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Section 1. Purpose of this report

Purpose of this report

The purpose of this report is to review the investment activities and performance
of GCDT assets for 2007. It provides a short assessment (but not an audit) of the
Board’s decisions and its implementation.

The review is followed by a number of key recommendations which should help
to further improve the investment governance of the fund.

As the funds have been provided by the donors for specific purposes (e.g.
biodiversity projects) the trust has to ensure these assets are managed in a
prudent way until they will be used for concrete projects.

The basis of this report is periodic communication between us and the Secretary
General, our attendance at the April 07 Board Meeting in Rome and the following
documents:

GCDT

m  Executive Board Meetings report summaries and minutes, 3-4 April 2007 and
2-4 October

m  Finance and Investment Committee Minutes, 27 July, 7 Sept & 1st Oct 2007
m  “Investment Objectives and Policies”

m  Rules of Procedure of the Executive Board of the Global Crop Diversity Trust
m  Rules of Procedure and Financial Regulations

m Independent Financial Advisor: “Terms of Reference”

m  General information on the website croptrust.org

HSBC

m  Quarterly Investment Reports for the Year 2007
m  Monthly Valuation and Trade Reports for the Year 2007

m  Quarterly UK and European Company Engagement Reports for the Year
2007

m  Discretionary Fund Management Agreement with HSBC
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Message from the UN Secretary-General

Until recently, the role of financial markets in sustainable development was little understood
and widely discounted. The Principles for Responsible Investment have helped to change

this impression.

Launched in April 2006, the Principles are in essence a set of global best-practices for
responsible investment. Rising numbers of institutional investors — from all regions of the world,
representing more than eight trillion dollars in the first year alone — are
embracing them, marking a major advance in mainstream financial markets.
The Principles have quickly become the global benchmark for responsible
investing.

By incorporating environmental, social and governance criteria into their
investment decision-making and ownership practices, the signatories to the
Principles are directly influencing companies to improve performance in
these areas. This, in turn, is contributing to our efforts to promote good
corporate citizenship and to build a more stable, sustainable and inclusive
global economy.

The Principles complement the UN Global Compact, which asks companies
to embed in their strategies and operations a set of universal principles in
the areas of human rights, labour standards, the environment and anti-

corruption. The Principles are also a natural extension of the work of the
UN Environment Programme Finance Initiative, which has helped sensitize capital markets to

the importance of environmental and social issues.

The combined support of the UN Global Compact, the UNEP Finance Initiative and committed
leaders from the investment community has helped to make the Principles a unique initiative
that holds great promise for financial markets and for achieving a wide range of United Nations
objectives. | applaud the leadership of the institutions that have committed themselves to this
undertaking, and urge other investors around the world to join this historic effort.

Ban Ki-moon

UN Secretary-General
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Background

In early 2005 the then UN Secretary-General,
Kofi Annan, invited a group of the world's largest
institutional investors to join a process to develop
the Principles for Responsible Investment (PRI).
Individuals representing 20 institutional investors
from 12 countries agreed to participate in the
Investor Group. They were supported by a
70-person multi-stakeholder group of experts
from the investment industry, intergovernmental
and governmental organizations, civil society and
academia. The process was coordinated by the
United Nations Environment Programme Finance
Initiative (UNEP FI) and the UN Global Compact.

The Principles were launched in April 2006 at
the New York Stock Exchange by the UN
Secretary-General.

Benefits of signing

There are many benefits to signing the PRI.

These include:

B a common framework for integrating ESG issues

B access to examples of good practice from a
global network of peers (including many of
the world's largest institutional investors)

B opportunities to collaborate and network with
other signatories, reducing research and
implementation costs

B reputational benefits from publicly
demonstrating top-level commitment to
integrating ESG issues

B participation in the annual PRI signatory event

B access to a standard reporting and

assessment tool



Implementation support

A professional secretariat has been set up to help signatories implement the Principles.

There are four key support activities.

PRI in Practice Implementation Blog

An-online knowledge base with

implementation resources such as

interviews with key industry practitioners,
book reviews and issues briefs.

PRI Engagement Clearinghouse

A web-based intranet providing
signatories with-a mechanism to share
information and proposals on shareholder
and other engagement activities they are
conducting, or would like to conduct
with other signatories.

PRI in Person Annual Event

This event brings together signatories
once a year to brainstorm implementation
strategies, network and find partners

for collaboration.

Reporting and Assessment Tool

An annual survey of signatory implemen-
tation activities, analysing and identifying
best practice, areas for improvement and
barriers to implementation. As well as

providing signatories with an overview of

what leaders in the field are doing, this tool

helps signatories assess and report on
their own progress.




The Principles for Responsible Investment

As institutional investors, we have a duty to act in the best long-term interests of our
beneficiaries. In this fiduciary role, we believe that environmental, social, and corporate
governance (ESG) issues can affect the performance of investment portfolios (to varying
degrees across companies, sectors, regions, asset classes and through time). We also
recognise that applying these Principles may better align investors with broader objectives
of society. Therefore, where consistent with our fiduciary responsibilities, we commit

to the following:

We will incorporate ESG issues into investment analysis
and decision-making processes.
Possible actions:
B Address ESG issues in investment policy statements
Support development of ESG-related tools, metrics, and analyses
Assess the capabilities of internal investment managers to incorporate ESG issues
Assess the capabilities of external investment managers to incorporate ESG issues

Ask investment service providers (such as financial analysts, consultants, brokers, research
firms, or rating companies) to integrate ESG factors into evolving research and analysis

Encourage academic and other research on this theme

Advocate ESG training for investment professionals

We will be active owners and incorporate ESG issues into our
ownership policies and practices.

Possible actions:

B Develop and disclose an active ownership policy consistent with the Principles
Exercise voting rights or monitor compliance with voting policy (if outsourced)
Develop an engagement capability (either directly or through outsourcing)

Participate in the development of policy, regulation, and standard setting (such as promoting
and protecting shareholder rights)

File shareholder resolutions consistent with long-term ESG considerations
Engage with companies on ESG issues
Participate in collaborative engagement initiatives

Ask investment managers to undertake and report on ESG-related engagement

We will seek appropriate disclosure on ESG issues
by the entities in which we invest.
Possible actions:

B Ask for standardised reporting on ESG issues (using tools such as the Global Reporting
Initiative)

B Ask for ESG issues to be integrated within annual financial reports

B Ask for information from companies regarding adoption of/adherence to relevant norms,
standards, codes of conduct or international initiatives (such as the UN Global Compact)

B Support shareholder initiatives and resolutions promoting ESG disclosure




We will promote acceptance and implementation of the Principles
within the investment industry.

Possible actions:

B Include Principles-related requirements in requests for proposals (RFPs)

B Align investment mandates, monitoring procedures, performance indicators and incentive
structures accordingly (for example, ensure investment management processes reflect
long-term time horizons when appropriate)

Communicate ESG expectations to investment service providers
Revisit relationships with service providers that fail to meet ESG expectations
Support the development of tools for benchmarking ESG integration

Support regulatory or policy developments that enable implementation of the Principles

We will work together to enhance our effectiveness
in implementing the Principles.
Possible actions:

B Support/participate in networks and information platforms to share tools,
pool resources, and make use of investor reporting as a source of learning

B Collectively address relevant emerging issues
B Develop or support appropriate collaborative initiatives

We will each report on our activities and progress
towards implementing the Principles.

Possible actions:

B Disclose how ESG issues are integrated within investment practices
Disclose active ownership activities (voting, engagement, and/or policy dialogue)
Disclose what is required from service providers in relation to the Principles
Communicate with beneficiaries about ESG issues and the Principles

Report on progress and/or achievements relating to the Principles using a ‘Comply or
Explain' approach

B Seek to determine the impact of the Principles
B Make use of reporting to raise awareness among a broader group of stakeholders

1. The Comply or Explain approach requires signatories to report on how they implement the Principles, or provide an explanation
where they do not comply with them.

The Principles for Responsible Investment were developed by an international group of institutional investors
reflecting the increasing relevance of environmental, social and corporate governance issues to investment
practices. The process was convened by the United Nations Secretary-General.

In signing the Principles, we as investors publicly commit to adopt and implement them, where consistent with
our fiduciary responsibilities. We also commit to evaluate the effectiveness and improve the content of the
Principles over time. We believe this will improve our ability to meet commitments to beneficiaries as well as
better align our investment activities with the broader interests of society.

We encourage other investors to adopt the Principles.






