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a) Summary 

The PATRIZIA Low Carbon Core Infrastructure Fund (the "Fund") promotes environmental characteristics but 
does not have as its objective sustainable investment.  

The Fund applies a maximum (or ‘well-below’) 2°C warming pathway approach, with the aim of all investments 
being compatible with this pathway to net zero emissions by 2050. As a result of this process, its holdings will 
have a low exposure to carbon emissions relative to the broader listed infrastructure sector.  A reference 
benchmark has not been designated for the purpose of attaining this environmental characteristic.   

The Fund seeks to provide investors with exposure to high quality infrastructure assets with stable cash flow 
generation.  The investment strategy is designed to provide investors with a less volatile return profile than 
broad equity markets, and a return of OECD CPI +5%p.a. over a 5-year time horizon.  The Fund’s investment 
universe is comprised of listed infrastructure and utility stocks which meet the Investment Manager’s 
definition of ‘core infrastructure’. From these, 30-60 high quality stocks are selected, and held at equal weight. 

The Fund will have a minimum of 90% of holdings aligned with a science-based maximum (or ‘well-below’) 2°C 
warming pathway. As at 30 September 2022, 96.7% of investments are aligned with the maximum 
2°C warming pathway approach promoted by the Fund (the non-aligned portion is the cash allocation). 

The Fund will have a minimum of 25% of holdings aligned with economic activities that qualify as 
environmentally sustainable under the EU Taxonomy, as measured by revenue. As at 30 September 2022, 
35.1% of the Fund is aligned with the EU Taxonomy criteria for environmentally sustainable activities, based 
on revenue.  

The Fund’s holdings are monitored daily for any contraventions of global norms such as the UN Global 
Compact, and any ESG controversies. Company results and reports are analysed when they are released, 
typically on quarterly or semi-annually, and annually for sustainability reporting.  A formal annual ESG analysis 
is also undertaken for each stock, with the results reported in the annual Sustainability Report for the Fund. 
This includes carbon data analysis, revenue/capex checks on harmful activities, board independence and 
governance scoring, reporting on the proxy voting record and engagements, and reporting on norms-based 
screening. 

Primary sustainability indicators that the Fund considers measuring its holdings maximum 2°C warming 
pathway compliance: 

i. Current and forecast GHG emissions (scope 1,2 &3) of investee companies 

ii. GHG intensity of investee companies 

iii. Alignment of investee company GHG emissions reductions with sector based [well-below] 2°C 
warming GHG emissions reduction pathways 

iv. Exposure to companies active in the fossil fuel sector 

v. Share of non-renewable energy consumption and production 

Sustainability factors, including the indicators for adverse impacts in Table 1 of Annex I, are taken into 
account through the stock selection process are measured to ensure that E/S characteristics promoted by 
the product are met.  This is primarily an exclusion process, with stocks found not to be compliant with a 
maximum 2°C warming pathway, or found to be in unremedied breach of global norms, excluded from the 
Fund.  Indicators are also used in engaging with investee companies.  Indicators are monitored at least 
annually (in line with the annual reporting of investee companies).  Any material change to an indicator is 
investigated with further action taken if appropriate. 

The Fund uses the following data sources and processing: 

i. ISS ESG 



 

3 

ii. Bloomberg 

i. Moody’s ESG Solutions 

iii. Climate Disclosure Project (CDP) reporting 

iv. Company reporting 

Data availability for Scope 3 emissions is the main limitation of the Fund’s GHG data analysis. Scope 3 
emissions can also be defined differently by sector and may not capture all facilitated emissions.  

Data for other environmental and social factors such as water use, biodiversity impacts and waste recycling 
are not yet reported on by most investee companies. 

As part of control and monitoring process, when adding a new stock to the Fund, PATRIZIA undertake a 
detailed ESG assessment of the company including the stranded asset risk analysis and terminal value 
evaluation of underlying assets. The stock is only added if it satisfies all measures, and it is expected to be 
aligned with the maximum 2°C warming pathway over the long term. 

PATRIZIA engages with investee companies on a range of issues, including environmental, social and 
governance issues. PATRIZIA intends to continue build on the progress already made by expanding on our 
engagement activities, including increasing direct engagement with companies, and continuing to participate 
in pooled engagement platforms. 

No index is designated as a reference benchmark to attain the environmental or social ("E/S") characteristics 
promoted by the Fund. 

 

b) No sustainable investment objective;  

The Fund promotes environmental or social characteristics, but does not have as its objective sustainable 
investment. The Fund will, however, have a minimum proportion of 90% of sustainable investments. 

Assessments of investments against the "Do No Significant Harm" (or "DNSH") requirements are conducted 
with global norms-based assessment of each stock, which includes environmental breaches and 
controversies. Proprietary research and engagement is also undertaken should any investment be flagged for 
controversy. The Fund will not invest in any company that has been involved in violations of the UNGC 
principles or OECD Guidelines for Multinational Enterprises. 

DNSH evaluations are also cross-checked against other independent data and research providers such as 
Bloomberg.  

With regard to global warming, the Fund applies a maximum (or ‘well-below’) 2°C warming pathway approach, 
and companies not considered able to meet this pathway are excluded from the Fund. 

Sustainability factors, including the indicators for adverse impacts in Table 1 of Annex I, are considered 
through the stock selection process. This is primarily an exclusion process, with stocks found not to be 
compliant with a maximum 2°C warming pathway, or found to be in an unremedied breach of global norms, 
being excluded from the Fund.  Indicators are also used in engaging with investee companies.  Indicators are 
monitored at least annually (in line with the annual reporting of investee companies).  Any material change to 
an indicator is investigated with further action taken if appropriate.   

The Fund also considers Table 1 indicators for adverse impacts on sustainability factors relating to social and 
employee matters.  These metrics and any related controversy are assessed as part of the stock selection 
process. These indicators are also used in engagements with investee companies.  

Company disclosure of the majority of items in Table 2 is not currently available. 

Company disclosure of the majority of items in Table 3 is not currently available. 
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c) Environmental or Social (“E/S”) characteristics of the financial product; 

The Fund promotes the following environmental and/or social characteristics: 

i. Low exposure to carbon emissions in investee companies; 

ii. Alignment of Fund holdings with the maximum 2°C warming pathway. This approach recognises that 
companies that can adjust over time to regulatory policies and market changes necessary to meet 
targets designed to limit global warming to below 2°C will be less subject to stranded asset risk and 
the loss of investor capital. This assessment is made from a quantitative assessment of asset carbon 
intensity, and a qualitative assessment of the likely utilisation of infrastructure assets under the scenario 
that global carbon emissions are progressively reduced to net zero by 2050. 

iii. Integration of sustainability risks: the third factor contributing to whether the Fund will be considered 
to be attaining the environmental and/or social characteristics it promotes will be through the 
performance of climate change scenario modelling of the investment universe.  

 

d) Investment strategy;  

The Fund seeks to provide investors with exposure to high quality infrastructure assets with stable cash flow 
generation. The investment strategy is designed to provide investors with a less volatile return profile than 
broad equity markets.   

The Fund’s investment universe is comprised of listed infrastructure and utility stocks which meet the 
Investment Manager’s strict definition of ‘core infrastructure’. In determining whether a stock can be 
considered ‘core infrastructure’ and is suitable for inclusion in the Fund’s investible universe, the Investment 
Manager will take into account the following four primary criteria which apply to the operations and assets of 
the stock being assessed: 

1. Stable operational cash flows; 

2. High capital cost, high operating margins (as measured by the value of the asset base relative to 
operating earnings, and by the earnings before interest and tax (EBIT) margin. Operating margins will 
typically be greater than 20% unless there is regulated or effectively regulated cost pass through to 
an end market); 

3. Inflation hedge (as assessed by the ability of the company to pass through increased costs 
directly to increased revenue. This can be an explicit regulatory allowance or a function of the 
company’s market position); and 

4. Assets with monopoly characteristics, (as evidenced by natural monopoly assets such as 
geographically isolated transmission pipelines), or long-term contracts in place (such as long-term 
concession for the provision of passenger rail services granted by governments). 

As a result of applying this definition, the investment universe will generally comprise of stocks operating in 
the following industries: utilities (excluding independent power producers and energy traders), toll roads, 
airports, oil and gas pipelines and storage, railroads, satellite infrastructure and telecommunications towers. 

From this investment universe, the Investment Manager will select 30 to 60 stocks based on an assessment 
of their quality (taking into consideration factors such as rates of return, margin stability and debt levels), their 
value (measured by factors such as enterprise value relative to operating earnings, share price relative to net 
earnings per share, and dividend yield), and of sustainability risks and opportunities. The Fund incorporates 
both a specific carbon intensity analysis and broader sustainability factor analysis into the investment process.  
The selected stocks will be held at approximately equal weight within the Fund. 
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The Fund will not invest in companies which generate or facilitate greenhouse gas emissions it considers are 
not compatible with a maximum 2 degree warming pathway, or which have plans to increase greenhouse gas 
emission intensity. This approach recognises that companies that can adjust over time to regulatory policies 
and market changes necessary to meet targets designed to limit global warming to below 2°C will be less 
subject to stranded asset risk and the loss of investor capital. This assessment is made from a quantitative 
assessment of asset GHG intensity, and a qualitative assessment of the likely utilisation of infrastructure 
assets under the scenario that global carbon emissions are progressively reduced to net zero by 2050. 

For example, for companies which operate power generation facilities, this includes an emissions intensity per 
unit of output (tons of GHG per megawatt hour) that remains below credible maximum 2 degree warming 
pathways for power generation, or the company has committed to a science based emission reduction target 
that is set at well below a 2 degree maximum warming pathway.  

In addition to the maximum 2 degree warming pathway application to stock selection, the Fund will not invest 
in companies which: 

- derive 5% or greater revenue from the exploration, mining, extraction, transportation, distribution or 
refining of thermal coal or provision of dedicated equipment or services related to thermal coal.  

o For freight railroad companies that may be involved in the transport by rail of thermal coal, 
the 5% of revenue threshold may be raised to 10% if the company has committed to a science-
based emission reduction target that is set at well below a 2°C maximum warming pathway.  

- derive 5% or greater revenue from the exploration, extraction, refining and transportation or provision 
of dedicated equipment or services related to conventional or unconventional oil  

o For freight railroad companies that may be involved in the transport by rail of conventional or 
unconventional oil, the 5% of revenue threshold may be raised to 20%, if the company has 
committed to a science-based emission reduction target that is set at well below a 2 degree 
maximum warming pathway.  

- derive 5% or greater revenue from the exploration, extraction, refining and provision of dedicated 
equipment or services (excluding transmission and distribution) related to conventional or 
unconventional natural gas (including but not limited to shale gas, tar sands gas and arctic drilling).  

- For companies that derive more than 5% of revenue from the transmission and distribution of natural 
gas, these may be considered if the company has either:  

o committed to a science-based emission reduction target that is set at well below a 2°C 
maximum warming pathway, or  

o has more than 15% of capital expenditure dedicated to contributing activities as defined by 
the EU Taxonomy, or activities that clearly contribute to environmental or social objectives or 
the Sustainable Development Goals (SDGs).  

- derive 30% or more of revenues from the exploration, extraction, refining and provision of dedicated 
equipment related to uranium, including nuclear power generation 

The Fund may underperform or perform differently relative to other comparable funds that do not promote 
environmental and/or social characteristics. 

The Investment Manager conducts research and due diligence in order to ensure that companies that the Fund 
invests in follow good governance practices. The governance practices of the investee companies are 
assessed through proprietary research, supplemented with data from third-party providers.  This assessment 
is made for all new portfolio inclusions, and the entire portfolio on an annual basis. 

The Fund will seek to invest in companies that actively promote and support:  

• Workforce diversity  



 

6 

• Voluntary unionisation of labour  

• Development of deprived areas  

• Positive engagement with and support of local communities  

• Prevention of modern slavery or the use of child labour 

• Fair and prompt payment of taxes, in accordance with the letter and spirit of local laws  
     

e) Proportion of investments used to meet E/S characteristics; 

The Fund will have a minimum proportion of 90% of investments meeting the environmental sustainability 
objective.  

As at 30 September 2022, 96.7% of Fund investments are aligned with the maximum 2°C warming 
pathway approach promoted by the Fund, with the remainder being cash. 

In addition, the Fund will have a minimum proportion of 25% invested in economic activities that qualify as 
environmentally sustainable under the EU Taxonomy.  

As at 30 September 2022, 35.1% of the Fund is aligned with the EU Taxonomy, based on revenue. 

Minimum Proportion of investments used to meet E/S characteristics 

 

f) Monitoring of E/S characteristics  

The Fund’s holdings are monitored daily for any contraventions of global norms such as the UN Global 
Compact, and any ESG controversies. Monitoring of investee companies against the maximum 2°C warming 
pathway is conducted annually.  Company results and reports are analysed when they are released, typically 
on quarterly or semi-annually, and annually for sustainability reporting.  An annual ESG analysis is also 
undertaken, with the results reported in the annual Sustainability Report for the Fund. This includes carbon 
data analysis, revenue/capex checks on harmful activities, board independence and governance scoring, 
reporting on the proxy voting record and engagements, and reporting on norms-based screening. 

 

g) Methodologies; 

Primary sustainability indicators that the Fund considers when measuring its holdings’ maximum 2°C 
warming pathway compliance are: 

 Current and forecast greenhouse gas ("GHG") emissions (scope 1, 2 &3) of investee 
companies; 

 Current and forecast GHG intensity of investee companies; 

Investments

#1

>90%

Aligned with E/S

characteristics

#1A

>90% Sustainable

>25% Taxonomy Aligned

>65% Other 
Environmental

#2 

<10% Other 
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 Current and forecast alignment of investee company GHG emissions reductions with 
sector based well-below 2°C warming GHG emissions reduction pathways; 

 Exposure to companies active in the fossil fuel sector; and 
 Share of non-renewable energy consumption and production. 

The pathway currently applied is the International Energy Agency’s Sustainable Development Scenario ("SDS"). 
This scenario lays out a pathway for the decarbonisation of several sectors, in line with the Paris Agreement 
objective of “holding the increase in the global average temperature to well below 2°C above pre-industrial 
levels and pursuing efforts to limit the temperature increase to 1.5°C above pre-industrial levels”.  

The IEA sector specific pathways include carbon intensity of power generation, measured as CO2 equivalent 
grams per kilowatt hour of power produced (CO2e/kWh). This has been applied as a threshold for the 
companies in the Fund with power generation operations. The SDS also includes a natural gas demand 
scenario, which has been applied to the Fund’s exposures to gas infrastructure, and transportation sector 
scenarios while are applied to road, rail and aviation infrastructure. 

The Fund’s holdings are monitored daily for any contraventions of global norms such as the UN Global 
Compact, and any ESG controversies, using a third-party service provider and proprietary research. 

The Fund will also conduct climate change scenario modelling of the investment universe. 

  

h) Data sources and processing  

Data sources include: 

 ISS ESG - Emissions data, norms-based screening and research, governance analysis  

 Bloomberg – Emissions data, financial information, DNSH screening 

 Moody’s ESG Solutions - Physical climate change risk analysis 

 Carbon Disclosure Project – Emissions data 

 Company reporting - Emissions data, other sustainability metrics, financial information, governance 
data including gender diversity, gender pay gap and executive remuneration 

 Maximum 2°C warming pathways: the ‘well-below’ 2°C equivalent pathways published by the 
International Energy Agency, Transition Pathways Initiative, and Science Based Pathways Initiative. 

 Emissions factors as published by the US Environmental Protection Agency and the Australian 
Government National Greenhouse Accounts 

Data Quality 

Raw GHG emissions data from various sources is crosschecked for consistency and accuracy. Should material 
discrepancy between sources arise, PATRIZIA will calculate an estimate based on asset capacity, fuel use or 
fuel throughput, and embedded emissions factors as published by the US Environmental Protection Agency 
and the Australian Government National Greenhouse Accounts and use this to determine the appropriate 
figure.  

Norms-based and controversy screening provided by ISS ESG is cross-checked through daily news service 
screening by PATRIZIA to ensure no material information is missed. 

Governance data provided by third parties is crossed checked against investee company Annual Reports and 
other disclosures to ensure consistency and quality. 
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How the Data is Processed 

This data is then combined with investee company reported emissions reductions targets, are is used to 
calculate the emissions intensity of the investee company’s operations, and the investee company’s current 
and forecast alignment with the maximum 2°C global warming pathways. 

Governance data is assessed annually, and as part of the proxy voting process, in determining how the Fund 
will vote of general meeting resolutions. 

Norms based and controversy screening is run daily and investigated further should any new cases arise.  
 

i) Limitations to methodologies and data;  

Scope 3 emissions data availability is the main limitation of the Fund’s E/S data. Disclosure of scope 3 
emissions by companies is improving, but still limited, particularly for the industries that have very high scope 
3 emissions.  Where a company has not reported this data, PATRIZIA has used the estimate provided by ISS 
ESG, and where this is not available, has calculated an estimate based on asset capacity, fuel use or fuel 
throughput, and embedded emissions factors as published by the US Environmental Protection Agency and 
the Australian Government National Greenhouse Accounts. 

Data for other environmental and social factors such as water use, biodiversity impacts and waste recycling 
are not yet reported on by most investee companies. Data constraint is one of the biggest challenges when it 
comes to providing sustainability related information to end-investors, especially in the case of principal 
adverse impacts of investment decisions. There are also limitations on sustainability and ESG-related data 
provided by market participants on comparability. These disclosures may develop and be subject to change 
due to ongoing improvements in the data provided to, and obtained from, financial market participants and 
financial advisers to achieve the objectives of SFDR in order to make sustainability-related information 
available. 

 

j) Due diligence  

All Fund holdings are screened for any breaches of global standards, conventions, and norms. These include 
the UN Global Compact, OECD Guidelines for Multinational Enterprises, ILO Tripartite Declaration of Principles, 
UN Draft Human Rights Norms for Business, UN Guiding Principles on Business and Human Rights, and other 
sector or theme specific standards. 

As part of control and monitoring process, when adding a new stock to the Fund, PATRIZIA undertake a 
detailed ESG assessment of the company including a ‘do no harm’ assessment, a stranded asset risk analysis 
and terminal value evaluation of underlying assets. The stock is only added if it satisfies all measures, and it 
is expected to be aligned with the maximum 2°C warming pathway over the long term. Likewise, if PATRIZIA 
think that a particular stock held in the Fund is not meeting or is expected to move away from the maximum 
2°C warming pathway, PATRIZIA will engage with the relevant company to raise concerns, and conduct further 
analysis. If it is confirmed that the relevant company is not able to meet the maximum 2°C warming pathway, 
its stock will be sold out of the Fund. 

If the stock is considered to have breached any of the ESG requirements or factors, the team will conduct 
internal research and prepare a paper addressing the issue including any actions taken by the investee 
company to mitigate the threshold breach, and a recommendation on whether the position should be 
maintained or sold. In addition, PATRIZIA may also engage with the company to raise our concerns. If the 
decision is to sell, the Fund’s position in the stock will be divested as soon as practicable. 

k) Engagement policies  

PATRIZIA engages with investee companies on a range of issues, including environmental, social and 
governance issues. PATRIZIA intends to build on the progress already made to-date by expanding on its 
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engagement activities, including increasing direct engagement with companies, and continuing to participate 
in pooled engagement platforms. 

Engagement is undertaken directly with an investee company if a sustainability issue arises. If not resolved, 
further action may include divestment, voting against the re-election of current board members, or continued 
engagement, depending on the severity of the issue and the relevant company’s response.   

PATRIZIA engages directly with companies via letter or email or by meeting with senior management on a one-
to one basis or in a small group setting.  Issues raised included climate change related risks and disclosures 
including reporting in line with Task Force on Climate-related Financial Disclosures (TCFD), Carbon Disclosure 
Project (CDP), EU Taxonomy and other initiatives, board diversity, corporate and financial strategy, and long-
term investment and business plans. 

In addition to PATRIZIA's direct engagement with investee companies, PATRIZIA also participates in the 
collaborative engagement platform of the UN backed Principles of Responsible Investment (PRI) and the 
collaborative engagement program run by ISS ESG.  By collaborating with other investors, the interests of 
Fund investors can be given greater weight, by communicating with investee companies alongside greater 
collective assets under management. 

As the universe of potential investments for the Fund is relatively small, and assets with problematic ESG 
issues are already excluded from the Fund, there is often little overlap between Fund holdings and industry 
collaboration efforts. Despite this, PATRIZIA continues to work with as many industry participants it can, and 
endeavours to play an active role where it can. 

 

l) Designated reference benchmark   

No index is designated as a reference benchmark to attain the E/S characteristics promoted by the Fund. 


