Boards 
understand these relationships, then the processes 
for engaging with major shareholders should become 
easier to structure and more efficient to manage.

The fundamental relationships are with:
 �  Asset owners that vote some or all of their 
own shares.

 �  Fund managers with the right to vote all of the 
shares they manage.

 �  Fund managers that have mandates to vote 
only some of the shares they manage.

Share registers do not contain sufficient detail to 
provide IROs with all the details required to know 
who to engage with. It is critical, therefore, that two 
questions are asked of each major asset owner or 
fund manager on the register. Without this knowledge, 
meetings can be scheduled with the wrong people, 
wasting the time of your Board and potentially failing 
to secure valuable proxies. The questions to ask are:
 �  Are you the beneficial owner of the shares 
you manage?

 �  Do you have the voting rights?

Based on the responses, the appropriate shareholders 
can be engaged more effectively. It is also important to 
know who at the asset owners and fund managers you 
need to speak to. Each has their own ESG experts who 
engage with Boards, as well as investment managers 
who mostly talk to management about the operations 
of the companies they hold.

Here are some useful tips for managing a successful 
ESG meeting:
 �  The primary relationship is between the asset owner 
and the company, so it is important to give those 
meetings priority. It is the owner that is primarily 
responsible for ESG matters.

 �  Make it clear that the purpose is to discuss ESG 
issues so that you meet the correct analysts. 

 �  Ask if there are any specific issues that your 
shareholders want to raise so that you can prepare 
for them.

 �  Prepare your Chairman and Board members 
attending the meeting with a presentation covering 
topics of importance to the company, such as 
remuneration, board composition and any topical 
social and environmental issues.

 �  Consider the appropriate timing for the meeting. 
Some companies, for instance, schedule regular half-
yearly or annual ESG meetings. Others like to time 
meetings so that feedback can be considered by the 
Board when making remuneration decisions ahead 
of an Annual General Meeting. Be aware that asset 
owners too can have their own preferences about 
the timing of meetings.

 �  Some shareholders prefer joint meetings with 
their ESG analysts and their investment analysts. 
If so, you may need you may need to prepare a 
presentation and responses related to ESG issues 
and operational matters and arrange for your CEO 
or CFO to be present.

 �  Ensure that feedback is provided for every ESG 
meeting, especially if a roadshow is involved. It 
is ideal for a Board member to be accompanied 
by either the IRO or Company Secretary, and for 
feedback to be entered into the company’s CRM 
(Contact Relationship Management) system.

ESG engagement has also become more complex 
because there are now many more parties, beyond 
listed entities, asset owners and fund managers, 
involved in the ecosystem. It helps to understand that 
there is a hierarchy so that the most important groups 
are given priority. Those groups with the most influence 
should receive precedence.

The hierarchy is:
1. Aset owners and fund managers
2. Proxy advisers
3. Others, such as data providers

Depending on the situation, proxy advisers can rank in 
importance alongside major shareholders, especially if 
sensitive voting issues are being considered. Also, with 
data providers, communications can often be dealt with 
directly through the IR team rather than with the Board.
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Institutional
Asset

Owners
seek:

Stewardship 
Relationship 

with the
Company Board

Investment 
Insights from 

Company
Management

In practice there may 
be overlaps here as 

investors recognise that 
stewardship issues and board 

insights may also provide 
investment insights

Proxy advisers provide 
voting recommendations, 

in practice some asset 
owners follow these 

recommendations very 
closely and therefore 

maintaining an open line of 
communication with proxy 
advisers may be beneficial 

for companies

Secondary ESG Stakeholders 
Acting to provide investment 
insights and/or to support the 

stewardship relationship

Proxy Advisers – typically used by asset 
owners to support voting, a key part of 

the stewardship relationship 

ESG Research Providers – typically 
used by Asset Owners to gain 
ESG-based investment insights 

or Stewardship insights

Depending on the size and scope of the asset owner 
this relationship may be developed through an:
i) Internal Governance Team
ii) External Industry Body such as ACSI
A stewardship relationship is formed on the basis 
that the board protects and promotes investors’  
long-term interests

Depending on the size and scope of the asset owner 
this relationship may be developed through an:
i) Internal Fund Manager and/or
ii) External Fund Manager
 As asset owners increasingly believe ESG issues 
can effect the value of investment, internal and 
external fund managers now often seek ESG-based 
investment insights

Source: AustralianSuper

ESG ECOSYSTEM: THE KEY RELATIONSHIPS
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Source: AustralianSuper

PRIMARY – THE UNDERLYING RELATIONSHIPS THAT EXIST BETWEEN A COMPANY AND INVESTORS

IN SUMMARY – A CHECKLIST OF ESG RELATIONSHIPS

RELATIONSHIP PURPOSE RELEVANCE OF ESG ROLE OF IR

Company Management with 
Fund Manager.

For the Fund Manager to get 
investment insights.

ESG issues are increasingly raised 
as they are believed to impact 
investment outcomes.

Co-ordinate the relationship. 
Historical IR ‘bread and butter’ 
relationship although ESG topics 
are new/emerging.

Company Management with Fund 
Manager within an Asset Owner (the 
Asset Owner’s ‘internal team’).

For the Fund Manager (within 
Asset Owner) to get investment 
insights.

ESG issues are raised as they are 
believed to impact investment 
outcomes - particularly given the 
long-term investment horizon of 
the Asset Owner.

Identify whether the Asset Owner 
has an internal Fund Manager.

If so, co-ordinate the relationship.

Company Board with Governance 
Team at an Asset Owner.

For the Asset Owner to fulfil its 
stewardship function – i.e. to 
ensure the Board is adequately 
representing its interests as 
the beneficial owner (whether 
the shares are held directly 
(internally) or via an external 
Fund Manager).

Governance issues are a priority 
– e.g. effective Board functioning 
and remuneration.

E & S issues will be raised  with a 
stewardship focus – i.e. whether 
the company has the appropriate 
governance around them to 
protect/enhance long-term value.

Identify whether the Asset Owner 
has an active governance team.

If so, co-ordinate the relationship. 
As this is an emerging 
relationship the format, structure 
and timing of these meetings is 
still evolving.

Identify organisations that 
may represent Asset Owners 
on governance/stewardship 
relationships – primarily ACSI 
and Regnan.

Co-ordinate these relationships.

 P  

 P  

 P  
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Source: AustralianSuper

SECONDARY – ADDITIONAL INTERACTIONS THAT HAVE EMERGED IN PRACTICE

IN SUMMARY – A CHECKLIST OF ESG RELATIONSHIPS

RELATIONSHIP PURPOSE RELEVANCE OF ESG ROLE OF IR

Company Board with Fund 
Manager.

As Boards have started to get 
more active talking to investors, 
Fund Managers have started to 
recognise Boards as a potential 
source of investment insight.

Board perspective provides a 
cross check on what company 
management have told them.

Governance issues – e.g. 
effective Board functioning and 
remuneration – have become 
mainstream investment issues 
for Fund Managers.

Other ESG issues are raised 
as they are seen to impact 
investment outcomes.

Co-ordinate the relationship. As 
this is an emerging relationship 
the format, structure and timing 
of these meetings is still evolving.

Company Board with Fund 
Manager within an Asset Owner 
(the ‘internal team’).

As Boards have started to get 
more active talking to investors, 
Fund Managers have started to 
recognise Boards as a potential 
source of investment insight.

Board perspective provides a 
cross check on what company 
management have told them.

The internal Fund Manager 
will often attend a meeting 
set up between the Board 
and Governance Team because 
it is expedient to do so.

Governance issues – e.g. 
effective Board functioning and 
remuneration – have become 
mainstream investment issues 
for Fund Managers.

Other ESG issues are raised 
as they are seen to impact 
investment outcomes.

Identify whether the Asset Owner 
has an internal Fund Manager.

If so, co-ordinate the relationship 
having regard to the logistics 
between the Governance Team 
and internal Fund Manager 
(i.e. determine who the Asset 
Owner wants to be the primary 
point of contact for meetings 
with the Board).

As this is an emerging 
relationship the format, structure 
and timing of these meetings is 
still evolving.

 P  

 P  
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Source: AustralianSuper

CONTE
NT T
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SUPPORTING –  RELATIONSHIPS THAT MAY NEED TO BE UNDERTAKEN TO SUPPORT/ENHANCE  
THE RELATIONSHIPS THE COMPANY HAS WITH INVESTORS

IN SUMMARY – A CHECKLIST OF ESG RELATIONSHIPS

RELATIONSHIP PURPOSE RELEVANCE OF ESG ROLE OF IR

With Proxy Advisers. To ensure proxy advice supports 
the Board’s recommendation on 
shareholder votes.

To communicate the company’s 
message on voting issues 
through the proxy advisor to 
the end investor.

Covers key governance issues 
including director elections and 
remuneration.

Increasing number of shareholder 
proposals that may cover other 
ESG issues.

Co-ordinate the relationship 
remembering that this does 
not take precedence over the 
direct relationship between 
the company and the investor. 
Investors are becoming 
increasingly active and relying 
less exclusively on proxy advice.

With ESG Researchers. To communicate the company’s 
message on ESG issues through 
the ESG researcher to the 
end investor.

ESG researchers may undertake 
quantitative scoring and other 
analysis which may be used in 
investment analysis by investors.

Typically, a broad based 
assessment of the company’s 
approach across all ESG issues is 
performed. Likely to be adjusted 
for the ESG issues that are the 
most relevant for the company.

Co-ordinate the relationship 
remembering that this does 
not take precedence over the 
direct relationship between 
the company and the investor. 
The level of use of external 
ESG research is mixed amongst 
investors.

Good performance on external 
ESG ratings may be important 
from a reputational perspective 
(e.g. Dow Jones Sustainability 
Index) even though investors 
may not rely heavily on them.

 P  

 P  
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4. PURPOSE AND APPLICATION OF THE GUIDELINES

Shareholder engagement should aim to promote the 
long-term success of companies in such a way that the 
ultimate providers of capital will also prosper. In this 
sense, disclosure and effective engagement is about 
creating a beneficial alignment of interests between 
companies, investors and the economy as a whole.

The Governance Institute of Australia has developed 
a cogent and well-regarded set of principles as an 
essential framework for engagement activities. Those 
principles seek to provide recommended operational 
practices – the day-to-day know how – that companies 
can use to develop suitable engagement strategies. 

To reflect current best practice in ESG engagement, 
these Guidelines include a discussion of the structure of 
the ESG engagement landscape, how this has evolved 
and the key principals and agents operating in the 
ESG chain of command. They make recommendations 
for how companies can adopt a more systematic 
approach to understanding and engaging with their 
key ESG stakeholders. 

What this should mean in practice is:
 �  Meetings between companies and institutional 
investors become more productive, helping make 
the best use of all participants’ time and creating 
optimum conditions for dialogue; 

 �  More meaningful dialogue between companies 
and institutional investors on ESG issues, strategy 
and long-term performance, helping to get the 
right people in the room to discuss these topics;

 �  Improved clarity regarding the evolving eco-system 
of ESG practitioners, their roles and responsibilities 
within the investment process and how this results 
in proxy voting outcomes at AGMs. 

 �  Improved feedback processes – in both directions – 
between companies and institutional investors on the 
quality of meetings and the right agenda topics. This 
includes a continuous improvement in engagement 
practices thanks to the use of the resulting learning.

There is a need for pragmatism when applying these 
Guidelines given the wide range of circumstances 
that exist for listed entities. Ultimately, companies 
retain the prime responsibility for their procedures 
and processes for engaging with the market. While 
representing recommended practices, listed entities 
must consider all legal obligations in their engagement 
and reporting practices.

Shareholder engagement 
should aim to promote 
the long-term success 

of companies 
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5. PRINCIPLES TO PRACTICE: RECOMMENDED ESG ENGAGEMENT PRACTICES FOR AUSTRALASIAN LISTED ENTITIES

Feedback and Review 
10. Seek periodic feedback on the 

engagement program
11. Incorporate feedback reports into a periodic 

review of overall practices and reporting 

Board Mandate and Future Agenda
12. Allocate a full agenda item at the Board 

meeting to review of ESG engagement reports 
13. Hold periodic shareholder events led by 

the Board

RECOMMENDATIONS
Governance, Resources and Coordination
1. Position Investor Relations as the key contact 

point and coordinator for all ESG engagement 
with the investment community 

2. Determine internal governance of ESG 
engagement

3. Identify ESG Engagement Stakeholders, 
key roles and approaches

4. Map priority ESG topics against current ESG 
management systems and practices to identify 
key engagement topics

Systematic Strategy and Integrated Planning
5. Develop an ESG engagement strategy 
6. Consider the right Forum for the communication 

of each component of ESG strategy and agreed 
shareholder consultation

7. Plot a timeline cognisant of existing demands 
on investor time 

8. Incorporate ESG strategy into the overall 
Investor Relations program timeline and 
communications strategy 

9. Schedule and disclose annual ESG engagement 
program as part of Investor Relations outreach 
and communications
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Figure 2. 
Moving from multiple 
pathways to a single 
coordinating function

RECOMMENDATION 1. ASSIGN A SINGLE COORDINATING AND FACILITATING ROLE

Examples of this would include the drafting of a 
sustainability report, specific operational changes or 
governance related matters such as executive pay or 
Board composition. 
A single thread at different events, meetings and 
presentations: The Investor Relations team should 
be positioned to develop but also maintain a consistent 
narrative on all shareholder-related communications 
by being a single thread at all external, public or 
private, meetings and events. As the facilitator, they 
should be tasked with ensuring the right subject-matter 
experts are part of the briefing process or in attendance 
at the meeting or event. 

The Investor Relations team participates in the 
Executive Committee’s discussions regarding the 
development and deployment of strategy, so they 
will also ordinarily be well placed to communicate the 
relevance of ESG matters to the sustainable competitive 
position and the long-term financial performance of 
the company. It is important to ensure that the Investor 
Relations manager is across all ESG matters as the 
prime contact with the investment community.

Consider internal cross-functional cooperation 
with Investor Relations: However, this will require 
cooperation with internal technical specialists (see 
Recommendation 21). On a business as usual basis, 
it may also be sensible to consider the appropriate 
representation of Investor Relations within different 
internal functional working groups and committees, so as 
to further cultivate understanding of specialist areas and 
begin the development of the ESG narrative at the early 
stages of changes in company practices. 

Move from multiple pathways to a single 
coordinating function: Given the diversity of different 
potential engagement topics, ranging from shorter-term 
financial and operational performance considerations 
to sustainability and longer-term strategic issues, there 
are many potential participants from the company 
in shareholder dialogue. As Figure 2 demonstrates, 
this risks duplication of resources and, of greater 
concern, the potential for an inconsistent company 
position regarding material matters. A lack of overall 
coordination can also risk technical experts operating 
in a silo from the company’s core stakeholder narrative. 

The Investor Relations function is best placed 
to coordinate shareholder engagement: It is 
therefore recommended that a company assign a 
single role or function within the organisation that 
acts at the facilitator and coordinator of all ESG and 
traditional engagement activities. Given the existing 
responsibilities of the Investor Relations function, they 
will ordinarily be best placed to adopt this position. 
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RECOMMENDATION 2. DETERMINE INTERNAL GOVERNANCE AND RESOURCES FOR ESG ENGAGEMENT

Figure 3: 
Clarifying internal 
governance of engagement

Therefore, principally this will mean appropriate 
collaboration and input between sustainability, 
company secretarial and investor relations functions in 
the development of the ESG engagement strategy. The 
ESG engagement leadership group should be chaired 
by a member of the Board and have responsibility for 
the development of the ESG engagement strategy 
and annual program. 

Board level leadership, agreement and 
responsibilities: The Board should maintain oversight 
and sign-off on the ESG engagement strategy and 
program, or as part of the overall corporate ESG policy 
and management. The Board should approve the ESG 
engagement strategy, and it may also be appropriate 
to allocate specific Director positions for oversight and 
engagement on specific ESG topics if this is not already 
covered under the responsibilities of a sub-committee. 
It is important for the ESG issues to form part of the 
overall disclosure policy and process.

Consider setting ESG engagement objectives as part 
of overall corporate sustainability program: Ordinarily 
this should take account of the company’s business 
strategy and the current extent of ESG sustainability 
practices. It is recommended that companies set a 
baseline for minimum engagement requirements 

and plot a path towards best practice over a stated 
period of time. It will be advisable to coordinate this 
with the feedback mechanism implemented, so as to 
incorporate an independent feedback aspect into the 
engagement objectives (see Recommendation 101). 

Set-up ESG engagement leadership group to ensure 
governance structure facilitates collaboration 
between ESG-related functions: Companies may 
wish to set-up a cross-department, cross function ESG 
engagement leadership group to manage all aspects 
of the engagement strategy and execution. Investor 
Relations, Company Secretarial/Governance and 
Sustainability functions within companies tend to use 
different language and have different areas of expertise. 
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1. Please refer to page 22 to view Recommendation 10.
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 � ESG Research & Advisory Firms: Familiarise yourself 
with the research methodology, how proxy voting or 
rating recommendation decisions are made, what 
is the research process and timeline, which analyst 
covers your company and are companies given 
the opportunity to review draft reports before final 
publication to review for inaccuracies.

 � Sell-Side Research: Familiarise yourself with the 
research output, is there an ESG specialist analyst 
or team, do they produce ratings or AGM-related 
research, is ESG analysis integrated into the company 
or sector level research and securities valuation?

The key roles and responsibilities: Identify who within 
each shareholder has responsibility for ESG issues and 
develop an understanding of their approach to ESG 
factors. Review their public policy positions on different 
aspects of ESG and how these inform voting decisions. 
Review their participation in different investor initiatives 
and the matters under consideration.

Identify ESG engagement stakeholders: As set out 
in Section 4, there are numerous approaches to ESG 
research and investment, both from the perspective 
of team structures on the institutional investment side 
and the ratings methodology of the ESG research firms. 
It is therefore advisable for companies to become 
acquainted with the key ESG organisations and 
personnel set-out in Table 31. From this list, identify the 
key stakeholders for your organisation, research their 
approach to ESG and seek to understand the processes 
they undertake for reviewing your organisation and the 
best way to engage with them.

Understand how the ESG stakeholders inter-relate: 
There are also inter-connecting relationships between 
the ESG research firms and those to whom their 
research is sold or provided to for the construction 
of indices or ratings products (See Table 22). 

 � For Institutional Investors: Identify from the share 
register the top shareholders and consider the team 
structure, how ESG is integrated into the investment 
research process, the key roles and responsibilities 
across the organisation, the proxy voting decision-
making process and, importantly, which ESG research 
firms, proxy researchers and advisers inform their 
process. For example, how the proxy research is used 
by the investor, whether as to inform or wholly direct 
their own voting decisions, and whether they also 
execute the voting itself on their behalf.

Seek to understand the processes 
they undertake for reviewing 

your organisation and the best 
way to engage with them

1. Please refer to Table 3 which is located on Page 33 under Background Information
2. Please refer to Table 2 which is located on Page 31 under Background Information
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Figure 4. 
Identifying engagement 
priorities

Categorise ESG topics: Incorporate the findings of 
the ESG stakeholder review into categories of topic 
and issues of priority and, where appropriate, questions 
raised. Combine this analysis with the company’s 
understanding of the historic focus of shareholder 
engagement. Note that this may not mean focusing 
only on the largest shareholders, but also those with 
the most defined or sophisticated views on ESG risks 
and opportunities.

Review internal ESG management framework 
and potential for ad hoc topics during the year: 
Review the existing ESG management and reporting 
framework, consider intersection between sustainability 
topics and the business model and formulate priority 
focuses for proactive and reactive engagement on 
material topics.

Stress test and prepare gap analysis: Map these 
priority topics against the company’s current ESG 
practices and the existing engagement program 
topics. Identify areas that may need better explanation 
or shareholder consultation, issues that are not currently 
being managed or matters that have not as yet been 
reviewed against the company’s current business 
practices.  

Categorise and then prioritise ESG topics for 
engagement: Categorise and prioritise ESG topics 
for engagement from the internal ESG framework 
and mapping of shareholder focus, including investor 
feedback and collation of topics raised and discussed 
during prior year’s engagement program. 

RECOMMENDATION 4.  MAP PRIORITY ESG TOPICS AGAINST CURRENT ESG MANAGEMENT SYSTEMS AND PRACTICES TO IDENTIFY KEY ENGAGEMENT TOPICS
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Figure 5. 
Engagement strategy

Examples of shareholder consultation on ESG issues:
 � re-establishing company credibility following a 
period of Board or management instability or 
major corporate crisis to set-out the changes 
being implemented to address past failings; 

 � resolving significant board composition or 
succession issues, including CEO succession; 

 � re-tendering of the auditor; or 
 � proposing significant changes to executive 
compensation.

Develop internal ESG engagement strategy 
paper and accompanying briefing: This will act as 
an overarching framework to guide all aspects of a 
company’s ESG engagement activities. While it will 
be unique to each company, it will ordinarily include:
 � the mechanism for providing clear governance of 
decision-making, in particular regarding the allocation 
of resources; 

 � information concerning the relevant compliance 
requirements for all public interactions and protocols 
to be followed by staff representing the company 
publicly;

 � the agreed board-level mandate and objectives 
of the engagement strategy; 

 � a full briefing paper on each ESG issue (evidenced 
with information about the mapping exercise); 

 � the agreed proactive narrative for the priority ESG 
topics; 

 � the actions to date by the company, future planning 
and commitments already decided and any other 
background briefing in those areas; 

 � the specific ESG topics that will ordinarily require 
shareholder consultation during the year (e.g. Board 
composition or remuneration proposals). 

Reactive engagement: This document should also 
provide appropriate briefing for potential reactive 
engagement or crisis management issues. Subject to 
the agreed governance arrangements, so as to provide 
a clear mandate for the ESG leadership group, this 
strategy and briefing paper will ordinarily be approved 
by the Board or sub-committee.

Examples of Engagement Objectives:
 � developing strong and long-term relationships with 
investors; 

 � gaining information and insights from investors 
to assist the company in making business and 
governance decisions; 

 � gaining feedback from investors and early warning 
of potential ESG issues; 

 � building confidence in the Board’s oversight of 
company management; 

 � gaining support for executive remuneration, director 
elections, and other company positions at AGMs; and 

 � providing information to assist investors in making 
decisions on ESG matters with respect to the 
company. 

RECOMMENDATION 5. DEVELOP AN ESG ENGAGEMENT STRATEGY
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Figure 6. 
Choosing the right forum

Be prepared: Company participants should have 
reviewed the ESG engagement strategy briefing, 
including the review of investors’ or ESG research 
and advisory firms’ policies and focus. It is important 
to refresh this information by reviewing the investor’s 
voting decisions on company matters and any recent 
engagement with the investors. Understand the role of 
the investor participants in voting proxies and consider 
any other available information that may be relevant to 
the engagement. 

Consider the right forum for identified ESG topics: 
When considering a specific engagement, companies 
and investors should choose the form that is most 
appropriate for the particular topic or issue. Often this 
will involve several forms of engagement. For example, 
while it may be initiated by a letter from an investor 
it could ultimately be resolved by conference calls or 
in-person meetings. Equally, while some matters may 
require one-to-one bilateral meetings with shareholders, 
owing to their sensitivity, others may be best facilitated 
as a collective meeting or through a dedicated company 
event that enables participation of a wider range of ESG 
personnel from Table 23. 

Also make use of broad, indirect engagement 
channels to ensure investors are equipped with 
the right information: Websites, press releases and 
regulatory filings that communicate broadly with all 
stakeholders are particularly effective at communicating 
policies and reporting initiatives and progress. This 
includes updated company governance principles, 
board committee charters and policies, sustainability 
initiatives or other reports.

Written communications from a public company 
Board to investors: A letter from a public company 
board or its chair to investors can provide valuable 
information about the Board’s perspective on the 
company and its strategy, how the board or the chair 
perceive its role in governance and provide an insight 
into how the Board and the chair function. A formal 
written communication is also ordinarily the first stage 
of communicating a proposed ESG consultation, 
setting out the proposed changes, and the process 
and timeline for receiving feedback.

Get the housekeeping right: Based on the agreed 
ESG engagement governance structure, determine 
the key company attendees for each topic, the 
internal resources required and, from the ESG 
engagement strategy, which investor representatives 
should be invited for specific bilateral or collective 
meetings and events. Companies and investors 
should also agree in advance on issues related to the 
confidentiality of information discussed at the meeting. 

RECOMMENDATION 6.  CONSIDER THE RIGHT FORUM FOR THE COMMUNICATION OF EACH COMPONENT OF ESG STRATEGY AND AGREED SHAREHOLDER CONSULTATION
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3. Please refer to Table 2 which is located on Page 31 under Background Information
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Figure 7. 
Indicative timeline 
integrating ESG and 
traditional engagement 
channels

Determine optimum ESG engagement windows: 
Work to distinguish between when is best to listen 
and encourage new inputs from consultation and when 
is best to communicate the output of engagement 
processes. Given the realities of navigating the results 
and AGM season, broadly speaking, this will mean 
planning to hear shareholder input from approximately 
the half-yearly reporting onwards, bringing all of this 
information together so final company decisions can be 
made in the weeks leading up to the full-year reporting. 
The outputs can then be communicated in terms of 
financial results, operational and strategic issues and 
all ESG-related aspects of the AGM between the full-
year results and the AGM.

Plot timeline: It is important that the ESG topics 
identified for proactive engagement are addressed 
at the right time during the year to facilitate best use 
of resources and time for the company and investors. 
This timeline should also take account of engagement 
with other ESG agents, such as the sell-side, overlay 
providers or proxy voting analysts. 

Integrate the ESG timeline with the traditional 
engagement channel: To ensure best use of time 
and facilitate integration between investment 
analysts and ESG specialists and the involvement 
of key investor representatives, it is recommended 
that the incorporation of ESG-related engagement 
or set-piece events are held at a time that does 
not clash with traditionally busy period of time for 
institutional investors. Equally, it is important that 
they are held when there is adequate time for the 
company to genuinely engage and consult with 
shareholders properly.

Navigating results and AGM seasons: Ordinarily, 
both ESG and investment analysts on the buy-side 
will be busy between the beginning of the heightened 
full-year reporting seasons and the conclusion of the 
accompanying AGMs. In Australia, this comes in two 
periods: 

a.   the so-called “mini season” for December 
year-ends. Institutional investor representatives 
will be actively engaged from the beginning 
of results announcements in January to the 
conclusion of the accompanying AGMs, 
typically by late April/early May: and 

b.   the “busy season” for June financial year-ends, 
with results announcements commencing in July 
and AGMs concluding in October/November. 

RECOMMENDATION 7. PLOT ANNUAL TIMELINE COGNISANT OF EXISTING DEMANDS ON INVESTOR TIME
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Figure 8. 
Working to develop a single 
Investor Relations narrative

RECOMMENDATION 8.  INCORPORATE ESG STRATEGY INTO OVERALL INVESTOR RELATIONS PROGRAM TIMELINE AND COMMUNICATIONS STRATEGY

Event invitations and announcement: Moreover, it is 
recommended to send all investor communications to 
contacts within both the ESG and traditional channels. 
This will aid the convergence of expertise, resources 
and language at the investor and company level.

Integrate all investor communication channels: to aid 
two-way integration between the traditional investment 
and ESG channels, it will ordinarily be best practice to 
invite contact points from both channels to meetings 
and events. 

Merge CRM: From an operational standpoint, this 
will mean adding ESG-related meetings and contact 
information into the main Contact Relationship 
Management system. This will also aid convergence 
of information across the company. 
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Figure 9. 
Developing the annual 
engagement program

RECOMMENDATION 9. SCHEDULE AND DISCLOSE ANNUAL ESG ENGAGEMENT PROGRAM

Publicly disclose ESG engagement program as part 
of Investor Relations: As part of the convergence of 
ESG into a single Investor Relations program, disclose 
all ESG-related engagement planning in the standard 
Investor Relations section of the website. It should be 
clear when different topics will be addressed and who 
from the company will likely be attending. 

Note that this may mean incorporating ESG topics 
into the traditional engagement channel or vice versa. 
Consider which of the different components of a typical 
ESG program would best deliver on the engagement 
objectives for the year: 
 �  Reporting and announcements: Sustainability 
roadshows to launch a sustainability report and/or to 
provide a deep dive into specific operational matters;

 �  On-going meetings and calls with shareholders: 
Some form of annual consultation with major 
shareholders on important aspects of the company’s 
ESG agenda, whether in relation to changes in 
executive remuneration, Board composition, or the 
broader disclosure of ESG risks, amongst others 
matters;

 �  Targeted consultation on sensitive matters: The 
opportunity for major shareholders to meet with the 
Chairman once a year to discuss both the strategic 
and governance agenda; and

 �  AGM-related: being in the position to communicate 
effectively on all aspects of the companies disclosures 
and ESG practices as part of achieving support for 
AGM resolutions.

Schedule ESG engagement program for the year: In 
consideration of the annual reporting and ESG timeline, 
consider how the objectives of the ESG engagement 
strategy can be best met through the annual program. 

Consider the nature and purpose of engagement 
opportunities: Consider which aspects can be 
communicated through broad, indirect engagement 
channels, with the opportunity for ongoing discussion 
where required, and which topics require more targeted 
discussion and consultation with shareholders. It 
is therefore recommended to distinguish between 
broad-based and ongoing ESG engagement and 
specific objective-driven AGM-related matters, which 
may involve consultation on sensitive, confidential 
matters (for more information about different types 
of engagement, see Table 34).

Components of an ESG engagement program: 
Allocate ESG topics to appropriate engagement 
types to formulate the program. 

P21
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4. Please refer to Table 3 which is located on Page 33 under Background Information
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RECOMMENDATION 10. SEEK ANNUAL OR PERIODIC FEEDBACK ON ESG PRACTICES/ISSUES AND THE ENGAGEMENT PROGRAM

Collate all engagement feedback into a report: 
allocate feedback into relevant categories, prioritise and 
prepare final feedback report with recommendation for 
improvements in the engagement program. 

Develop a consistent and comparable feedback 
mechanism: this should include all ESG agents included 
in the stakeholder mapping exercise. If a company has 
set ESG engagement objectives, then the feedback 
mechanism should be designed to inform whether such 
objectives have been met. It may also be appropriate 
to allow non-attributed feedback. 
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• Develop mechanisms 
 for feedback 

• Consistent and comparable and,
 if required, non-attributable  

• Allocate into categories, 
 prioritise and prepare 
 final feedback report 
 with recommendations 
 for improvements   

• Propose recommendations 
 for improvements 

Figure 10. 
Structuring feedback



WWW.AIRA.ORG.AU  |  ESG ENGAGEMENT GUIDELINES: RECOMMENDED PRACTICES FOR AUSTRALASIAN LISTED ENTITIES 2017

© 2017 Australasian Investor Relations Association. All rights reserved. 

23

5.
   

 PR
IN

C
IP

LE
S 

TO
 P

RA
C

TI
C

E:
 R

EC
O

M
M

EN
D

ED
 E

SG
 

EN
G

A
G

EM
EN

T 
PR

A
C

TI
C

ES
 F

O
R 

LI
ST

ED
 E

N
TI

TI
ES

Figure 11. 
Continuous review 
of practices

RECOMMENDATION 11: INCORPORATE FEEDBACK REPORT INTO A PERIODIC REVIEW OF OVERALL PRACTICES AND REPORTING

Report to Board: Prepare an engagement and 
practices review report for the Board with, where 
appropriate, recommendations for improvements 
in practices and reporting.

Review feedback: Review all of the engagement 
feedback against current practices and the engagement 
program with the ESG engagement leadership group or 
the equivalent staff with responsibility. 

Undertake ESG mapping exercise: Identify areas 
of strength and weakness in current practices and 
reporting from the ESG issues raised, areas that may 
require further elaboration in public reporting or 
explanation in engagement with shareholders.

+ +
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Shareholder 

1
Shareholder 

2
Shareholder 

3

GSE

GSE
FEEDBACK ON PRACTICES AND ENGAGEMENT PROGRAM 

CONSIDER RECOMMENDATIONS AND GAP ANALYSIS

PRACTICES & ENGAGEMENT REVIEW REPORT
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Figure 12.
Board evaluation 
of feedback and 
recommendations

RECOMMENDATION 12:  ALLOCATE AN AGENDA ITEM AT FULL BOARD MEETING TO DISCUSS ESG ENGAGEMENT REVIEW REPORT

Provide clear approval mechanism for 
recommendations: The Board should provide a 
clear direction on which recommendations should 
be implemented so that the ESG leadership 
group understands future engagement and any  
project initiatives.

Inform leadership: Ensure that company leadership 
is fully informed of key engagement feedback and 
positioned to drive opportunities for improvement. 
It is important for the Board to deliberate fully on the 
feedback received on all aspects of ESG performance. 

P24

• And a clear mandate for
 future improvements and 
 engagement program   

• Ensure Board is fully informed 
 of feedback and drive forward  
 opportunities for improvement 

• Provide clean 
 approval mechanism 
 for recommendations 
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Figure 13.
Shareholder event with 
Board and senior leadership

RECOMMENDATION 13: HOLD PERIODIC SHAREHOLDER EVENTS LED BY THE BOARD 

Facilitate the integration between the traditional 
investment channel and ESG: Develop an agenda that 
addresses the intersections between ESG issues and the 
business model. The agenda should be geared towards 
fund managers, investment analysts and ESG analysts, 
and should showcase both the business strategy and 
the ESG practices to sustain competitive advantage 
and create long-term value. 

Strengthen the conversation on strategy and long-
term sustainable performance: The ESG engagement 
strategy should make provision, once every 1-3 years, 
for a company’s Board and its shareholders to discuss 
strategy and performance and the ESG arrangements 
in place to sustain that performance over the long-term.

P25

Attendees: Board, 
Executive, PMs, 

Analysts and 
ESG Analysts   

Timed to 
conclude pre-AGM 

engagement program 

Agenda informed 
by feedback 
mechanisms 

Strengthen conversation on 
strategy and sustainable 
competitive advantage   

Final opportunity for
collective engagement 

before AGM  
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6. ISSUE-SPECIFIC CASE STUDY EXAMPLES OF ESG ENGAGEMENT

EXECUTIVE REMUNERATION CONSULTATION
Category of engagement: Specific consultation 

Purpose of engagement: To communicate clearly on 
proposed material changes to executive remuneration 
and how these seek to attract, retain and motivate 
Directors to promote the long-term success of the 
company. To take detailed feedback from major 
shareholders and their representative bodies on these 
proposed changes and, through a period of dialogue, 
achieve a mandate on pre-disclosure remuneration 
arrangements from shareholders. 

Key internal participants: Remuneration Committee 
Chairman and members of the Board, Company 
Secretary, Investor Relations.

Key ESG stakeholder participants: Fund Manager, 
Investment Analyst, ESG Manager, ESG Analyst at Proxy 
Voting Research Firm and Representative Bodies, such 
as ACSI. 

Institutional
Investors 

P26, 26, 28, 29 & 30
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P26, 26, 28, 29 & 30
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AGM-RELATED ENGAGEMENT 
Category of engagement: On-going 
Purpose of engagement: To communicate effectively 
on all resolutions subject to a vote at the AGM so that 
shareholders understand fully the rationale behind 
each of the proposals and so that voting in support 
of resolutions would be consistent with their clients’  
long-term interests.
Key internal participants: Chairman, Senior 
Independent Director, Company Secretary, Investor 
Relations, Head of Sustainability.
Key ESG stakeholder participants: ESG Manager, 
ESG Analyst of Proxy Research and Advisery Firms 
and Representative Bodies. 

BRIBERY AND CORRUPTION INVESTIGATION
Category of engagement: Reactive 
Purpose of engagement: Communicate to 
shareholders how the company is responding to 
the investigation, whether an internal review will be 
undertaken on the existing practices in parallel with the 
regulator’s investigation and, importantly, the changes 
that will be implemented to ensure the company is 
able to reduce the risk of any further acts of bribery 
and corruption from company.
Key internal participants: Chairman, CEO (if not 
subject to investigation), Head of Legal and Investor 
Relations.
Key ESG stakeholder participants: Investment Analyst, 
ESG Manager, ESG Analyst of Proxy Research and 
Advisery Firms and Representative Bodies. 

BOARD SUCCESSION PLANNING 
Category of engagement: Proactive 
Purpose of engagement: To communicate the 
Board’s succession planning and hear the views of 
major shareholders on the composition of skills and 
experience on the Board and how these relate to 
the long-term strategy of the company. 
Key internal participants: Chairman, Chairman of 
Nomination Committee (if not Chairman of the Board), 
Senior Independent Director and Company Secretary.
Key ESG stakeholder participants: Fund Manager, 
Investment Analyst and ESG Manager. 

OPERATIONAL DISRUPTION RESULTING 
FROM CLIMATE CHANGE
Category of engagement: Reactive 
Purpose of engagement: Communicate to 
shareholders how the company is responding to the 
operational disruption, whether an internal review will 
be undertaken on the climate change risks relating 
to the company’s operations and supply chain and, 
importantly, the changes being implemented to ensure 
the company is well prepared for any future disruptions 
of a similar nature to ensure business continuity.
Key internal participants: Chief Executive, Chairman, 
Investor Relations, Head of Sustainability and, 
potentially, the relevant operational executive.
Key ESG stakeholder participants: Fund Manager, 
Investment Analyst, ESG Manager, ESG Analyst of ESG 
Research and Advisery Firms and representative bodies. 
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BACKGROUND INFORMATION

Table 11 demonstrates that, as a framework of 
analysis, ESG can impact at almost all levels of the 
typical investment process. This covers asset owners, 
fund selection, stock selection, the monitoring and 
stewardship of investee companies, the way in which 
companies govern themselves and also the way they 
allocate capital into the economy.

Unpacking ESG and its Eco-System
Such has been the growth in focus on ESG that a 
relative explosion in language and terminology is 
taking place. There is also an evolution in the roles 
and responsibilities within the investment industry 
and research providers coupled with an increase in 
specific ESG-related investment strategies and funds. 
ESG has created an additional layer of complexity 
in understanding the traditional principal-agent 
relationship between shareholders and companies. 
This is not dissimilar to other changes to the 
investment chain of intermediation, with specialists 
such as asset consultants or custodians playing 
different roles in support of clients’ interests. 
However, this presents new challenges for listed 
companies seeking to understand and communicate 
within the new ESG engagement landscape.
In this section, we seek to bring clarity to this new 
language and landscape and articulate how it 
relates to long-term shareholder value. 

ESG Research and Investment Applications
Stewardship, responsible investment, long-term 
investment, sustainability, ESG investment and 
analysis, thematic investment, shareholder rights 
and engagement, proxy voting are words and phrases 
that have all been applied in different contexts to ESG. 
ESG has come to be an all-encompassing generic 
term for the numerous and diverse ways in which 
environmental, social and governance factors are 
incorporated into corporate and investment analysis 
and engagement. This can be applied as part of 
an ESG-related investment strategy or as a research 
input across fund portfolio strategies. It has also 
come to denote active ownership or stewardship 
of investee companies. 
The growth of such approaches has been accompanied 
by an increase in the number of organisations providing 
third party research about listed entities to support the 
integration of these factors by investors. This is typically 
in the form of ESG ratings products or corporate 
governance research to assist in the formulation of 
proxy voting decisions. But it can also be tailored to 
specific ESG-related investment mandates e.g. water 
or climate change thematic strategies. 

In this section, we seek to 
bring clarity to this new 

language and landscape 

1. Please refer to Table 1 which is located on Page 29 under Background Information
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Table 1. 
Applications of ESG 
research in the investment 
chain

Investment Chain Key Agents Third Party Research and Advisers Example Focus 

Asset Owner Asset Allocation Trustees
CIO

Asset Consultants Implications of climate change for 
different asset classes (e.g. Mercers 
report: Investing in a time of climate 
change; Tower Watson Willis: 
Sustainability Framework)

 Fund Selection Pensions or Trust Investment Committee
CIO

Asset Consultants, Sell-Side Research Consideration of differing ESG-related 
products and specialist thematic 
research to meet beneficiaries’ 
investment objectives (e.g. positive/
negative screening, thematic, smart 
beta, ESG index)

Asset Manager Investment Research CIO, Head of Research, All Analysts Independent ESG Research (e.g. 
Sustainalytics and MSCI ratings) 

Purely ESG research to be used as an 
input into buy-side research process 

Stock-selection Integration Fund Managers, Sector Analysts, ESG 
Analysts

ESG specialists on the sell-side (e.g. 
Citibank, Credit Suisse and Macquarie)

Develop stock-level analysis on the 
implications of ESG for company 
performance and valuation 

Stewardship: Engagement CIO, Fund Managers, Sector Analysts, 
ESG Analysts

Engagement overlay providers (e.g. 
Regnan and ACSI)

Develop company engagement 
strategies to promote the long-term 
success of companies, whether 
specifically related to ESG or company 
strategy and performance more broadly

Stewardship: Proxy voting CIO, Fund Managers, Sector Analysts, 
ESG Analysts

Governance and Proxy Voting Research 
(e.g. Ownership Matters, ACSI, ISS, and 
CGI Glass Lewis)

Typically rate the quality of governance 
to make voting recommendations which 
inform asset managers decision-making 

Company Board Corporate Governance Chairman, CEO, NEDs, CoSec, IR Corporate Broker, Governance Advisers 
(e.g. Georgeson) 

Develop robust ESG arrangements to 
help ensure a company is well directed 
and controlled, including strategy and 
decision making, to help a company 
deliver it aims

Executive Remuneration RemCo, CoSec, Head of Remuneration Remuneration Consultants (e.g. Towers 
Watson Willis, PwC, Aon Hewitt)

Responsible for developing pay and 
incentive arrangements that attract, 
retain and motivate executive directors 
to promote the long-term success of 
the company

Strategy and Business Model Chairman, CEO, NEDs, CoSec, IR Sustainability and Governance 
Consultants (e.g. EY, KPMG 
SustainAbility etc) Also, strategy 
consultants (e.g. Bain, McKinsey),

Incorporate consideration of material 
ESG factors into industry analysis, 
competitive advantage and long-term 
strategy

Business Expenditures & Capital 
Allocation

CEO, CFO, Treasury Corporate Broker, Strategy Consultants How a company directs and prioritises 
the allocation of it financial resources 
to best meet its long-term strategic 
aims and sustain competitive advantage 
in the face of changing ESG factors
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This makes it important for companies to understand 
the purpose of different ESG surveys and reports, and 
identify priorities for engagement. Without a clear 
view of what ESG factors are or what ESG investing 
means, it has become difficult for companies to 
develop a coherent response by way of reporting and 
engagement strategies. 
Companies should seek to engage more, to understand 
these respective approaches so they can test the 
validity of their existing approaches and respond to any 
misapprehensions. They should not try to be all things 
to all research firms. Given the diversity in research 
and rating approaches, ultimately it is more important 
to develop a proactive narrative and approach to ESG 
practices. Doing so should start with an understanding 
of why ESG is a driver of long-term shareholder value 
at any company.

No Common Definition of ESG 
Broad references to ESG without relevant context is 
problematic. The evolving use of third party research 
providers and the increase in differing roles and 
responsibilities applying ESG across the landscape, 
can be interpreted in different ways by companies 
and create engagement complexity.
There has been a dramatic increase in the number 
of institutional investors committing to integrate ESG 
factors into their investment decisions, passive and 
active ownership and reporting. But less attention 
has been directed at explaining what this means in 
practice, how and why it is done and the implications for 
managing the engagement process. It is up to investor 
relations managers to identify investment styles and 
engagement processes.
The UN-sponsored Principles for Responsible 
Investment defines an ESG factor as “an issue that 
is qualitative or quantitative in nature, which may be 
material to financial analysis. Such factors manifest at 
a macro, country, sector or company level”. Inevitably, 
this covers a very broad gamut. The way companies 
are governed and the impact on society and the 
environment span a broad field of topics.
A common approach has been to list or disclose 
several ESG-related metrics as a starting point, and 
develop public policies on the approach to distinct  
ESG-related topics. Institutional investors will 
typically disclose their policy positions on their 
websites, explaining how they will approach issues 
with their investee companies. These positions are 

wide ranging, likely to cover topics such as climate 
change or how the investor will direct proxy votes 
in regard to specific corporate governance matters, 
such as the independence of directors or executive 
remuneration. Often, this has resulted in commonly 
used measures that are more typically rooted in socially 
responsible investment. This includes references to “the 
community”, “climate change” or “labour standards”, 
which more typically relate to the stewardship of 
existing holdings through proxy voting or engagement 
rather than aspects of company performance that are 
meant to be reflected within an investment framework.

ESG Research & Ratings vs Investment
This has led to a wide range of interpretations about 
the purpose of ESG analyses. Multiple applications 
are often assigned to the same underlying product or 
rating. This is further compounded by the application 
of different approaches to determining ESG ratings, 
with differing ESG definitions and measurements 
sometimes resulting in variations to the scores 
assigned to the same companies.
It is important to understand that independent 
research providers tend to function more like ESG 
data aggregators that filter large amounts of information 
to rate listed companies on set or pre-defined criteria. 
They identify risks or opportunities deserving of closer 
scrutiny by institutional investors, then apply such data 
within an investment framework. They are typically 
one input into the institutional investors’ own process 
of ESG integration, rather than an attempt to make 
a discrete investment judgement on a company. 

There has been a dramatic increase in 
the number of institutional investors 
committing to integrate ESG factors 

into their investment decisions
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Table 2. 
Snapshot: ESG Research 
Firms and Advisors

ESG Research and Advisors Description Company Interaction Examples with ASX Coverage

ESG Research, Ratings & Data Research, data, ratings and analysis of the ESG-
related business practices of listed companies. 
Not applied within an investment framework. Data 
also sold to form specialist ESG indices, portfolio 
analysis of fund holdings, country-level analysis and 
for compliance and screening purposes 

Questionnaires, requests for information, review 
pre-issuance of reports.

Sustainalytics, MSCI, Regnan, CAER, Bloomberg, 
Factset, Thomson Reuters, CDP, Solaron and 
Vigeo Eiris

Sell-Side ESG Research Publishing investment research on the investment 
implications of ESG at a company, sector or theme-
level. Some will subscribe to ESG research as an 
input into an investment integration framework. 
ESG applied within an investment framework 
to identifying risks and opportunities. Focused 
on industry trends and effect on sustainable 
competitive advantage. Note that some analysts 
also undertake analysis of companies during the 
AGM season to assist in the development of voting 
positions.

Requests for information, IR and Executive 
Committee interaction.

Macquarie Bank, Citi, Credit Suisse and 
Goldman Sachs

ESG Index Providers/Smart Beta Index providers applying ESG ratings and custom 
data applications to develop specialist ESG 
strategies for the construction of index products. 
These organisations tend to partner with ESG 
research and data providers for the pre-set 
screens or tilts applied to construct the index. 

Questionnaires, some engagement regarding 
potential index disqualification. 

FTSE4Good Australia Index, Dow Jones 
Sustainability Australia Index, STOXX Global ESG 
Leaders, MSCI 

Governance and Proxy Research1 Undertake corporate governance research 
and proxy analysis on behalf of client on 
ASX300 companies’ AGMs and GMs. While 
some institutional investors will use the voting 
recommendations as an input into their own 
voting decision-making and engagement 
process, others will generally follow the voting 
recommendations. Focus on quality of corporate 
governance at investee companies, stewardship 
and exercising shareholder rights.

Engagement with Board members, typically RemCo 
Chairs, and the Company Secretary. 

ISS, CGI Glass Lewis, Ownership Matters, ACSI

Engagement Services An engagement service or “overlay” performed 
on behalf of a third-party. It is typically focused 
on  delivering outcomes at investee companies, 
and seeks to drive changes in corporate behaviour, 
policy and practice to create long-term value. 
Note some providers also provide voting services.

Letters, collective meetings and structured 
engagements with ranging requests for meetings 
(Board and ExCo). 

GES, Hermes Engagement Overlay Services, 
RobecoSAM, BMO Global Responsible 
Engagement Overlay, ACSI, Regnan 

1. See Appendix for further guidance on proxy advisers and voting at AGMs.
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However, systematic customs and practices are yet to 
be developed for ESG engagement. This is partly due 
to the expertise that is required. But it also denotes a 
shift towards communicating a longer-term business 
outlook, with multiple new pathways to understand 
and coordinate. While information requests from 
different ESG practitioners tend to be fragmented 
and diverse, there is no doubt that the ESG landscape 
is now firmly rooted within the investment decision-
making community. As such, it should be considered 
part of the overall Investor Relations program.

ESG and Long-term Shareholder Value
Value comes back to the fundamental ability of 
companies to adapt to a changing business environment. 
Factors such as changing demographics, the demands 
of employees, customers, communities and the other 
stakeholders are key drivers of long-term success. 
Institutional investors increasingly are incorporating 
ESG analysis to assist in their research about the 
ability of companies to adapt and thrive in the face 
of these changing pressures from stakeholders. Over 
the long-term, this may determine the sustainability 
of a company’s business and operating models, and 
become key determinants of competitive advantage 
and long run marginal returns. 
The quality of management and governance in 
responding to these changes can also be key 
determinants of long-term value creation. It impacts 
on their ability to attract talent, maintain customer 
loyalty, build resilient supply chains and establish 
strong relationships with a range of stakeholders in 
order to retain a sustainable competitive advantage. 
Unless companies continue to meet the changing 
demands of their stakeholders, they cannot hope 
to sustain a successful business. In the long-term, 
shareholder value is the ultimate result of delivering 
lasting benefits to the stakeholders on which companies 
rely to sustain their business model, grow market share 
and retain their license to operate. 

In this way, ESG has become a generic catch-all 
for the multitudinous ways of assessing the ability 
of a company to manage and adapt to its changing 
business environment through the lens of its 
stakeholders. With it, new approaches to monitoring 
company performance and engagement have 
resulted in a new landscape which focuses on a wider 
range of factors than the short term financial results 
of a company.

The Evolving Engagement Landscape
The new and increasing focus on a wider and longer-
term range of factors affecting the activities and 
performance of companies has precipitated multiple 
engagement channels and, in turn, a more diverse 
set of information requests.
The traditional engagement landscape - ordinarily 
involving the communication of financial results and 
strategic updates to fund managers, investment 
analysts and brokers – has notable customs and 
practices through the development of investor relations 
as a profession. There is a common understanding 
of the expectations of the market via the systematic 
communication of business performance and strategy. 
This has been underpinned by long-standing regulatory 
disclosure requirements. 

Value comes back to the fundamental 
ability of companies to adapt to a 

changing business environment
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Table 3.
Types of engagement

Engagement Defined

Engagement In its broadest sense, any communication between a company and its investors is investor engagement. Defined in this way, public 
companies have long “engaged” with existing and potential investors, in large part through public disclosures and through Investor 
Relations efforts.

ESG Engagement Direct communications between a public company and its institutional investors regarding corporate governance and related areas 
such as executive remuneration, risk management, succession planning, sustainability of the enterprise, and similar matters. 

Traditional Engagement Direct communications between a public company and its institutional investors regarding financial and operational performance, 
long-term strategy, industry trends and the competitive advantage of the business model. 

Categories of Engagement

Market Wide Announcements Regulatory filings and public disclosures. Broad dissemination of information regarding company governance policies, practices, 
and initiatives, company executives and Board, and key areas such as executive compensation and sustainability reporting. 

Ongoing/Proactive Engagement These meetings are part of building a long-term relationship with shareholders. Meetings are typically with Chairmen or CEOs and 
cover a wide range of topics such as corporate governance, strategy, capital management and performance. The company generally 
arranges such meetings with its largest shareholders to give an overall update and to give shareholders the opportunity to raise 
any specific concerns. Such meetings are considered helpful in improving understanding and trust. The meetings also enable large 
holders to explain their approach to corporate governance away from the busy AGM environment and to flag potential issues at an 
early stage. The annual program of meetings to communicate AGM proposals and resolutions would also form part of this category.

Consultation/Specific This form of shareholder engagement is generally initiated by companies to consult shareholders on specific business proposals. 
The process is typically highly iterative and may require a series of meetings to navigate the feedback from shareholders. For 
example, this could include, inter alia, consultation on: 
• major changes to the structure of remuneration 

 �  the merits of different corporate transactions 

 �  consultation on the nomination process for major Board appointments or 

 �  changes to long-term strategy. 

Such dialogue is generally initiated by companies to seek shareholder input before making final decisions. In some cases, 
shareholders may request consultation on a specific issue. 

Reactive These meetings relate to issues that emerge unexpectedly. The issues can vary extensively, but often include concerns over 
remuneration, board changes, capital decision-making, company performance or general emergencies. These meetings are 
concerned with ensuring the company understands investors’ views on any matters that arise. 
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Figure 1. 
A New Engagement 
Landscape and Timeline
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Table 4. 
The roles and 
responsibilities of key 
stakeholder agents 
operating within capital 
markets

Institutional Investors Sell-Side Research ESG Research & Advisors Listed Companies Company Advisers

A. Chief Investment Officer A. Macro, Thematic A. Credit Rating Agencies A. Board A. Corporate Broker 

The executive position responsible for 
a company's investment portfolios and 
overseeing a team of professionals that 
have responsibilities such as managing 
and monitoring investment activity, 
managing funds, and working with 
investment analysts.

Macroeconomics studies how the 
aggregate economy behaves. A variety 
of economy-wide phenomena are 
thoroughly examined such as, inflation, 
price levels, rate of growth, national 
income, gross domestic product and 
changes in unemployment. 

Credit rating agencies assess borrowers’ 
ability to repay debt and decide their 
credit rating. A credit rating may provide 
an investor with one indicator as to the 
relative risk of investing in a bond or 
hybrid security. 

Provides leadership within a framework 
of prudent and effective controls 
which enables risk to be assessed and 
managed. Sets a company’s strategic 
aims, ensures that the necessary 
financial and human resources are 
in place for the company to meet its 
objectives and reviews management 
performance. 

Advise clients on a broad range 
of strategic and tactical issues, 
including capital structure, capital 
allocation, equity and debt market 
positioning and issuance, and investor 
communications strategies.

B. Fund Manager B. Equity Sales B. Engagement Overlay Advisers B. Executive Management B. M&A 

A fund manager is responsible for 
investing a mutual, exchange-traded or 
closed-end fund's assets, implementing 
its investment strategy and managing 
day-to-day portfolio trading. 

Represent institutional accounts in the 
equity marketplace by serving as the 
communication conduit between clients 
and equity traders. Provide clients with 
research, trading ideas and capital 
commitment. 

Overlay is a shareholder engagement 
and proxy voting service performed 
on behalf of a third-party. It is typically 
focused on delivering outcomes at 
investee companies, and seeks to drive 
changes in corporate behaviour, policy 
and practice to create long-term value. 

Executive management run the business 
on a day-to-day basis. They are also 
responsible for developing a strategy, 
managing the operation of the business, 
formulating clear objectives, monitoring 
performance and identifying the key 
risks facing the business.

Specialises in providing advice on 
corporate mergers, acquisitions 
and divestitures as well as debt and 
equity financing. 

C. Investment Analyst C. Sector Analyst C. Independent ESG Research & Data C. Investor Relations C. Activism Defence

Expertise in evaluating investments 
and making buy, sell and hold 
recommendations for securities. 

An investment analyst that specialises 
in a coverage of a sector and provides 
regular research reports to the firm's 
institutional investor clients. 

Research, ratings and analysis of the 
ESG-related business practices of 
listed companies to identify risks and 
opportunities that traditional investment 
research may overlook. 

The communication of information 
and insight between a company and 
the investment community, enabling 
an appreciation of business activities, 
strategy and prospects and the market 
to make an informed judgement about 
the fair value and appropriate ownership 
of a company.

A dedicated advisory firm or team that 
advises companies on how to prepare 
for and defend against a shareholder 
activist campaign. 

D. ESG Analysts D. ESG Analysts D. Corporate Governance & Proxy 
Research

D. Company Secretary D. Proxy Solicitor

The analysis of companies’ ESG 
performance and the management 
of their respective ESG risks and 
opportunities. Conducting engagement 
with companies on ESG issues. Voting 
on shareholder resolutions of a social, 
environmental or ethical nature.

Publishing reports for buy-side clients 
on the investment implications of ESG 
at a company, sector or theme-level. 

Undertake corporate governance 
research and proxy analyses on behalf 
of clients for shareholders' meetings of 
ASX300 companies.

The company secretary reports to the 
Board and oversees how an organisation 
is directed and controlled, including 
strategy and decision making, how it 
achieves its aims, and ensuring that all 
activities undertaken comply with legal, 
ethical and regulatory requirements.

Actively manage the proxy voting 
process on behalf of the company, 
track voting outcomes, communicate 
with shareholders and act as an adviser 
to minimise the opportunity for an 
activist to take control.

E. Proxy Voting Analysts E. Corporate Access E. Trade Associations E. Head of Sustainability E. Sustainability Consultant

Producing research on corporate 
governance issues. Analysing proxy 
voting ballots, liaising with fund 
managers and voting in line with a range 
of different internal and external client 
policies. Engaging with companies.

Facilitate events and meetings between 
institutional investors and corporates. 
Events range from sector-specific 
conferences, roadshows, industry expert 
events, conference calls to bespoke 
trips and strategic access events. Such 
events are increasingly focusing on ESG 
themes, including the facilitation of 
corporate sustainability roadshows.

A trade association is an organisation 
founded and funded by businesses that 
operate in a specific industry. Many 
associations are non-profit organisations 
governed by bylaws and directed by 
officers who are also members. 

Oversees the process by which 
companies manage their financial, social 
and environmental risks, obligations 
and opportunities to ensure the needs 
of the present without compromising 
the ability of future generations to meet 
their own needs. 

Business advisers that help to 
integrate sustainable approaches into 
organisations’ strategies, operating 
models, processes and technologies.

F. Sustainability Index Providers F. Head of Executive Remuneration F. Remuneration Consultants

Index providers applying ESG ratings 
and custom data applications to 
develop specialist ESG strategies for the 
construction of index products.

Responsible for developing, in 
conjunction with the remuneration 
committee, pay and incentive 
arrangements that attract, retain and 
motivate executive directors to promote 
the long-term success of the company.

Remuneration consultants are business 
advisers who provide information, 
analysis and advice on the structure 
and levels of remuneration for senior 
executives.
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their own unique voting template (or multiple 
templates) and chooses which of the voting guidelines 
reflect their investment beliefs. 

Proxy Solicitor
A proxy solicitor is an organisation appointed, 
predominately by companies, to encourage 
shareholders to vote their proxies, ensure that 
shareholders are aware of meetings and the resolutions 
at the meeting and provide information about the 
issues. A proxy solicitor undertakes a proxy solicitation 
for its clients. Proxy solicitation may be undertaken by 
investor relations agencies or by companies directly.

Poll Vote
At a shareholder meeting the votes may be counted 
by a show of hands, acclamation or on a poll:
 �  A show of hands means that the votes are counted 
in proportion to the number of shareholders in the 
room. One shareholder has one vote.

 �  A vote by acclamation will mean that the 
shareholders in the room shout aye/nay in respect 
of each resolution.

 �  A poll vote means that the votes are counted in 
proportion to the number of shares owned and the 
votes per share. Some shares may have one vote 
per share, others may have multiple votes per share.

Shareholder Resolution
All resolutions are effectively shareholder resolutions 
but resolutions may be proposed by management or 
by shareholders themselves. Shareholder resolutions 
typically ask companies to address specific ESG 
issues or concerns such as environmental reporting, 
political donations or board diversity. In rare cases 
shareholder resolutions may seek to remove directors 
or appoint new independent directors not supported 
by management. 

UNDERSTANDING THE ROLE OF 
PROXY ADVISORS 
Every AGM season throws up a host of questions about 
the role of proxy advisers and how shareholders decide 
to vote their shares. Shareholder voting is a complex 
legal process and, in most jurisdictions, is underpinned 
by company law. The common terms and actions 
relating to the AGM process are described below 
to provide. 

Proxy Voting
Shareholders who are not able to attend a shareholder 
meeting in person can appoint another person or 
organisation to vote their shares in their absence. A 
proxy is legally a “natural person” or human being. In 
most cases the chairman of the meeting is appointed 
as the proxy. A corporate representative represents a 
“corporate person” or company. Some proxy advisers 
act as a corporate representative to manage the voting 
process for institutional investors.
A proxy may be given discretion or they may be 
instructed to vote only in accordance with the wishes 
of the owners of the shares. When a shareholder 
gives their proxy discretion, it means that their proxy 
submits votes as they believe to be appropriate 
without reference back to the shareholder.
Institutional investors own hundreds, and sometimes 
thousands of shares in multiple safe-keeping nominee 
accounts. Investors cannot physically attend all 
shareholder meetings and so they submit vote 
instructions ahead of the meeting – they vote their 
proxies. Executing votes is a legal process and must 
comply with strict procedures otherwise the votes 
are not valid and cannot be counted. The logistics 
of voting shares accurately and reliably requires 
considerable knowledge, expertise and IT systems. 
Some investors outsource the administration of 
shareholder voting but not their decisions.

Electronic Proxy Voting
Shareholder votes may be submitted to meetings 
by paper or by electronic means. Electronic proxy 
votes are submitted to vote tabulators, registrars, 
over the internet using strong encryption to 
ensure confidentiality. 

Proxy advisers ordinarily operate an Electronic Proxy 
Voting system to manage the logistics of voting 
thousands of meetings through one convenient portal.

Proxy/Proxies
The collective name for the proxy card or proxy poll 
card issued by a company to enable its shareholders to 
vote at shareholder meetings. Other terms are Proxy 
Poll Card, Proxy Appointment or Vote Instruction Form.

Proxy Voting Guidelines
Investors publish proxy voting guidelines or voting 
guidelines to explain their views on particular ESG 
issues, for example, board diversity, audit committee 
standards, executive pay, sustainability or environmental 
and social issues. Proxy advisers enable investors to 
manage complex voting guidelines with research, data 
and software models.

Proxy Voting Service
Providing research and vote management tools to 
support institutional investors. For example, some proxy 
voting agencies do not control any client votes and do 
not publish generic or house voting recommendations.

Proxy Voting Agency
Another term for a proxy voting service, typically British 
in use. An agent performs acts on behalf of another, 
“the principal”. 

Proxy Advisor/Adviser
This is generally a US term to describe an organisation 
involved in the proxy voting process in some form 
or other. Generally speaking a Proxy Advisor makes 
voting recommendations which shareholders follow, 
whereas some Proxy advisers do not make house voting 
recommendations. 

Proxy Voting Template
A template is a pattern of repeatable actions. In 
shareholder voting terms, a voting template is a 
tool which ensures that all companies are analysed 
according to a consistent set of policy principles. The 
voting template questions are derived from investors’ 
voting guidelines and good governance practices 
developed by regulators, academics and global 
institutions such as the OECD. Each investor has 
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