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6 RENGO “Guidelines on Responsible Investment of Workers' Capital”
(Revised)

Introduction

Workers' capital refers to funds that have been contributed by workers and/or on their behalf.
The most representative form is the pension fund.

In the light of the responsibility and authority inherent in workers (their trade unions) as
owners of workers' capital, RENGO Guidelines on Responsible Investment of Workers' Capital
constitute a course for industrial federations of trade unions and company-based trade unions
to practice responsible investment of pension funds and other workers' capital.

Trade unions have the responsibility of faithfully managing workers' capital for the benefit
of only subscribers of pension funds. Especially in the case of public pension funds, the
purpose of fund management is to be “solely for the benefit of the insured.” This means that
responsible investment must be intentionally introduced by workers themselves, as workers are
the subscribers of pension funds and are also entrusted with workers' capital. Also, as a result
of workers' being the final beneficiaries of responsible investment, medium- to long-term stable
returns becomes possible. Therefore, the purpose of responsible investment is not inconsistent
with the principles of related laws and regulations.

1. Definitions

BB “Workers' capital” refers to funds such as pension funds which have been contributed to by
workers and/or contributed to on behalf of workers.

FA ‘Responsible investment” refers to the incorporation of non-financial “ESG (environmental,
social and corporate governance)” factors, in addition to financial factors into investment
decision-making processes, and the exercise of capital owners' rights from the standpoint of
these factors.

*ESG: Environmental, Social, Corporate Governance

2. Purpose and Significance of Responsible Investment of Workers' Capital

ElConsidering that workers (their trade unions) have a substantial influence on companies and
society, directly and indirectly, through the management of workers' capital, they as owners
of workers' capital shall recognize their social and environmental responsibility to exclude
investment that contributes to anti-social corporate conduct and to establish a fair market.

FAThe advancement of responsible investment is to promote socially responsible corporate
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conduct and financial transactions and increase in corporate value. As a result, workers,
who are the final beneficiaries, can secure stable benefits in the medium to long term, as well
as contribute to establishing a fair and sustainable society.

3. Fundamental Principles of Responsible Investment of Workers' Capital

In analysis and decision-making processes of workers' capital, fundamental principles are as

follows:

ENESG, which are non-financial factors, shall be taken into account;

FAThe protection of workers' rights shall be taken into account;

EJEfforts shall be made to exclude speculative investment and to secure medium- to long-term
stable returns;

[AEfforts shall be made to secure transparent management, disclosing investment policies and
technigues of responsible investment;

EDirect and indirect appropriate actions such as dialogue with management and exercising
shareholders' voting rights shall be taken in cases where a company in which workers'
capital is invested is seen to engage in anti-ethical or anti-social conduct;

[[HInvestment managers shall be requested to engage in responsible investment with a view to
making responsible investment the mainstream of the financial market.

4. Possible Actions to be Taken for Responsible Investment of Workers' Capital

Workers (trade unions) shall:

ElDecide on the policies of the management of workers' capital, recognizing their
responsibilities and authority as owners of workers' capital;

FAEngage in dialogue with companies contributing to workers' capital and make concrete the
methods of responsible investment;

ElParticipate in the selection of investment managers, specifying investment policies and
methods of responsible investment, and monitor the outcomes of investment management;
EIMonitor the management of workers' capital to avoid situations where workers' capital is

invested in a speculative manner;

Request for respect of the way of managing pension funds in order to secure stable
medium- to long-term returns and ensure that the financial resources for the provision of
pensions are not unduly impaired;

[ATake appropriate action such as direct or indirect dialogue with the management of the
company and exercising shareholders' voting rights as real shareholders and capital owners
of the invested company;
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FAStrengthen the solidarity between workers (trade unions) through such actions as publicizing
investment policies, investment methods, and/or guidelines of workers' capital (e.g.
establishing “principles concerning responsible investment” ).

5. Procedures for Responsible Investment of Workers' Capital

ElOverall scheme

OWorkers' capital can be broadly divided into “company pension funds,” “public pension
funds,” and “trade union-specific pension funds’

OFor all the types of funds, first organize an approach (e.g. based on “principles concerning
responsible investment”). The major premise is to make decisions on investments. Enter
into the stage of carrying out responsible investment based on this premise. At this
time, there is the need to make clear that making responsible investment does not mean
ignoring investment income.

OAlso, responsible investment cannot be introduced to “‘company pension funds” only by
trade unions. One must bear in mind that prior and post-coordination with companies,
company pension funds, and investment managers is essential.

OAfter recognizing the “principles concerning responsible investment,” have meetings and
consultations between labor and management in the case of a “company pension fund”
and seek to form consensus between labor and management. Afterwards, make revision
of the company pension fund's “principles of investment management” the goal.

OThe next steps are as follows: Study elements of ESG = Study technigues (screening,
integration, employing themes, engagements) = Urge investment manager = Monitoring
after introduction

Olntroducing responsible investment and moving it forward requires working to increase
people's knowledge of pension finances and asset management so that the trade union as
a whole can make appropriate decisions.

KStudy of ESG Elements
OTo utilize workers' capital for responsible investment, it is critical to focus on the following
elements of ESG that contribute to decent work: complying with ILO core labor standards,
such as prohibition of forced labor and abolishment of child labor; application of social
insurance; safety and health; dialogues with workers (trade unions); human resources
development; promotion of women to managerial positions, and promotion of work-life
balance.
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ILO Core Standards

The ILO Declaration on Fundamental Principles and Rights at Work (adopted in 1998 at the
86th Session of the International Labour Conference) commits governments, trade unions and
employer organizations of all Member States to ‘respect, promote and conduct” principles
and rights in four categories, whether or not they have ratified the relevant Conventions.
These categories are: (1) freedom of association and the effective recognition of the right to
collective bargaining, (2) the elimination of forced or compulsory labor, (3) the abolition of
child labor and (4) the elimination of discrimination in respect of employment and occupation.

OHowever, which elements to focus on, by what methods, and with what amounts of capital
to distribute depend in reality on the coordination between the company, the company
pension fund, the fund manager, etc. Thus, it is not a problem to seek to make the focus
concrete as responsible investment advances in discussion and implementation.

OAlso, as a standard for selecting the pension fund manager, choose investment
management companies that indicate their subscription to responsible investment in a
broad sense, such as by adopting the United Nations Principles for Responsible Investment
(PRI, the Principles for Financial Action for the 21st Century, and/or Japan's Stewardship
Code. It is desirable that this is the starting point for further concrete efforts on selecting
the pension fund manager.
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