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ESG INTEGRATION APPROACH 

• All our stock selection decisions begin with a clearly defined positive impact thesis, which proactively and systematically 
integrates environmental, social and governance (ESG) considerations. 

• In pursuit of long-term growth of capital, the fund seeks positive environmental or social impact and to outperform the 
benchmark. We maintain a focus on companies that we believe offer positive impact today and underappreciated impact 
in the future, together with sustainability and robustness in their future earnings and cash flow growth, fertile industry 
structure and compelling management quality, and expert capital allocation. Company fundamentals, including the 
consideration of environmental, social, and governance factors, play a critical role in the stock selection process. 

• Credible ESG solutions require investment and we have been building capability in the field of ESG integration and 
responsible investing for a number of years in order to fully embed ESG within our investment process. Our philosophy is 
that ESG factors cannot be separate or a tangential part of a traditional investment thesis; they have to be integrated 
alongside fundamental factors to create the best outcome for clients. 

• The process of ESG integration takes place on three levels: first, as our fundamental and responsible investment 
research analysts incorporate ESG factors into their analysis; second, as we use T. Rowe Price’s proprietary 
Responsible Investing Indicator Model (RIIM) analysis at regular intervals to help us understand the ESG characteristics 
of single stocks and the aggregate portfolio; and third, as the portfolio manager integrates ESG considerations within the 
investment thesis and portfolio construction process himself. 

• Our ESG specialist teams also provide investment research on ESG issues at the company level and on thematic topics. 
Additionally, they have built tools to help proactively and systematically analyze the environmental, social, and 
governance factors that could impact our investments. The foundation of the analysis is a proprietary flagging tool called 
the Responsible Investing Indicator Model (RIIM). It covers around 15,000 companies and pulls from data sets that may 
not form a part of traditional financial analysis. 

• It is important to reiterate that our impact universe is formed through careful screening by our Responsible Investment 
team to focus our stock picking on material and measurable impact candidates, understanding ESG factors as we form 
our perspectives. We incorporate our team’s forward-looking perspective on positive impact to our quantifiable 
understanding of the past, in order to understand the future direction of change. Deep research resources are needed to 
embrace this complex challenge, but we have invested on behalf of our clients. 

RECENT COMPANY ENGAGEMENTS 
 
We maintain a regular dialogue with the management teams of companies represented across the portfolio. Our investment-
driven engagement program frequently identifies targets through our proprietary RIIM analysis, governance screening and 
analysts’ fundamental research. While we engage with companies in a variety of different contexts, ESG engagement focuses on 
learning about, influencing or exchanging perspectives on the environmental practices, corporate governance or social issues 
affecting their business. 
 
While most of the meetings we hold with company managements will include some discussion of ESG topics, we differentiate 
meetings held with a heavy focus on ESG, meaning ESG issues were the sole items on the agenda or made up a meaningful part 
of the meeting. Agenda items are classified as “meaningful” when they take up a significant portion of the meeting or are a 
significant factor in the investment case. 
 
The following are selected examples of recent engagements with companies held in or considered for the portfolio. The examples 
are not meant to be representative of every engagement held, but to illustrate the types of ESG engagements we are having with 
the managements of our investment companies. 
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PG&E (1st Quarter 2023 Engagement) 

Focus Environment 

Company 
Description 

PG&E holds interests in energy-based businesses, including Pacific Gas and Electric, a public utility 
which operates in California.  

Engagement 
Objective We engaged with PG&E on its climate-related disclosure and management of wildfire risk. 

Participants 
From PG&E: Investor Relations representatives; Deputy General Counsel and Corporate Secretary; 
Head of Sustainability, Compensation representative 

From T. Rowe Price: Head of Governance, Responsible Investing Analyst 

Engagement 
Outcome 

The engagement allowed us to provide feedback on PG&E’s Climate Strategy Report, which was 
published in June 2022. We also sought to gain a better understanding of PG&E’s wildfire programs—
we believe wildfire risk is the most material ESG risk the company faces.  

We shared our view on PG&E’s Climate Strategy Report, which we found very helpful overall, and that it 
was encouraging to see the company setting 2030 emission reduction targets covering scope 1-3 
emissions1. 

We highlighted the importance of publishing data on avoided emissions, providing real world key 
performance indicators (KPIs) to track.  

We also shared our view that it would be helpful for the company to provide greater detail on its climate 
scenario analysis. PG&E is working on a more in-depth climate vulnerability assessment which it 
intends to publish in 2024. We will monitor its publication as a next step. 

In December 2022, PG&E was removed from the California Public Utilities Commission’s (CPUC’s) 
enhanced oversight program. The company was placed on the program in April 2021 as a result of its 
vegetation management practices in 2020 and the commission felt that PG&E had since addressed 
these specific concerns.  

PG&E also received its 2022 wildfire safety certificate (meaning that it has the ability to access the 
wildfire fund if needed) and its undergrounding program, while still in its early stages, is on track for this 
year.  

We provided feedback on the company’s Climate Strategy Report and made suggestions on ways to 
further improve its climate-related disclosures and real-world impact KPIs. The company provided us 
with an update on its wildfire mitigation measures and its undergrounding program. We were pleased to 
hear that it had addressed the CPUC’s concerns regarding vegetation management and had 
consequently been removed from the CPUC’s enhanced oversight program. 

1 Scope 1 (direct emissions from owned or controlled sources), scope 2 (indirect emissions from the generation of purchased 
electricity, steam, or cooling), scope 3 (all other indirect emissions). 

 

 

 

 

 

 

 

 

 

 

 

 
The specific securities identified and described do not represent all of the securities purchased, sold, or recommended for the Fund, 
and no assumption should be made that the securities identified and discussed were or will be profitable. T. Rowe Price may have 
ongoing business and/or client relationships with the companies mentioned in this report. 

 
 



T. Rowe Price Global Impact Equity Fund As of 31 March 2023 

    

 
Lonza Group (4th Quarter 2022 Engagement) 

Focus Environment, Governance 

Company 
Description Lonza is a contract manufacturer of drugs and biologics based in Switzerland.  

Engagement 
Objective 

We engaged with the company to discuss product quality management, environmental topics, and 
governance. 

Participants 
From Lonza: Chairman of the Board of Directors  

From T. Rowe Price: Head of Governance, EMEA and APAC; Equity Analyst; Responsible Investing 
Analyst   

Engagement 
Outcome 

We engaged with Lonza to provide feedback on ESG disclosure and emissions targets, conduct due 
diligence related to a recent environmental controversy, and discuss select governance items. The 
company has a generally strong track record on product quality but disclosure on the topic is weaker 
than its peers. It will introduce a customer satisfaction metric from 2023, which will address some of the 
disclosure gap. We suggested that Lonza could report additional quantitative key performance 
indicators (KPIs) detailing quality certifications, inspections, or training data. We also suggested that the 
company include quality management and customer satisfaction as top priorities in the materiality 
matrix, which is now dominated by environmental topics.  

Lonza was reluctant to increase its emissions reduction targets or set longer-term, net-zero goals when 
we engaged with them in 2021. However, the company now plans to reset its 2030 ambitions and set 
science-based emissions goals. It also plans to review its targets annually to make sure they are in line 
with best practice. For scope 1-2 emissions1, we imparted our view that best-in-class targets from peers 
typically target a roughly 50% absolute reduction in emissions in the decade to 2030, provide clear 
visibility on the trajectory to a net-zero goal longer term, and are Science Based Targets initiative 
(SBTi)-validated. 

Regarding the environmental controversy, Lonza in 2021 made a provision of 285 million Swiss francs 
to remediate a landfill site in Gamsen, Switzerland. A news report stated that the company vastly 
underestimated the cost of remediation and that 1 billion francs was the correct number. Lonza’s chair 
contested the report and said that the original provision resulted from extensive talks with local 
authorities and outside experts. Though the full cost of the remediation could increase, the company 
was comfortable with the existing provision and will start remediation efforts in 2023.  

On the governance front, Lonza explained the rationale for two new board appointments in 2022. No 
new appointments or changes to the remuneration framework are expected to be presented at the 2023 
annual general meeting. 

The engagement allowed us to impart our views on how Lonza could further improve its ESG disclosure 
(namely on quality management) and best practices for emissions targets. It also allowed us to 
conclude that management was appropriately managing the Gamsen landfill matter in accordance with 
local standards. Looking ahead, we will monitor for the inclusion of new customer satisfaction KPIs, 
improved quality management disclosures, and science-based emissions targets.  

1 Scope 1 (direct emissions from owned or controlled sources), scope 2 (indirect emissions from the generation of purchased 
electricity, steam, or cooling), scope 3 (all other indirect emissions). 

 
 
 

 

 

 

 

 

 

 

 

The specific securities identified and described do not represent all of the securities purchased, sold, or recommended for the 
Fund, and no assumption should be made that the securities identified and discussed were or will be profitable. T. Rowe Price 
may have ongoing business and/or client relationships with the companies mentioned in this report.  
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IMPORTANT INFORMATION 
Equity Trustees Limited (“Equity Trustees”) (ABN 46 004 031 298 AFSL 240975) is a subsidiary of EQT Holdings 
Limited (ABN 22 607 797 615), a publicly listed company on the Australian Stock Exchange (ASX:EQT). Equity 
Trustees and T. Rowe Price Australia Limited ("TRPAU") (ABN: 13 620 668 895 and AFSL: 503741) are, 
respectively, the responsible entity and investment manager of the T. Rowe Price Australian Unit Trusts. Available 
in Australia for Wholesale Clients only and in New Zealand for Wholesale Investors only. 

A Target Market Determination for each T. Rowe Price Australian Unit Trust (or class of units in a Trust) is available 
here (www.eqt.com.au/insto [eqt.com.au]). A Target Market Determination is a document which is required to be 
made available from 5 October 2021. It describes who the financial product is likely to be appropriate for (i.e. the 
target market), and any conditions around how the product can be distributed to investors. It also describes the 
events or circumstances where Equity Trustees Limited, the responsible entity of the T. Rowe Price Australian Unit 
Trusts may need to review the Target Market Determination for the financial product. 

Past performance is not a reliable indicator of future performance. The price of any fund may go up or down. 
Investment involves risk including a possible loss to the principal amount invested. For general information 
purposes only, does not take into account the investment objectives, financial situation or needs of any particular 
investor. For further details, please refer to each fund's product disclosure statement and reference guide which are 
available from Equity Trustees (www.eqt.com.au/insto) or TRPAU (www.troweprice.com.au)/(www.troweprice.nz). 

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; 
however, we cannot guarantee the sources' accuracy or completeness. There is no guarantee that any forecasts 
made will come to pass. The views contained herein are as of the date noted on the material and are subject to 
change without notice; these views may differ from those of other T. Rowe Price group companies and/or 
associates. Under no circumstances should the material, in whole or in part, be copied or redistributed without 
consent from T. Rowe Price. 

© 2023 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn 
Sheep design are, collectively and/or apart, trademarks of T. Rowe Price Group, Inc. 
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