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THE INVESTMENT INTEGRATION PROJECT

Antitrust and Regulatory Disclaimer

The Investment Integration Project (TIIP) is committed to comply with all laws and regula-
tions that apply to it. This includes, amongst others, antitrust and other regulatory laws and
regulations and the restrictions on information exchange and other collaborative engage-
ment they impose. For the avoidance of doubt, the content set out within this paper do not
constitute advice to investors. This paper is not prescriptive as to actions or decisions to be
taken by investors—investors set individual targets and make their own unilateral decisions.
As such, TIIP takes no liability for actions or decisions taken by investors when applying the
principles of this paper.

Disclosures

Support for this research was provided by the Tipping Point Fund on Impact Investing.
Design and illustration for this document by SKY Creative.
© 2026 The Investment Integration Project (TIIP). All rights reserved.

This paper is not intended as an offer, or a solicitation of an offer, to buy or sell any invest-
ment or other specific product. Although all information and opinions expressed in this
document were obtained from sources believed to be reliable and in good faith, no repre-
sentation or warranty, express or implied, is made as to its accuracy or completeness. This
document may not be reproduced, or copies circulated, without the prior authorization of
the author. The author will not be liable for any claims or lawsuits from any third parties
arising from this document’s use or distribution. This document is for distribution only
under such circumstances as may be permitted by applicable law.
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THE INVESTMENT INTEGRATION PROJECT

Research Methods And Acknowledgements

As part of its mission to build the market for system-level investing, The Investment Inte-
gration Project (TIIP) conducts in-depth case studies on institutional investors that have
adapted their practices to better manage systemic risks and rewards. With a growing index
of examples, TIIP seeks to provide the investment industry with the tools and guidance
needed for adopting a system-level investing approach—looking beyond the impact of
specific investments or portfolios to consider the broader context in which investments are
made. System-level investors demonstrate a clear understanding that managing systemic
risks is aligned with fiduciary duty and that it offers an additional lens for long-term value
creation. By applying resources at key leverage points, investors have the potential to set
new standards of action that can improve portfolio performance and resilience while sup-
porting healthy and sustainable environmental, social, and financial systems.

The process for developing these investor case studies includes:

1.Research of publicly available information such as annual reports, investment policies,
and news articles, complemented by internal documentation such as policies, memos,
roadmaps, and performance results.

2.Interviews with key staff members and stakeholders to understand motivations, mile-
stones, operational shifts, inflection points, and challenges.

3.Analysis of key findings and synthesis into a comprehensive overview that details the
system-level investing strategy, techniques used, impact achieved, and future priorities.

We express our gratitude to the Tipping Point Fund on Impact Investing for supporting the
development of this case study and to Akaash Sachdeva and the Responsible Investment team
for sharing their time and insights in interviews and consultations.
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About | HESTA |

Established in 1987, Health Employees Superannuation Trust Australia (“HESTA”) is an Australian
industry superannuation fund for workers predominantly in healthcare and community services.
It currently manages the retirement savings of more than 1.05 million members (nearly 80% of
whom are women) and has approximately AU$101 billion in assets under management (AUM).!
HESTA is one of the only industry super funds dedicated to people working in the health, aged,
community, and early childhood education and care sectors.? As a diversified super fund with
global investments, HESTA recognizes that it is exposed to systemic risks that can potentially
affect the performance and returns of its investment portfolio. The fund identifies as an active
owner and, therefore, seeks to invest in a way that enhances returns over the long-term in the
best financial interests of its member beneficiaries.®
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System-Level Investing Strategy

“We recognise how important a growing, sustainable and inclusive
economy is to delivering strong long-term returns for members. As
a super fund with diversified global investments, we are structurally
exposed to risks related to some of the world’s biggest issues and
therefore manage these risks on an ongoing basis. Factors such as
gender equality, decent work, and good health and wellbeing support
strong market fundamentals including economic growth that drive
member investment returns, while systemic risks* such as climate
change and biodiversity loss® have the potential to undermine these
returns. System level issues cannot be fully mitigated through
diversification or divestment.” - HESTA Responsible Investment Policy

HESTA's purpose is embodied in its commitment  environmental, social, and financial systems.
to deliver “Super with impact™”, a three-pronged HESTA operationalizes this belief - and Super
strategy for delivering investment returns, while  with impact™ - primarily through the second
seeking to create positive outcomes for its mem-  and third prongs of its strategy: (2) advocacy for

bers and the world they live, work, and retire a fair and healthy community, which focuses on
in.® In short, HESTA believes that delivering addressing systemic issues, and (3) investment
strong long-term returns to its members large- excellence with impact, of which responsible

ly depends on the long-term health of global investment is a key element (see Figure 1).’

Figure 1. HESTA’s Super with impact™ strategy

n Facing the future Advocacy for a fair and 3 Investment excellence
with confidence healthy community with impact

We use our deep understanding

. We use our collective voice to We use our expertise and influence
of our members to design i . . i
. X help address inequities impacting to deliver strong long-term returns
information, tools and support to i ; L
i . . our members and those we see while accelerating our contribution
make a meaningful impact on their . K .
falling behind. to a more sustainable world.

confidence about the future.

Source: HESTA, “Super with impact™”, 2026.
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SYSTEM-LEVEL INVESTING STRATEGY

Given HESTA’'s commitment to integrating Within the broad range of relevant issues, HESTA
Super with impact™ across the entire fund, prioritizes those issues that “can have a material
its Board, Investment Committee, Chief effect on the performance of [its] investment
Executive Officer, and Chief Investment portfolio” while also seeking to support positive
Officer each play a role in the oversight social and environmental outcomes. Such pri-
of its responsible investment activities oritization is guided by materiality assessments
and associated policies (e.g., HESTA’s to determine what presents the most risk to the
Responsible Investment Policy, which is portfolios, as well the consideration of mem-
detailed below). The HESTA Responsible ber research and surveys to understand the
Investment team - part of the Investment interests of its member-stakeholders. HESTA
Management team and led by the General recognizes that system-level issues “cannot be
Manager for Responsible Investment - mitigated through diversification or divestment”
are responsible for identifying material and therefore also aims to align its priority
responsible investment issues and focus areas with a subset of the UN Sustainable
implementing activities that help address Development Goals (SDGs).’ This includes the
them.? eight SDGs referenced in Figure 2 below.!?

Gender equality is an enabler of a growing, sustainable, and inclusive economy.
Conversely, gender inequality has direct and indirect impacts on the economy, the
investment portfolio, and on the retirement outcomes of HESTA members, around 80%
of whom are women.

Gender equality

— Climate change poses a material, direct and current financial risk that is relevant to the
. B management of HESTA’s investment portfolio. Members’ best financial interests are

Climate change

@ served through a timely, equitable and orderly transition to net zero emissions by 2050
to minimize the systemic risks of climate change.

Nature underpins the global economy and provides services that are critical to individuals

Natural capital and MJ"”:")’_‘[‘_" LJ g,,: and businesses. Nature and biodiversity loss is therefore not only a threat to the

biodiversity ; environment and communities that depend on it, but also presents a material financial risk
to companies, shareholders, and the global economy.

L] Decent work underpins a sustainable and inclusive economy and the quality of the lives
Decent work /\/" of HESTA’s working members. High quality jobs can support consumer confidence and
increase long-term productivity growth while reducing social security costs.

e Good health enables economic growth by improving productivity, raising incomes and

Good health and wellbeing A /\ reducing economic costs caused by illness, contributing to market stability that supports
long-term investment returns.

Housing affordability is critical to financial security in retirement for HESTA members,
Sustainable cities most of whom are essential workers on low-to-middle incomes, in addition to improving
and communities worker retention. Related, protecting the cultural heritage of communities is important to
reconciling with First Nations People and ensuring social license and consent on projects.
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SYSTEM-LEVEL INVESTING STRATEGY

GENDER
EQUALITY

SUSTAINABLE CITIES
AND COMMUNITIES

For each of its thematic areas of focus, HESTA ~ ownership activities in broader industry and

includes multi-level considerations for (a) system-level challenges. For example, HESTA
individuals, (b) companies, and (c) the econ- identifies the social, business, and economic
omy as a framework for grounding its active benefits of gender equality:"

“ For Individuals ﬂ For companies For the economy
When economic systems and Research has demonstrated the
. . . Research has shown that
workplaces work for women, women benefits of gender diversity on company . i
.. removing Australia’s gender
are better able to participate and performance (return on assets, return
. . L . . " . norms would boost GDP by
thrive, and in turn maximize their on equity and profit margins) and .
. . . AU$128 billion annually.
retirement outcomes. investment returns (share price).
Or, in another example related to sustainable work in the health and community services sec-
cities and communities, HESTA identifies the tors, as well as for companies and the broader

benefits of affordable housing for members who economy:*

ﬂ For companies ﬁ For the economy

“ For Individuals I
Basic human needs start with air, Increasing the availability of Research sl'.lows tha_t the prOV|S|_on of
. 250,000 social dwellings can deliver
food, water, and shelter. Research affordable housing in inner . h
. . . AU$5-11 billion in savings to the
shows that a safe and stable home city and regional locations
. i . government through reduced costs
improves physical and mental will help to reduce the . . .
. to the social security system in just
health, connectedness through shortage of essential workers L .
. . . . . over 10 years. This is in addition to the
personal relationships and quality in these areas, enabling ' |
of family life, education and companies to attract and creation of 46,000 jobs per annum, and
bl L an AU$40 billion contribution in GDP to
employment outcomes. retain key workers. |
the Australian economy.
To achieve progress toward addressing these shareholder resolutions, whereas its system-level
challenges to the benefit of individuals, compa- activities include actions such as signing state-
nies, and the economy, HESTA carries out active ments to policymakers, contributing to emerging
ownership activities at both the company level standards, or commissioning research and data.
and the system level. Its company-level activities =~ Additional details on HESTA's active ownership
include the likes of directly engaging with com- activities can be found in the sections that follow

panies, engaging through collaborations, or filing  and in its FY25 Responsible Investment Report.'
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Implementation

1. Extending conventional techniques Stewardship Code). It applies to all HESTA funds
under management.'*
A. Statement of Investment Beliefs

HESTA’s approach to responsible investment Investment beliefs. As part of the “investment
focuses on managing systemic risks, integrating ~ with excellence” component of its Super with
responsible investment factors, and catalyzing impact™ strategy, HESTA has defined a set of
innovative investments via the levers of capital five investment beliefs that guide its approach
allocation and active ownership (see Figure 3). to capital allocation in the best financial inter-

Figure 3. HESTA’s approach to responsible investment

Active ownership

Engagement and voting Advocacy
b 4 h 4

Capital allocation

LG 2 WO e N I TS We seek to use our voice to advocate

Through responsible investment to influence management of responsible . i
i i . i . . . on systemic issues that are at odds with
integration, exclusions and thematic investment issues that can impact long- T . .
. i i maintaining and building a growing,
investments we seek to manage risks and term returns at the asset level, portfolio ) . .

. sustainable, and inclusive economy, and
capture opportunities. level and at the market level to protect

) delivering strong long-term performance.
and enhance long-term investment value. 9 glong P

Source: HESTA, Responsible Investment Report 2024-2025.

Responsible Investment Policy. HESTA’s Re- ests of its members. Through this approach,
sponsible Investment Policy outlines the princi- it seeks to “deliver strong long-term returns
ples and commitments to its responsible invest- ~ while accelerating our contribution to a more
ment approach and guides the implementation  sustainable world.” Its investment beliefs are as
of related activities, including capital allocation,  follows:*

active ownership, manager selection and due

diligence, and peer collaborations (each of 1. Aslong-term investors, our members’ best
which is described in corresponding sections financial interests are served by a deep
that follow). The policy seeks to align with rel- commitment to responsible investing. By
evant laws, guidelines, and industry codes and managing systemic risks (such as climate
frameworks (e.g., the Superannuation Industry change), integrating responsible investment
[Supervision] Act 1993 and the Australian Pru- factors, catalysing innovative investments,
dential Regulation Authority’s Prudential Prac- and being a ‘gutsy advocate’ for a fair and
tice Standards and Guides, the Principles for healthy community, we can deliver strong,
Responsible Investment, and the Asset Owner long-term returns for our members and
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IMPLEMENTATION

help accelerate our contribution to a more
sustainable world.

A forward-focused total portfolio approach
strengthens alignment with investment
objectives. A total portfolio approach actively
balances forward returns and risks with an
unwavering focus on investment and impact
objectives. It facilitates the sharing of diverse
ideas and market insights, encourages cross-
team challenge and collaboration, and builds
conviction to drive performance.

Targeted active management, working
alongside leading global partners, delivers
outperformance. Cost effective strategies,
combined with targeted and dynamic active
management, have the potential to enhance
returns, protect capital, whilst providing
unique market insights and opportunities.
Our hybrid model, which combines internal
capability working together with a global
network of trusted expert partners, is ex-
pected to improve net returns to members.

Proactive and strategic risk awareness cre-
ates portfolio resilience. Risk awareness re-
quires us to understand the world around us
and how it is evolving, including the impact
of valuations, business cycles, thematics,
economic environments and responsible
investment factors to build more resilient
portfolios. Success requires proactive risk
analytics, stress testing and scenario analy-
sis, as well as disciplined mitigation activi-
ties and active ownership.

Value can be enhanced by effective gover-
nance, harnessing technology and data,
and disciplined implementation. Good gov-
ernance promotes effective decision-making
and accountability. Harnessing fit-for-pur-
pose technology and data to improve invest-

ment insights and reduce costs, improve net
returns, and minimize execution risks.

These beliefs, driven by a total portfolio ap-
proach, demonstrate HESTA’s understanding of
systemic risks and conversely the impacts that
companies, portfolios, and investors can have
on system health and resilience. In the context
of affordable housing, for example, HESTA’s
Head of Portfolio Management explains: “We
start with a total portfolio approach, and inside
HESTA that forces us to join the dots; we under-
stand that if there’s a housing crisis and vacan-
cies are low and affordability is very poor, those
problems are going to show up in inflation, and
that’s going to hurt our bond portfolio...What

I mean by join the dots is when we’re making
investments in one particular asset class, we're
also thinking about the consequences for all of
the assets that HESTA owns, to drive that long-
term performance.”*

B. Security selection and portfolio construction
HESTA adopts a total portfolio approach to capital
allocation, giving it a deep understanding of for-
ward-looking opportunities and risks across asset
classes. Using a total portfolio approach enables
HESTA to harness insights across its teams and a
broad global expert network to help to inform its
responsible investment priorities as it seeks to pro-
tect and enhance shareholder value and support
investment decisions that can improve retirement
outcomes for members over the long term."

While much of the implementation of HESTA's
responsible investment work focuses on active
ownership and collaborative advocacy, it also
applies a series of exclusions and restrictions
as part of its capital allocation activities. This
may include restricting investment in activities,
sectors, and companies that:*®
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IMPLEMENTATION

« violate international treaties or conventions; or

+ cause indiscriminate harm to society or the
environment; or

« face significant risk of asset stranding; or

investments across its SDG-aligned issue ar-
eas of focus. For example, innovative housing
solutions have been an area of focus given the
importance of housing affordability to financial
security in retirement (see Box 1).

Box 1. HESTA'’s focus on affordable housing

HESTA’s members are essential workers who deliver critical, life-changing services, and whose work
generally requires their physical presence. Unfortunately, they are increasingly struggling to afford
housing near where they work, and housing costs are a key determinant of their financial security
in retirement. While housing shortages reduce productivity across the economy, they also provide
the opportunity for investment innovation to deliver members appropriate risk-adjusted investment

returns by improving housing supply.

HESTA has invested in innovative housing solutions since 2019 to help address Australia’s housing
shortage. HESTA has partnered with Assemble, to further facilitate increased institutional investment
in housing assets at scale. The latest Assemble development finished in November 2025, is Swift Walk
in Kensington, Melbourne. It brings 362 new, professionally managed rental homes to market, includ-
ing 272 affordable and social homes for Australians on lower and middle incomes.*'

« are involved in severe or repeated controver-
sies that erode their social license to oper-
ate; and

+ have failed to address material risk exposures
and engagement is either not possible or has
proved ineffective.

HESTA also excludes from investment those
activities, sectors, and companies for which di-
vestment is otherwise believed to be in the best
financial interests of its members." Specific
portfolio-wide exclusions relate to thermal coal,
unconventional oil and gas, tobacco, for-profit
detention, controversial weapons; and nuclear
weapons, subject to revenue thresholds.?

Beyond its responsible investment integration
and stated exclusions, HESTA makes thematic

HESTA’s investments in property, in some in-
stances, contribute to its broader target to invest
10% of its portfolio in climate solutions (aligned
with SDGs7, 11.6 and 13), such as renewable en-
ergy and sustainable property, by 2030.2 As of
June 2025, it had 6.4% or approximately AU$6.4
billion of its portfolio invested in climate solu-
tions, including battery and storage technology,
wind and solar farms, electric vehicle charging
stations, and sustainable property.*

To track the progress of its capital allocation

in support of the SDGs more broadly, HESTA
subscribes to the Sustainable Development In-
vestments Asset Owner Platform (SDI AOP). The
platform identifies the percentage of a compa-
ny’s revenue aligned to underlying SDG targets,
according to an agreed taxonomy, and allows

12
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IMPLEMENTATION

HESTA to track the alignment of its investment
portfolio to the SDGs. As of June 2025, 14.6% of
HESTA’s portfolio (approximately AU$14.5 bil-
lion) was invested in alignment with the SDGs.
Of those investments, the top three SDGs ad-
dressed were SDG 3: Good health and wellbeing,
SDG 11: Sustainable cities and communities,
and SDG 7: Affordable and clean energy.*

C. Active ownership

HESTA’s active ownership approach focuses on ad-
dressing systemic risks and considering whether
companies are suitably managing risk and creat-
ing value in ways that promote broader economic
resilience for its members. HESTA assesses the
materiality of systemic risks on its investments as
well as the broader community and uses a combi-
nation of active ownership levers that it believes
will most effectively manage risk and deliver long
term value for its shareholders.” Active owner-
ship is a core part of HESTA's responsible invest-
ment approach (see Figure 2) and is comprised

of several component action areas: engagement,
voting, and advocacy (detailed below).

Engagement. HESTA encourages the Boards of
its portfolio companies to put in place appropri-
ate, credible plans to address systemic risks and
create new opportunities that support a resilient
and sustainable economy. HESTA undertakes
engagement directly, through specialist service
providers, and by using a range of tools includ-
ing direct dialogue (e.g., company meetings,
letters to management/boards), site visits, and
engagement with key stakeholders and external
investment managers.” In 2025, HESTA held
1,680 engagements with portfolio companies
related to its priority responsible investment
themes as outlined in Figure 2.” Engagement
objectives are guided by HESTA’s Active Owner-
ship Priorities:*

 Alignment with long-term objectives.
Companies create and enhance value for the
long-term aligned with the best interests of
shareholders and stakeholders.

* Identification and management of material
issues and systemic risks and opportunities.
Companies identify and manage material
risks and opportunities in the present and
over the long-term.

+ Contribution to sustainability outcomes.
Encourage companies to assess and mea-
sure their contribution to progress toward
achieving the SDGs.

» Strong governance and accountability.
Companies have processes to support ac-
countability for strategy development and
implementation, risk management, and
company performance.

» Preserving a social license to operate.
Companies engage with stakeholders to
maintain their social license to operate.

» Transparency and adequate disclosures.
Companies provide transparent and mean-
ingful disclosure aligned to globally recog-
nized frameworks.

One example of how HESTA approaches
engagement with portfolio companies is in its
activities related to climate change. Having
conducted an analysis of carbon emissions
across its Australian equities portfolio, HESTA
determined that approximately 80% of its
scope 1 and 2 emissions are concentrated to
just 15 companies, and therefore prioritized

its climate-related engagement on these select
companies. Long term engagement has focused
on encouraging focus companies to set interim
targets (2030-2035) in support of commitments
to net zero emissions by 2050, which by

2023, all focus companies had committed to.
Moreover, 13 of 15 companies have published
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IMPLEMENTATION

disclosures aligned with the recommendations
of the Taskforce on Climate-related Financial
Disclosures (TCFD).?

Other notable engagement activities include:

« Following its 2022 engagement series, con-
tinued engaging with 19 Australian mining
companies on workplace culture to promote
safe and respectful workplace environments.
HESTA makes the connection that discrimi-
nation at the company/industry level is a key
contributor to women’s underrepresentation
in the workforce and leadership as well as the
gender pay gap at the system level. There-
fore, it engages with companies with the
objective to minimize gender discrimination,
seeking to reduce/close the gender pay gap.*

+ Continued a several-year engagement with
utility company, AGL, to encourage greater
ambition on climate change including clo-
sure of coal-fired power stations, increased
capital allocation to renewables, and other
climate solutions. Along with this, HESTA
has requested disclosure of AGL's plans to
support the workforce transition at coal-
fired power stations. HESTA has sought to
use its shareholder influence by encourag-
ing AGL to strengthen its decarbonization
plan in alignment towards Paris Agreement
goals, which could significantly accelerate
Australia’s progress toward net zero and
lower the overall systemic risk exposure of
its members’ investments.*

Voting. Exercising its voting rights in listed and
unlisted markets is a key element of HESTA’s
active ownership approach and an important
link in the chain of accountability between a
company and its shareholders.*> HESTA seeks
to use its shareholder rights - “our seat at the
table” - with the aim of influencing companies

to improve their practices related to systemic
issues. Voting decisions are made by HESTA
based on what it believes is in the best financial
interests of its members, with consideration
given to the aforementioned priorities and often
following dialogue with companies and consul-
tation with investment managers, proxy advi-
sors, engagement service providers, and other
relevant stakeholders.*

Recent voting activities include:*

« HESTA has identified antimicrobial resis-
tance (AMR) as “a systemic risk that has the
potential to influence the market fundamen-
tals that drive member investment returns,
including economic growth.”* HESTA has
co-filed resolutions on AMR for the past
four years seeking disclosure on the overuse
and misuse of antibiotics in food producing
animals, and greater compliance with World
Health Organization (WHO) guidelines on
the use of medically important antimicrobi-
als in food producing supply chains.*

+ 18 of the ASX 300 companies have no wom-
en in executive leadership, despite extensive
research showing how organizations benefit
from gender diversity. Since 2017, HESTA’s
voting policy has sought to vote, in most
instances, against select directors at ASX300
companies where the Board has no female
representation. In 2023, HESTA strength-
ened its gender voting policy to vote against
select director re-elections where the board
has less than 30% female representation and
against the chairs of companies employing
single gender executive teams.

Advocacy. HESTA has over 1.05 million mem-
bers, about 80% of whom are women. Female
members earn around 6.5%% less than their

male counterparts on average, and therefore,

14
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“HESTA believes in the power of collective action for tackling
systemic issues as collaborating often enables us to amplify our voice
and drive action, while using our resources efficiently. We seek to
collaborate with like-minded investors and organizations to improve
the sustainability of capital markets, send consistent messaging to
companies and policymakers and deliver economies of scale.”

are less likely to have savings outside their super
and more likely to struggle with living expenses.
Moreover, many of these members spend time in
unpaid caregiving, often in addition to providing
essential healthcare services at the expense of
their own financial security. HESTA advocates

to “improve the fairness of the systems” that can
drive the financial security or disadvantage of its
members - economy- and system-level drivers
such as gender equality, workplace rights and
conditions, environmental and health consider-
ations, and superannuation and social security.*

Its efforts include advocating for changes to
laws, regulations, policies, standards, or guide-
lines. More detail on these activities can be
found in the “Interconnectedness,” “Polity,” and
“Standards setting” sections that follow.

2. Leveraging advanced techniques

A. Field building
Self-organization: HESTA has a demonstrated
history of creating and actively participating in

— HESTA Responsible Investment Policy

established collaborative organizations to build
capacity to address systemic issues. Notable
organizations and initiatives include:*

« Investor Group on Climate Change (found-
ing member and Board member);

 Climate Action 100+;
+ Nature Action 100;
« FAIRR Initiative;

« Investors Against Slavery and Trafficking
Asia Pacific;

« International Corporate Governance Net-
work (Board member); and

» Australian Sustainable Finance Institute
(founding member and Board member).

As part of its participation in Nature Action 100,
for example, HESTA engages with Australian
supermarkets seeking their assessment and
disclosure of nature-related impacts and depen-
dencies across their value chains, with a partic-
ular focus on land use change (habitat clearing
and deforestation). Through its participation
with FAIRR, HESTA indirectly engages with
animal pharmaceuticals companies to restrict
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IMPLEMENTATION

marketing of antibiotics for growth promotion
and ensure that antimicrobials do not enter the
environment.

Of additional note is HESTA's founding of 40:40
Vision, described in Box 2 below.*

specific actions to address drivers of the gender
pay gap including workplace discrimination,
role segregation, and workforce participation.*

In other areas such as decent work, HESTA found
that robust and accurate data was not available

Box 2. HESTA’s 40:40 Vision

HESTAs membership has always been predominantly women, thus it has long focused on progressing
gender equality. In 2020, HESTA founded 40:40 Vision, an investor-led initiative focused on achieving
gender balance in executive leadership across Australia’s listed companies by 2030. The initiative seeks to
achieve gender balance of 40:40:20 - 40% identifying as women, 40% identifying as men, and 20% as any
gender - in executive leadership by 2030. In line with this objective, 40:40 Vision calls on companies to:

+ Pledge to achieve gender balance (40:40:20) in executive leadership by 2030

+ Declare interim composition targets to drive gender diversity

+ Publicly communicate their commitment and plan to employees, shareholders and other stake-

holders

+ Report annually on progress towards targets

In its 2025 progress report, 40:40 Vision reported that 87% of signatory companies had set interim
gender balance targets (with 85% on track or already achieving the target), and most reported launch-
ing a variety of strategies to support progress toward their gender balance goals (including professional
development programs, challenging bias in recruitment, and succession planning for key roles).

Interconnectedness: In addition to quantita-
tive and qualitative data, such as that derived
through member research, HESTA may use
international frameworks including the Paris
Agreement and United Nations Global Compact
to assist in determining materiality.* Moreover,
HESTA leverages broader indicator sets rele-
vant to each of its thematic areas of focus. For
example, in its work on gender equality, HESTA
leverages data from Workplace Gender Equality
Agency (WGEA). Based on newly released com-
pany-level pay disclosure data, HESTA identified

thus prompting it to partner with Bankwest
Curtin Economics Centre (BCEC) and commission
research. The resulting report defines several
dimensions that comprise decent work - job
security, work conditions, work stress, and
flexibility - and, using data from the Household,
Income and Labour Dynamics in Australia
(HILDA) survey, tracks trends across the country
and between industries and demographics.*

Related to both gender equality and decent
work, after completing an engagement series

16
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with Australian mining companies about
workplace culture - specifically workplace
harassment - HESTA published its findings

to continue the conversation on these issues
and promote best practices across the sector.
Workplace sexual harassment has significant
health, employment, and financial impacts

on individuals and their families as well as
impacts on workplace productivity and culture.
Unaddressed workplace harassment can create
legal and financial risks, and significantly
damage a company’s social license to operate,
which can impact shareholder value and,
therefore, the returns that can be delivered to
members. The report, entitled Workplace sexual
harassment in the Australian mining sector,
details six key insights that HESTA developed
through its engagement series, in hopes that it
would encourage improvements in company
practices as well as continued discussion and
action on the issue more broadly.*

Polity: Public policy is a core part of HESTA’s
advocacy work, and its size provides an oppor-
tunity to influence meaningful change regard-
ing systemic issues and policy settings.* Issues
for which HESTA has recently advocated for on
policy change include:*

+ Gender equality. Over 80% of HESTA's mem-
bers are women, making HESTA acutely at-
tuned to gender-related factors like inequita-
ble pay and time spent out of the workforce
caring for others, resulting in less savings at
retirement. It has also advocated for super
payments to be paid during parental leave
periods, helping members to add dollars to
their retirement accounts. As of 2024, super
on the Commonwealth Paid Parental Leave
scheme was signed into legislation, in part
contributed to by HESTA’s 13 years of contin-
uous advocacy on the issue.”

+ Tax settings for low-income workers. HESTA
has been an advocate for modifying tax pay-
able on super contributions for low-income
earners to better support their ability to save
and invest for their future. It has submitted
recommendations to extend eligibility for
Low-Income Super Tax Offset (LISTO) - a
federal government tax rebate for low-in-
come workers earning less than $37,000 so
that they do not pay more tax on their super
contributions than on their take-home pay -
to those earning up to $45,000.%

« First Nations and cultural heritage. When
Rio Tinto, a global mining group, destroyed
46,000-year-old caves of cultural significance
to Australia’s First Nations People, HESTA
began advocating for stronger national laws
focused on protecting indigenous rights and
culture. It was one of the first large super-
annuation funds to publicly support the
Aboriginal and Torres Strait Islander Voice
Referendum and commit to exploring ways
to make systemic improvements that sup-
port employment opportunities and out-
comes for First Nations communities.*

« Climate policy. HESTA is an investor lead
in the PRI Sovereign Engagement Pilot on
Climate Change, which supports Australian
state governments in climate policy devel-
opment towards alignment with the Paris
agreement. Its role as co-lead has included
engagement with the Western Australian,
Queensland, Victorian, and New South
Wales state governments to share investor
insights.® In 2024, it also participated in a
series of consultations with the Australian
Treasury to design a mandatory, interna-
tionally-aligned framework for disclosure of
climate-related financial information.*

+ Biodiversity. HESTA made a submission to

the Environmental Protection and Biodi-
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versity Conservation (EPBC) Act reform
consultation, which sought views to in-
form the establishment of Australia’s en-
vironmental laws that seek to protect and
halt nature loss.5?

+ Antimicrobial resistance. Through its par-
ticipation with FAIRR, HESTA signed the
Investor Action on Anti-Microbial Resis-
tance statement to policymakers to support
the call for development of a global sci-
ence-based approach to reducing antibiotic
usage to safe levels.*

B. Investment enhancement

Standards setting: While much of HESTA’s
engagement priorities focus on improving risk
management practices within individual com-
panies, it also seeks to influence standards at
the economy level, or the system level. HESTA
has supported opportunities that encourage
the development of standards and best practice
approaches, examples of which include:**

+ As a founding member of the Australian
Sustainable Finance Initiative (ASFI), HES-
TA has contributed, and gained insights
from peer members to the scoping, design
and usability of the Australian Sustainable
Finance Taxonomy (ASFT). The ASFT is a
credible, shared framework that provides
a common language across the investment
chain. HESTA is participating in a pilot
designed to identify suitable use cases and
increase uptake of the taxonomy. HESTA is
also represented on the ASFI Board and as
an active member of the ASFI Taxonomy
Technical Expert Group.®

« HESTA is a founding supporter of the
Dhawura Ngilan Business and Investor
Initiative (DNBII) and key contributor to
the DNBII Business and Investor Guides.

Launched in March 2024, these are the only
First Nations-led guides on the protection of
First Nations cultural heritage in the region.
The guides provide comprehensive guide-
lines and resources for businesses and in-
vestors to align their operations and strategy
with the Dhawura Ngilan Principles and pro-
mote respectful partnerships with First Na-
tions Peoples. The guidance helps investors
to integrate cultural heritage considerations
into areas including due diligence, disclo-
sures, corporate engagement, and steward-
ship.®® HESTA is piloting the Business and
Investor Initiative and Guide across multiple
responsible investment functions including
due diligence and stewardship.

« HESTA partnered with Bankwest Curtin Eco-
nomics Centre (BCEC) to conduct research
regarding the status of decent work and job
quality in Australia. Research covered key
dimensions of decent work and how decent
work varies by demographics and industry.
The framework that was developed is pub-
licly available and can be applied across
most sectors.

C. Opportunity generation

Evaluations: Given the scope and scale of
HESTA’s assets under management, HESTA
prioritizes responsible investment issues based
on materiality and where HESTA believes it is
best positioned to influence change.”” For each
of its thematic areas of focus, HESTA conducts
research into economy wide costs as part of
establishing a more holistic, real-world under-
standing of how its investments will potentially
be affected. In doing so, it is able to understand
materiality in a more nuanced way and consider
ways to take action at specific leverage points.
For example, HESTA understands that the
gender pay gap is an economy- and system-level
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issue, which it can seek to address by influenc-
ing changes in workplace culture to reduce
gender discrimination and sexual harassment,
or policies for super payments to be paid during
parental leave periods, among others.

Moreover, HESTA understands that systemic
risks do not occur in isolation and in the assess-
ment of materiality, it considers the intersection
with other systemic issues. For example, the
healthcare sector, where many of its members
are employed, is likely to be heavily impacted by
climate change. In 2021, for example, the Victo-
rian Council of Social Service (VCOSS) reported
that air pollution, like transport emissions or
particulates from coal-fired power stations, kills

4,880 Australians each year. VCOSS also found
that smoke from the devastating 2019-2020

Black Summer bushfires was responsible for 120
deaths and around 1,300 hospital admissions for
cardiovascular illness, respiratory disease, and
asthma.®® Moreover, such economy-wide climate
risks are now so broad that they intersect with
systemic social issues. It has been evidenced that
increasing climate change impacts have flow-on
effects into industries that are known to have
high rates of forced labor, such as agriculture or
extractives, increasing vulnerability to slavery.
HESTA therefore considers action to reduce cli-
mate change impacts as inherently linked to its
actions to support human rights and mitigate the
risk of modern slavery.”
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Conclusion

Assessing Progress

HESTA assesses and reports on its responsible
investment program of work through indepen-
dent benchmarking including the PRI survey
and the Responsible Investment Association of
Australia bi-annual super study - the results of
which are publicly available.®® In addition to its
Annual Report, HESTA also discloses informa-
tion about its responsible investment activities
and related outcomes via a series of reports:

» Responsible Investment Report. HESTA’s
responsible investment report provides an
update on activities related to its responsible
investment program through case studies,
engagement and voting metrics, and capital
allocation aligned to the SDGs using the SDI
AOP Taxonomy. The second responsible in-
vestment report was published in November
2025, which includes an overview of HESTA’s
approach to risk management (including sys-
temic risks), responsible investing, and long-
term value generation as an active owner.

The report shows that in 2025, HESTA held
1,680 company meetings (directly and indi-
rectly through engagement service provid-
ers), 39% of which were focused on environ-
mental matters, 28% on social matters, 25%
on governance, and 8% related to strategy.
Further, initiatives such as 40:40 Vision have
begun to show broader industry influence.

* Annual climate change disclosure. HESTA’s
climate change disclosures share progress
in implementing its Climate Change Transi-
tion Plan, including progress toward port-
folio decarbonization targets and examples
of its climate-related active ownership
activities. HESTA published its first climate
change report in 2021, which outlined its
general approach to managing climate-re-
lated risks and opportunities and uses

subsequent reports to disclose its ongoing
management of both considerations. The
reports cite examples of how HESTA engag-
es with high emitting companies to reduce
emissions and mitigate climate risk, often
in collaboration with other investors. From
FY25 this report has been incorporated into
the Responsible Investment Report. As of
June 2024, HESTA’'s measured normalized
portfolio emissions had decreased 10%
from the previous year to 31.3 tCO2e per
$AUD million invested and by 41% from the
2020 baseline.*

Challenges and Looking Ahead
HESTA recognizes that companies and inves-
tors must work together to achieve the shared
goal of building long-term value and address-
ing economy- and system-level challenges. It
continues to encourage businesses to intensify
their efforts across areas of gender equality, cli-
mate change, nature and biodiversity loss, good
health and wellbeing, and decent work to help
build the retirement savings of its members.

HESTA believes that it must invest in solutions
that drive positive, lasting change. However, the
challenge remains that many newer opportuni-
ties that align with sustainability objectives are
not yet at scale or well represented in perfor-
mance benchmarks. Thus, HESTA cautiously
seeks to find the balance between meeting its
risk/return objective while investing in future
facing opportunities. For this reason, HESTA
has been very supportive of the development of
an Australian Sustainable Finance Taxonomy
as a core building block for the broader sus-
tainable finance industry. The taxonomy can be
used by capital providers, corporates and pol-
icymakers to identify economic activities that
support climate change mitigation.®
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About TIIP

The Investment Integration Project (TIIP) is a boutique consulting firm that helps institutional
investors: (1) understand how portfolio performance is intertwined with the health of environmen-
tal, social, and financial systems; (2) shape the structures and norms influencing those systems;
and (3) embed systems-aware decision-making across all strategies and operations.

Established in 2015 by Steve Lydenberg and William Burckart—who coined the term system-level
investing and co-authored the first book on the topic, 21st Century Investing: Redirecting Finan-
cial Strategies to Drive Systems Change (Berrett-Koehler Publishers: April 2021)—TIIP’s pioneering
thought leadership has enabled the alignment of investment practices with the long-term health of
the systems underpinning value creation.

At the center of TIIP’s work is SAIL (Systems Aware Investing Launchpad), an enterprise manage-
ment and data platform that enables investors to integrate system-level investing across strategy,
implementation, and reporting. TIIP also offers customized services—Total Portfolio Activation,
Total Portfolio Implementation, and Total Portfolio Review—to help clients benchmark progress,
enhance portfolio design and stewardship, and apply system-level thinking in practice.

More at www.tiiproject.com
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