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ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG) RELATED DISCLOSURES OF 

UAB “I ASSET MANAGEMENT” 

2022-01-01 

 

This disclosure is made to comply with the requirements of Regulation (EU) 2019/2088 of the European 

Parliament and of the Council of 27 November 2019 on sustainability‐related disclosures in the financial 

services sector (hereinafter – SFDR). 

1. INTEGRATION OF SUSTAINABILTY RISKS INTO INVESTMENT DECISION MAKING 

PROCESS 

In accordance with Article 3 of SFDR, this disclosure provides information on UAB “I asset management” 

(hereinafter – IAM) policy on the integration of sustainability risks in its investment decision-making process. 

1.1. Sustainability risk 

Sustainability risk means an environmental, social or governance event or condition that, if it occurs, could 

cause an actual or a potential material negative impact on the value of the investment. IAM is committed to 

putting sustainability as one of the most important component of its investment process over the time to reflect 

its support for actions aimed at climate issues and changing market requirements. The relevance, severity, 

materiality and time horizon of ESG factors can differ significantly by the alternative investment fund (AIF). 

Sustainability risk can occur through different risk types, including standard risks such as market, liquidity, 

credit, etc. Sustainability risks may impact the investee company’s/target’s capacity to generate enough income 

to cover its obligations or may interrupt its ability to grow and/or perform daily operations. 

We consider sustainability risks can be classified into four key categories of risks: 

(a) transitional risk, e.g. decreased demand for carbon-intensive products and services or increased 

production costs due to changing input prices, changes in valuations due to stricter policy changes, 

regulation, increased taxation and other measures aiming at reducing emissions; 

(b) physical climate risk e.g. decreased production capacity due to supply chain perturbations, lower sales 

due to demand shocks or higher operating or capital costs, reduced collateral due to physical risks. 

Physical risk which is the highest and most material can be split into two categories: (a) acute – event-

driven physical risks, including the increased severity of extreme weather events such as cyclones, 

hurricanes or floods or (b) chronic – longer-term shifts in climate patterns. 

(c) policy and legal risks associated with changing climate-change regulation. Consequently, sustainability 

risk factors may have a material impact on investment target held by an AIF, it may increase volatility 

and may result in a decrease or complete loss of value; 

(d) stakeholder management risk – broad range of positive and negative factors, traditionally considered 

non-financial that can impact the company’s operational effectiveness and resilience as well as its public 

perception, and social license to operate. For example, labour rights and community relations. 

Examples of sustainability risks considered by IAM depending on the strategy of the AIF include: 

Environmental risks 

• weather events: the risk of physical damage to company’s assets that arises from weather events such 

as wildfires, storms or floods. Such natural phenomenon could lead to business disruption and losses, 

and reduce the value of financial instruments related to the affected company; 
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• long-term shifts in climate: the risk of physical damage to company’s assets that arises from longer-

term shifts in the climate such as increasing mean temperatures and rising sea levels. Valuations of 

residential and commercial property in vulnerable areas may be reduced as a result; 

• regulatory/policy changes: the risk of policy changes which increase the cost of doing business. 

Environmental regulations could demand increased standards of operating which are costly to implement 

or could introduce new taxation laws which decrease profitability; 

• consumer behaviour: the risk of behavioural change in consumers following the emergence of 

disruptive technologies and price-competitive greener solutions which shift sentiment and societal 

preferences; 

• reputational damage: the risk of reputational damage following an event that negatively impacts the 

environment (e.g. water pollution) and leads to mass selling of investments related to the issuer. There 

could also be regulatory fines as a result of the event which further detracts from the issuer’s assets. 

Social risks 

• lack of diversity: the risk of lack of diversity and inclusion representation across senior management 

and boards which leads to a narrow corporate strategy and weaker long-term performance; 

• lack of engagement: the risk of failing to engage and retain the best people, thereby reducing a key 

source of competitive advantage; 

• consumer preferences towards social issues: the risk of changing consumer preferences following 

increased awareness of social issues, such as labour practices, environmental impacts and community 

relations; 

• reputational damage and fines: the risk of reputational damage following an event that negatively 

impacts customers and may also lead to regulatory fines. These events could include areas such as 

product safety, customer welfare and data security. 

Governance risks 

• board independence: the risk of weak senior management structure and lack of board independence. 

This can lead to sub-optimal oversight, corporate strategy and risk management, which can be amplified 

following critical incidents or in periods of stress; 

• compliance with requirements: the risk of reputational damage after failing to adhere to regulatory 

requirements, tax requirements or standard accounting practices, in addition to any related financial 

penalties; 

• remuneration: the risk that weak remuneration structures may contribute to inappropriate risk taking; 

• reporting and transparency: the risk of poor reporting and transparency or low business ethics and 

conduct which could mask indicators of the above-mentioned risks. 

1.2. Integration of sustainability risks into decision making process 

IAM ESG Policy is designed to identify, manage and monitor within investment decision making process 

ESG events that are considered to be most relevant to the AIFs managed by IAM and that could have a material 

negative impact on the value of the investment targets. 

Where IAM is not comfortable with the level of risk, including sustainability risk, posed by an investment, 

relevant steps shall be taken to mitigate and manage that risk which may include divestment from a particular 

investment. 

Sustainability risks shall be identified, managed and monitored for each AIF under IAM’s management in 

accordance with the requirements of Risk Management Policy and the ESG Policy also taking into account the 

nature of the investment strategy (active, passive, etc.). 

Identification process: 
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(a) General: sustainability risk shall be identified and assessed with regards to each AIF as part of the risk 

management process. Assessment of these risks is done relative to their materiality (i.e. likeliness of 

impacting returns of the investment) and alongside with other risk assessments (e.g. liquidity, credit, 

etc.); 

(b) Data and tools: sustainability risk assessment and identification are specific to the asset class and to the 

objectives of the AIF. Managers of AIF may access material sustainability insights through analysis from 

internal research teams coupled with third-party data. This data ranges from broad ESG scores and 

rankings to indicators of physical climate risk, reputational risk or employee sentiment; 

(c) Disclosures: the prospectus of each AIF shall have a sustainability risk section and provide the 

description of key sustainability risks or the explanation of their absence where relevant. Other AIF 

documents shall also include sustainability risk description in accordance with the legal requirements, 

where relevant; 

(d) Checklist: depending on the strategy of the AIF, investment managers may apply the non-exhaustive 

ESG Risk Checklist (Annexed to the ESG Policy) to alleviate risk identification process. 

Management/mitigation: if ESG risk is determined, materiality-based ESG risk assessment shall provide a 

backward- and forward-looking assessment of material ESG risks based on which key risk indicators (KRIs), 

qualitative or quantitative, shall be determined and monitored where feasible. Management and mitigation of 

risks may vary depending on the strategy of each AIF (active, real estate, etc.). For passive strategies IAM shall 

normally apply negative screening criteria. 

Monitoring: sustainability risks and imposed KRIs (if any) shall be reviewed periodically at least once per 

year in line with the Risk Management Policy requirements. 

Investment Process 

(a) Different investment styles and asset classes: how sustainability considerations are sourced, assessed, 

and incorporated may vary with portfolio objective, investment style, and asset class; 

(b) Integration of ESG risk assessment into different strategies: IAM follows a principles-based and widely 

accepted structure, governance, and tools that enable investment teams/AIF managers to have ownership 

over their ESG integration approach per each AIF they are involved in: 

Active Strategies (e.g. Private Equity) (PRI model) 

 

Passive Strategies 

Passive strategies shall normally assess risks by applying a negative screening – the process of finding 

companies that score poorly on ESG factors relative to their peers.  

For Real Estate Strategies (PRI model) 
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NOTE: for the detailed explanation, risk profile, risk identification and management of each particular AIF 

the investor shall refer to the AIF documents (rules, articles of association, prospectus, AIFM law Art. 18 

information document) and/or enquire IAM. 

2. INTEGRATION OF SUSTAINABILITY RISKS INTO REMUNERATION POLICY 

In accordance with Article 5 of SFDR this disclosure provides information on IAM policy on the integration 

of sustainability risks into remuneration policy. We explain that variable compensation shall be reviewed upon 

maturity of the pay-out and shall be adjusted taken into account the overall results, determined level of risks of 

AIF and mistakes made by a particular receiving person, including, but not limited to the consideration of 

sustainability risks that may be determined for a specific AIF. 

3. STATEMENT ON DUE DILIGENCE POLICIES WITH RESPECT TO PRINCIPLE ADVERSE 

IMPACT (PAI) 

In accordance with Article 4(1) of SFDR this disclosure provides information on IAM policy on consideration 

of principles adverse impact (PAI) of investment decisions. In general, IAM considers PAI for those AIFs 

which are classified as either “light green” (SFDR Art. 8) or “dark green” (SFDR Art. 9) AIFs. 

Due diligence policy with respect to PAIs 

Identification and prioritization of PAIs and indicators 

(a) For all AIFs where IAM considers PAIs (notably “light green” or “dark green” AIFs), IAM shall seek to 

identify PAIs as per the Draft SFDR RTS list of mandatory and non-mandatory indicators and shall seek 

to collect information on a best-effort basis with regards to identified PAIs; 

(b) For non-ESG AIFs (notably “traditional” AIFs) IAM may identify PAIs but is not necessarily identifying 

SFDR mandatory and non-mandatory PAIs as per the Draft SFDR RTS. 

Framework of identification and prioritisation of PAIs: 

(a) Highest priority – monitoring whether the target or investee company is compliant with the UN Global 

Compact principles; 

(b) Second priority – assessing whether the target or investee company is associated to a sector with high 

risk of providing a detrimental impact on the environment and society (exemplary list of exclusion may 

be used as a guidance – Annex to ESG Policy); 

(c) Third priority – collecting information of whether the target or investee company have controversies 

resulting in an adverse impact from the environmental, social and governance perspective; 

(d) Each AIF may have their own ESG policy where PAI identification and prioritization is specified; 

(e) IAM identifies and monitors PAIs through the data collected via variety of available sources depending 

on the strategy and assets of the particular AIF, for example, in-house research and analysis, third-party 

analysis, available databases, expert insight, etc. ESG policy of each AIF may indicate specific sources 

of data collection for identification of PAIs. 
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Description of PAIs 

(a) UN Global Compact 

IAM shall perform checks for each investee company or target with regards to breaches of each AIF where 

PAIs are considered on the following principles: 

Human Rights 

Principle 1: Businesses should support and respect the protection of internationally proclaimed 

human rights; and 

Principle 2: make sure that they are not complicit in human rights abuses. 

Labour 

Principle 3: Businesses should uphold the freedom of association and the effective recognition of the 

right to collective bargaining; 

Principle 4: the elimination of all forms of forced and compulsory labour; 

Principle 5: the effective abolition of child labour; and 

Principle 6: the elimination of discrimination in respect of employment and occupation. 

Environment 

Principle 7: Businesses should support a precautionary approach to environmental challenges; 

Principle 8: undertake initiatives to promote greater environmental responsibility; and 

Principle 9: encourage the development and diffusion of environmentally friendly technologies. 

Anti-Corruption 

Principle 10: Businesses should work against corruption in all its forms, including extortion and 

bribery. 

 

(b) Sector Exclusion 

Sector monitoring includes either the general scope of sectors indicated in the exemplary list of exclusions 

(Annex to the ESG Policy) or a list of exclusions approved for a particular AIF. Mandatory exclusion and 

restriction applicable only to “light green” or “dark green” AIFs. 

(c) Controversy monitoring and exclusion 

For AIFs considering PAIs, IAM shall collect information regarding controversies of targets or investee 

companies based in their intensity. IAM shall assess target’s involvement in incidents with negative ESG 

implications (controversies). 

The controversy intensity level is ranked from 1 (lowest intensity) to 5 (highest intensity): 

Category 5 – Severe The event has a severe impact on the environment and society, posing serious 

business risks to the company. This category represents exceptionally 

egregious corporate behavior, high frequency of recurrence, very poor 
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management of ESG risks, and a demonstrated lack of willingness by the 

company to address relevant risks. 

Category 4 – High The event has a high impact on the environment and society, posing high 

business risks to the company. This rating level represents systemic and/or 

structural problems within the company, weak management systems and 

company response, and a recurrence of incidents. 

Category 3 – Significant The event has a significant impact on the environment and society, posing 

significant business risks to the company. This rating level represents 

evidence of structural problems in the company due to recurrence of incidents 

and inadequate implementation of management systems or the lack thereof. 

Category 2 – Moderate The event has a moderate impact on the environment and society, posing 

moderate business risks to the company. This rating level represents low 

frequency of recurrence of incidents and adequate or strong management 

systems and/or company response that mitigate further risks. 

Category 1 – Low The event has a low impact on the environment and society, and risks to the 

company are minimal or negligible. 

 

Monitoring and mitigation of PAIs for “light green” or “dark green” AIFs 

(a) Frequency: the monitoring of PAIs is completed on an ongoing basis, however at least once year and is 

a fundamental part of the investment process. This involves identifying and monitoring material or likely 

to be material PAIs across holdings of AIFs. 

(b) External assistance: in addition, IAM may instruct an external provider to perform a regular review of 

investee companies and targets we invest in against the ten principles outlined by the UN Global 

Compact and related standards, including the Organisation for Economic Cooperation and Development 

(OECD) Guidelines for Multinational Enterprises and the UN Guiding Principles on Business and 

Human Rights. 

(c) Monitoring outcomes and decisions: where monitoring highlights that a holding may not be operating in 

a responsible manner, IAM shall research these concerns and clearly justify why it is comfortable to 

continue investing in the company. To the extent possible, IAM and AIF managers shall engage regularly 

with companies on material challenges, to address identified concerns and possible means of mitigation 

of PAIs. If there are serious concerns that a company is persistently failing to tackle these issues and 

acknowledge the wider impact of their actions, IAM may consider divesting. 

Engagement policies 

IAM understands its ability to create positive change by being active owners, which involves monitoring the 

investments and identifying ESG issues, strategic problems or opportunities for improvement, engaging with 

management teams or investment/property managers, voting at general meetings. 

The monitoring and engagement process shall include where relevant: 

(a) voting policy: detailed in the Investment Decision Making Policy; 

(b) discussions with management with the aim to pursue ESG matters: depends on the strategy of each AIF; 

(c) communication with other stakeholders and collaborations where feasible: monitor emerging issues, 

regulatory developments, concerns of key stakeholders, as well as best practices relating to ESG 

management. 

Adherence to responsible business conduct codes and internationally recognised standards 
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IAM shall consider where appropriate and reasonable to guide its activities in relation to ESG taking into 

consideration established international standards and practices. The most important ones IAM is considering 

are the following: 

UN Global Compact Principles https://www.unglobalcompact.org/what-is-

gc/mission/principles  

UN Guiding Principles on Business and Human Rights GuidingPrinciplesBusinessHR_EN.pdf 

(ohchr.org) 

Signatory of Principles for Responsible Investment (PRI). 

As a signatory IAM has made a commitment to its six 

principles: 

Principle 1: We will incorporate ESG issues into investment 

analysis and decision-making processes. 

Principle 2: We will be active owners and incorporate ESG 

issues into our ownership policies and practices. 

Principle 3: We will seek appropriate disclosure on ESG 

issues by the entities in which we invest. 

Principle 4: We will promote acceptance and 

implementation of the Principles within the investment 

industry. 

Principle 5: We will work together to enhance our 

effectiveness in implementing the Principles. 

Principle 6: We will each report on our activities and 

progress towards implementing the Principles. 

What are the Principles for Responsible 

Investment? | PRI Web Page | PRI (unpri.org) 

 

https://www.unglobalcompact.org/what-is-gc/mission/principles
https://www.unglobalcompact.org/what-is-gc/mission/principles
https://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
https://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
https://www.unpri.org/about-us/what-are-the-principles-for-responsible-investment
https://www.unpri.org/about-us/what-are-the-principles-for-responsible-investment

