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• Emerging ESG and 
sustainability trends

• How to articulate, 
implement and monitor 
an ESG strategy

• ESG Ratings and 
Greenwashing
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• Fast moving topic with focus from all corners of 
the industry

• Plan members are expressing interest in ESG 
and sustainable investing

• Canadian regulators releasing opinions on how 
pension plans should consider ESG factors

• Fund classification criteria and disclosure being 
developed

Why Does This Matter?
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ESG Matters to Members . . . When Primed

2021 Sun Life Sustainable Investing Survey (403 Canadians)

78% 71% 55% 38% 32%
Are very/ 
somewhat 
interested in 
seeing more 
sustainable 
investments 
offered

Are interested 
in learning 
more about 
sustainable 
investing from 
their provider

Are likely/ 
somewhat likely 
to change their 
current 
contributions to 
sustainable invest
ments

Are willing 
to increase their 
current 
contribution 
level, if put 
towards 
sustainable
investments

Didn’t consider 
ESG factors 
because 
they didn’t 
know they were 
offered

80% overall (88% of millennials) care about a strong return when investing sustainably

Human rights (42%), strength of management (39%), protecting environment (39%), fraud/corruption (38%) were top 
factors. It’s not just the E
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Three Principles for 
Pension Plan Administrators
1) Should consider ESG characteristics that may have material 

relevance to the financial risk-return profile of the pension fund’s 
investments

2) As part of their standard of care, need to assess whether plan 
governance, risk management and investment decision-making 
practices are sufficient to identify and respond to material 
ESG information in a manner proportionate to their plans and 
appropriate for their investment beliefs

CAPSA Draft Guideline
ESG Considerations in Pension Plan Management
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Three Principles for 
Pension Plan Administrators
3) Should disclose in their SIPP information about the pension 

fund’s investment policies in relation to ESG considerations.
• Where appropriate, pension plan administrators should also provide 

reports on their stewardship activities as well as request companies 
in which they invest to disclose their ESG-related policies

CAPSA Draft Guideline
ESG Considerations in Pension Plan Management
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• White paper released on June 1 to help stakeholders:
governments, regulators, plan sponsors, committee members

• Identify broader principles for any single area
• ESG should be viewed as a tool to 

1) Mitigate risk and/or 2) Enhance return
• Uses 3 approaches to Sustainable Investing: 

1) ESG Integration 2) Divestment and 3) Sustainability Focused
• ESG is one relevant factor to achieve financial objectives to 

the extent that it can be demonstrated that ESG factors impact the 
long-term financial returns of investments

ACPM Paper on ESG
Fiduciary Considerations and ESG Issues for 
Canadian Retirement Arrangements
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• Governance structure of a plan affects how decisions relating to 
ESG matters are considered

• The structure through which a pension plan invests, as well as the 
size of the pension plan, affects the ability of the pension plan to 
implement ESG investments.

• There are many areas that will need further detail on the specifics 
(e.g., detailed reporting) and ACPM may consider additional papers 
that provides more details

ACPM Paper on ESG
Fiduciary Considerations and ESG Issues for 
Canadian Retirement Arrangements

4D-8



• In DC plans, members are often requesting access to ESG 
investments

• The integration of ESG is part of the sub-criteria that should be 
considered in the selection of the funds offered on DC platforms

• As fiduciaries, plan sponsors must be looking for funds with Value 
and not Values

• Alternative methods of DC ESG investments are available to DC plans

ACPM Paper—Key Takeaways for DC
Fiduciary Considerations and ESG Issues for 
Canadian Retirement Arrangements
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• Greater reporting and evaluation of the ESG integration within DC 
investment options are developing.

• Member interest in ESG investing, where there are also strong 
financial returns, is high

• Clear and accurate communication to Members relating to ESG 
investment issues is critical to plan administrators meeting their 
fiduciary duties

• Plan administrators need to inform members of how the funds 
available to them integrate ESG factors, in the same way 
members have access to information of fund objectives, performance 
or fees 

ACPM Paper—Key Takeaways for DC
Fiduciary Considerations and ESG Issues for 
Canadian Retirement Arrangements

4D-10



How to Articulate, Implement and 
Monitor an ESG Strategy
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• Is there a corporate strategy?
• Understand the three 

sustainable investing approaches
and select which is best for you

• Adopt a formal sustainable investment 
policy and document your approach

• Conduct an ESG evaluation of your 
managers/plans

Where to Start?
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3 Sustainable Investment Approaches

ESG INTEGRATION 
(PROCESS/COMMUNICATION)

• Funds that integrate ESG throughout the investment process
• Managers often engage with portfolio companies
• Can ultimately lead to divestment, if manager deems appropriate 

after engagement

DIVESTMENT/SCREENED 
(PRODUCT)

• Focus is on Values not Value and may not meet fiduciary 
obligations or member needs

• Investors lose their voice, ability to engage
• e.g., Fossil Fuel Free, Socially Responsible Investments

SUSTAINABILITY FOCUSED 
(NEW)

(PRODUCT)

• Newer category of funds that focuses on seeking sustainable 
investments, or companies with best-in-class ESG criteria

• May also be referred to as thematic or impact
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1. Sustainable Finance Action Council (SFAC), which has the broad 
mandate to develop a sustainable finance market the specific mandate of 
“developing standards for investments to be identified as sustainable.”

2. Canadian Investment Funds Standards Committee (CIFSC) has 
adopted the goal of developing an independent framework for the 
identification and categorization of Canadian responsible investment funds.

3. The Canadian Securities Administrators is expected to release a Staff 
Notice addressing ESG-related investment fund disclosure.

4. CFA Institute has ESG Disclosure Standards for Investment Products.
• Newly released voluntary code which may gain traction

Fund Classification  
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Keep decisions in the hands of plan administrators
• Establish a common understanding of ESG risks and opportunities
• Understand the current degree of ESG integration in the management of the plan’s 

assets to help establish a baseline for monitoring
• Identify ESG considerations to be used as the basis for evaluating investment 

managers inclusion of ESG factors and to help guide investment decision-making
• Properly document preferred approaches and expectations with respect to the 

integration of ESG considerations
Partner with investment managers or service providers
• Communicate expectations regarding the integration of ESG criteria 

to investment managers
• Establish a process for ongoing investment manager reporting and 

evaluation

Where to Start in Your Plan 
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• Beliefs about ESG factors should be developed 
• Start with broad factors and add additional factors 

over time within the investment strategy
• After investment beliefs are articulated and 

legislation reviewed, the detailed investment strategy 
should be developed and documented in the SIPP

• A SIPP can define how ESG considerations may support 
overall plan objectives and constraints  
– Constraints may include factors such as investment time horizon, 

liquidity, opportunity sets and diversification

Establish Beliefs and Update the Plans SIPP

4D-16



The following key criteria when selecting investment managers/
funds can be considered:
• Definition of investment mandate, including benchmark, opportunity set, 

investment style and constraints
• Resources, including cross functional collaboration; ongoing education and training
• Governance structure, clear definition of accountabilities and effective alignment of 

incentives; 
• Security selection process, including investment time horizon; data sources and depth 

of analysis/stress testing
• Portfolio construction
• Active ownership (proxy voting, engagement and potential divestment)
• Alignment with the plan’s overall philosophy and objectives 

Manager Selection and Monitoring Criteria
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ESG Ratings and Greenwashing
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• Backwards looking and quantitative
• Low coverage of fund universe
• Low correlation between providers
• Does not help deal with greenwashing concerns
• Does not reflect intentionality

Challenges With ESG Rating Services
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Variation in ESG Ratings

A fund’s ESG rating is driven by each security’s ESG rating.
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From MIT: 
• Aggregate Confusion The Divergence of ESG Ratings “found the 

correlation among those agencies’ ESG ratings was on average 0.61; 
by comparison, credit ratings from Moody’s and Standard & Poor’s 
are correlated at 0.99.”

• Scope Divergence, Weight Divergence and Measurement 
Divergence are the three main drivers

• Corporate stock and bond prices are unlikely to properly reflect ESG 
performance as investors struggle to accurately identify 
outperformers and laggards

Reason for Rating Differences 

https://mitsloan.mit.edu/ideas-made-to-matter/why-esg-ratings-vary-so-widely-and-what-you-can-do-about-it

4D-21



• Greenwashing originally described misleading claims 
about environmental practices, performance or product, 
but has been used more widely to incorporate ESG 
factors more broadly.

• The phenomenon is not restricted to the investment 
industry, but with the expanding universe of ESG in 
investing, the issue of greenwashing has become more 
prevalent

Greenwashing 
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• Process-based questions to managers help
• Understand what commitments a manager has 

made and monitor progress
• Ask for examples on how a manager is being an 

active owner with voting and engagement

Greenwashing—How to Address  
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• Align your corporate sustainability strategy to your workplace plan(s)
• Know what matters most to your talent
• Understand various approaches to sustainable investing and 

which one(s) make sense for you
• Adopt a formal policy on your approach and document your selection 

of investment options
• Inform members of how the funds available to them integrate 

ESG factors
• Lean on your providers to assist in evaluating your managers' 

ESG integration practices or select sustainability-focused investments
• Understand this is a rapidly evolving space 

What Can You Do Next?
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Three reminders!
1. Session evaluation is available

– On the conference app
– Online at www.iscebs.org/2022symp

2. CEBS designees—Be sure to report your 
Compliance credit.

• Turn in a white ticket as you leave the room.
OR
• Report this session individually at 

www.ifebp.org/myprofile
3. CE credit for other professions (green slip) must 

be turned in as you leave the room.

Thank You!

www.ifebp.org/myprofile

www.iscebs.org/2022symp
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