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Purpose
This document outlines the governance framework under
which Uniting Financial Services (“UFS”) intends to issue
and manage Sustainability Bonds that are aligned to the
Sustainable Development Goals (SDG Bonds). As sustainable
capital markets continue to evolve, UFS retains the right to
make changes to this document (Framework) over time to
remain in line with market best practice. We welcome
feedback on our approach from all market participants.
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Introduction to
Uniting Financial
Services

For more than 80 years UFS and its predecessors have
invested funds to generate income for the Uniting Church
in Australia’s Synod of NSW and the ACT (“the Synod”),
thereby contributing to the Uniting Church’s mission and
service to communities in need, as well as supporting
church life and congregations. See appendix for more details

Uniting Financial Services is the trading
name of the Treasury and Investment
Services (“TIS”) division of the Synod.
UFS is not a corporatised financial
services company nor a bank. It’s a
religious charitable organisation made
up of two Uniting Church entities: The
Uniting Church (NSW) Trust Association
Limited (“UCTAL”) and The Uniting
Church in Australia Property Trust
(NSW) (“UCAPT”).
UCTAL operates as the treasury for
Uniting Church entities and organisations
that operate in NSW and the ACT. It
sources funds and undertakes investments,
which include loans to organisations
of the Uniting Church. UCTAL holds our
AFSL (292186) for non-cash payment
products, the provision of general advice
and the offering of managed investment
funds to wholesale investors.
UCAPT holds the assets of The Uniting
Church in Australia, Synod of NSW
and the ACT. It also offers products and
services to individuals and non-Uniting
Church organisations who are looking
to promote religious and charitable
initiatives but are not motivated solely
by profit when it comes to making an
investment decision.
UFS operates under a s.911A Corporations
Act 2001 (Cth.) authorisation and pursuant
to APRA Banking Exemption No. 1 of 2017
and ASIC Regulatory Guide 87 and ASIC
Corporations (Charitable Investment
Fundraising) Instrument 2016/813
exemptions. None of The Uniting Church
in Australia, UCAPT and UCTAL is
prudentially supervised by APRA.

Therefore, investments with or
contributions to these Uniting Church
organisations do not receive the benefit
of the Financial Claims Scheme or the
depositor protection provisions in the
Banking Act 1959 (Cth.).
Although therefore exempt from having
to comply with certain banking regulations,
the Board has determined that it is
prudent and appropriate that UFS
operates as if it were required to comply.
This resolution not only ensures that
UFS represents a sound treasury and
investment provider for Uniting Church
organisations, but also means that
significant disruption to UFS’ operations
is unlikely in the event the exemptions
were ever lifted.
As a religious charitable development
fundraiser, the assets, income and
surplus generated by UFS must be
applied exclusively to and for the
Synod’s religious and charitable
activities. (This includes ethical,
SDG-focussed investment activities.)
All financial services and products
provided by UFS are designed for
investors who wish to promote religious
and charitable purposes and for whom
profit considerations are not of primary
importance in their decision to invest.
Risk Management requirements are
outlined in the APRA Risk Management
Standards covering matters such as
liquidity, credit, operational, outsourcing
and risk framework. UFS complies with
these standards as appropriate.
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Business model
The economic logic of UFS’ business
is the profitability of our core margin
business. This is supplemented by a
managed funds offering, generating
fee income.
The largest and core component is a
commercial bank style of business,
with a balance sheet that consists of
deposit-style debentures and capital on
the liability side, invested in a portfolio
of low risk financial assets.

• Debentures are mostly sourced from
Uniting Church organisations, but
approximately 12% are from UCAPT
which issues debentures to members
of the public.

• The assets held on balance sheet include
marketable securities, direct property
(being divested, with only one remaining),
a book of commercial property loans and
some loans to Uniting Church organisations.
All investments are managed in accordance
with the Ethical and ESG Investment
Policy, aligned with the UN SDG.
As at 30 June 2019 the balance sheet
was A$1.174 bn in size, with net assets
of A$138 mn.

The managed funds arm of our business
was expanded in 2017 by the launch of
the Ethical Diversified Fund. Along with
the Ethical Australian Equity Fund, UFS
has just over A$400 mn in funds under
management. Investors are almost
entirely Uniting church organisations,
with only a couple of small external
unit holders at present.
In total, therefore, UFS has approximately
A$1.6 bn in funds under management.
Governance for UFS is provided by the
Treasury and Investment Services Board
of the Synod. Although the responsibilities
of TIS are a little broader than those of
UCTAL, members of the TIS Board are
concurrently appointed as Directors of
UCTAL. This is often referred to simply
as the UFS Board. Management is headed
by an Executive Director, who is also a
member of the Board. The UFS Board has
a skills-based membership, with a focus
on banking, investment, property and
risk management skills. At least half the
Directors are required to be members of
the Uniting Church, but appointment as
a Director always requires capacity to
provide one of the key skills needed for
the effective functioning of the Board.

Our vision

UFS has a vision to be a leading provider of
ethical investments and financial services, not
only within the Uniting Church, but across the
Not-for-Profit sector.
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Our mission

Our values

UFS’ Mission Statement is:

Our overriding value statement is that:

Disciplined ethical
investment with a heart
for the Church’s mission.

Everyone we deal with should expect the best of us in all situations.

Delivery of this mission results in
several key outcomes:

• A consistent, growing distribution
to the UCA Synod of NSW & ACT;

• A steadily building capital base to ensure
a sustainable endowment for the future;

• Our balance sheet will be deployed
to support worthy, viable mission
undertakings;

• Provision of ethically managed
investments that support the activities
of UCA and other partners;

• Sound advice to church organisations
so that their investments support
vibrant leadership and transformative
community engagement.

In particular we value:

• Integrity - We will be honest, ethical, trustworthy and consistent in all our dealings.
• Compassion - We will be sincere in caring for others, supportive of our customers,
our staff, our communities and the Church.

• Professionalism - We are dedicated to working competently, efficiently and
effectively, focussing on what’s important for our mission and striving for financial
solutions which are in the best interests of the Church.

• Openness - We will share knowledge and information with each other in a timely
manner, while maintaining appropriate confidentialities; we will be receptive to new
ideas and will give and receive constructive feedback.

Our strategic goals
Preserve and protect the funds entrusted to us:

• We will optimise returns by managing our investors’ funds professionally, prudently,
ethically and profitably, appropriately managing risk.

• We will work towards distributing the maximum prudent surplus to the Church each year.
• We will build our capital base to ensure a sustainable endowment for the Church’s future.
Deliver quality service

• We will provide cost-effective and technologically up-to-date ethical financial products,
services and distribution to meet the changing needs of our investors and borrowers.

• Our financial advice to the Church will be based on sound risk management principles
and a desire to help to sustain gospel mission activities.
Build strong relationships

• Through open communication, clear accountability, a strong focus on ethical investments
and living our values we will build strong relationships with staff, the Uniting Church,
service providers and other stakeholders.
Innovation

• We are eager to innovate across all of our activities, open to taking new roads
and challenging accepted wisdom.
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Commitment to the SDG’s
From its formation in 1977, the Uniting
Church in Australia has governed its
financial investment decisions by an
ethical investment policy as a practical
outworking of the Church’s beliefs and
values. The first formal policy document
was written in 1980 and outlined what
in today’s terminology encompassed
environmental, social and governance
principles. Both negative screens and
positive characteristics for investments
were included.
That document has evolved in NSW and
ACT into the Synod’s Ethical and ESG
Investment Policy (“the Policy”), which
governs UFS’ investments in every asset
class. The principles in the Policy are
largely unchanged from that 1980
document, meaning that UFS has been
investing for almost 40 years in a manner
that can now be shown to be aligned to
the SDG’s. That alignment is discussed
in the following section of this document,
setting out the UFS SDG Bond Framework.
UFS therefore has socially responsible
investment, and achievement of
sustainable development goals, in its
corporate DNA. The Policy is not only
a working document, but an overview
of our identity as an investment business,
captured in our Vision to be a leading
provider of ethical financial and
investment services within and beyond
the Uniting Church. We don’t only see
investing as a way of funding “good things”,
but we desire that our investments
themselves have an impact that makes
the world a better place.

UFS now seeks to further its mission to see the world develop
in a sustainable and responsible manner through this program
of SDG Bonds.
The funds raised by the issue of SDG Bonds will be a liability on the UFS balance
sheet, supporting our investment in assets which will generate a benefit for
investors in accordance with the SDG goals.

UFS SDG Bond Framework
The United Nations’ Sustainable Development Goals (“SDGs”) are the blueprint
to achieve a more sustainable future by addressing global challenges. Further
information on the SDGs can be found here.
This Framework sets out the process by which UFS intends to issue and manage
SDG Bonds on an ongoing basis.
Because all assets on the UFS balance sheet are invested in accordance with the
Synod’s Ethical and ESG Investment Policy, alignment of the Policy with the UN SDGs
means that UFS’ entire balance sheet is identified for the allocation of proceeds from
UFS’ SDG Bonds.
The Framework and Eligible Assets are consistent with the International Capital
Market Association (ICMA) Sustainability Bond Guidelines (SBG) which encompass
both the Green Bond Principles (GBP) and Social Bond Principles (SBP). Eligibility
criteria for Eligible Assets are set out below under Use of Proceeds.
The SBG, GBP and SBP are voluntary process guidelines that are accepted as the
main guidelines for issuance of Sustainability Bonds in capital markets globally.
Assurance has been provided on this Framework, to ensure accordance with the
ICMA SBG.
The Framework covers four key components as detailed in this document:
1

Use of Proceeds

2

Process for Project Evaluation and Selection

3

Management of Proceeds

4

Reporting
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Use of proceeds
Proceeds from the issuance of UFS
SDG Bonds will be used to fund general
balance sheet investments and growth
in the balance sheet. Given the close
alignment of the ethical investment
principles governing UFS’ activities with
the SDGs, the proceeds of the SDG Bond
issue will also serve towards delivering
the SDGs, which are summarised in the
following diagram:

Project evaluation
and selection

The Ethical Investments
Monitoring Committee

The UFS Balance Sheet invests in a
diversified portfolio which is actively and
ethically managed. It offers the potential
of relatively stable, risk adjusted returns
above cash. It achieves this through the
use of active management of both the
asset allocation and of individual asset
classes, within a robust risk management
framework. Ethical management is
undertaken in accordance with the
Ethical and ESG Investment Policy of the
Uniting Church in Australia Synod of NSW
& ACT (“the Policy”). The policy of the
Synod is to avoid making investments
which encourage or profit from activities
which create goods or services that have
unacceptable harmful effects on people or
the environment which cannot be
avoided by prudent, practical controls.
This involves both screening out certain
activities that are excluded under the
Policy as well as intentionally seeking
investments that have positive
environmental or social impacts, while
delivering returns consistent with the
overall objectives of the Board of UFS.

An Ethical Investments Monitoring
Committee (“EIMC”) has been established
to oversee the implementation of the
Policy. Membership of the EIMC is drawn
from both UFS and Uniting (NSW & ACT).
Uniting is the social services arm of the
Synod, whose activities include advocacy
on environmental and social issues.
The Executive Director of UFS is Chair
of the EIMC and UFS provides
secretariat services.
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The role of the EIMC is to:
a.	Undertake research into
individual investments
b.	Review investment portfolios
of Uniting Church bodies
Details of the EIMC’s functions in relation
to investments made by UFS these include:

• Seeking advice and information from an
ethical perspective about any entities
held in UFS portfolios.

• Being alert to issues in the public domain
that concern companies in which shares
or securities are held.

• Make and review specific policies where
more detailed assessment is required
in order to appropriately implement
the Policy.

• Maintain a list of assets deemed not
appropriate for Church bodies to hold
because they infringe these Principles –
which may be known as the Excluded
Investments List or similar.

• Advise investing bodies in the Church
when an investment is in the negative
category and has been placed on the
Excluded Investments List.

The purpose of portfolio review is not
to take over UFS’ investment decisionmaking. Rather, the EIMC is responsible
for providing advice on the compliance
of UFS portfolios with the Principles
contained in the Policy.

Investment management
The process for UFS’s investment and
balance sheet management is governed
by the Investment Committee of the
Board. The Investment Committee provides
the formal forum for communication
between the Board and Management of
UFS in relation to strategic investment
issues, including review of Strategic
Asset Allocation for balance sheet and
managed funds.
In relation to the SDGs specifically, a key
role of the Investment Committee is in
relation to the appointment and review
of external, third party, managers of any
asset class on the UFS balance sheet. As
well as the investment process for active
or passive portfolio management, the
Committee assesses external managers
for their experience, capacity and
willingness to manage their asset class
in accordance with the Uniting Church’s
ethical policy. The due diligence process
used in manager selection thus includes
key questions about these matters.

• Advise all investing bodies in the Church
of decisions by the Committee in regard
to particular investments.
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Indicative eligible asset categories
All asset classes will be invested in line with the Ethical and ESG Investment Policy of the Uniting Church (NSW & ACT), which is
aligned to the Sustainable Development Goals. The Policy outlines 14 ethical investment principles. These Principles are aligned to
the Sustainable Development Goals as indicated in the diagram below.
The Church does not wish to encourage or profit from activities which create goods or services that have unacceptable harmful
effects on people or the environment which cannot be avoided by prudent and practical controls. Such activities include those that:
Ethical Investment Principles
1

Contribute to the serious inhibition of human rights, either in Australia or overseas;

2

Result in discrimination in employment or education on the basis of race or gender;

3

Fraudulently market or deceitfully advertise products or activities;

4

Entice the poor into financial over-commitment;

5

Exploit the poor through unfair housing arrangements;

6

Exploit underprivileged person by providing wages or working conditions that
are significantly below the accepted norms in the society in which the activity
is undertaken;

7

Denigrate, or hold up to ridicule, individuals or groups in a manner inconsistent with
the dignity of the person as affirmed in the Christian faith. These include activities
which express racist, sexist, or ethnic slurs or promote discrimination or hatred;

8

Damage the health of human beings (physically and relationally) even when
used in moderation, for example through the activity being highly addictive;

9

Participate in, enable or encourage, the illegal evasion of the payment of taxes;

10

Are known not to comply with the appropriate Australian Regulations regarding
pollution control or, in an international context, do not comply with acceptable
international minimum standards;

11

Are dependant upon the destruction or wastage of non-renewable resources,
for which viable alternatives exist and are generally accepted as feasible by
the community;

12

Involve substantial damage to the environment – adverse change which is not
made good, nor proposed to be made good, at the conclusion of the activity;

13

Create or perpetuate excessive reliance on militarism;

14

Engage in the manufacture of armaments or means of mass destruction,
other than those that would reasonable be required in internationally
accepted law enforcement.

Alignment to SDGs
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An example of a positive impact from UFS’s investments can be seen from our
investment in, Port Botany SDG 9 & 16.
An example of a negative screening impact is the restriction on investing in companies
that are involved in the direct extraction of fossil fuels, having an impact on SDG 13.
Asset class breakdown alignment
Asset Class

Strategic Target Range (1-2 years)

Treasury Assets

35% to 45%

Lending

45% to 65%

Growth Assets

0% to 10%

Each of these asset classes’ exposures
will be assigned a score under our
policy and the Ethical and ESG Scoring
Methodology. This score will be created
by using an external consultants/the ISS
CAER ratings system, either directly/
explicitly or through application of a
scoring system created by UFS, but
closely aligned to the ISS CAER scoring
style, which are not currently captured
by that group (see EY assurance).
The ISS CAER system uses 12 rating
bands – four broad bands from D to A,
within which there are 3 levels, as
shown in the following diagram:

ISS CAER system
D-

D

D+

C-

C

C+

B-

B

B+

A-

A

A+

Methodology Document has been prepared to support a scoring system:
1 Equities – ISS CAER methodology
2	Fixed Interest – ISS CAER methodology
3	Property – UFS methodology linked to ISS CAER Scoring Style
4	Infrastructure – UFS methodology linked to ISS CAER Scoring Style
5	Lending (Church and Commercial) – UFS methodology linked to ISS CAER Scoring Style
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Exclusions

Assurance

The Church does not wish to encourage
or profit from activities which create
goods or services that have unacceptable
harmful effects on people or the
environment which cannot be avoided by
prudent and practical controls. Therefore,
whilst not limited to these, UFS does not
invest in the following broad categories:
Tobacco, Armaments Pornography or
Gambling. More detailed assessment of
exclusions and our policy can be found
at: www.unitingfinancial.com.au/
wp-content/uploads/2018/10/UnitingChurch-Ethical-and-ESG-InvestmentPolicy_June-2016-FINAL.pdf

Ernst and Young has been engaged
by UFS to provide reasonable assurance
over the proposed use of funds raised
through the issuance of the SDG Bond.

Management of proceeds
UFS commits to tracking the receipt
and use of proceeds from UFS SDG Bond
issuance via internal reporting systems.
UFS will maintain a register of Eligible
Assets and their allocation of proceeds.
UFS intends to fully allocate proceeds
raised from UFS SDG Bonds following
issuance.
UFS does not intend to have any
unallocated proceeds. UFS intends
to allocate the funds towards general
balance sheet purposes which is in line
with the Ethical and ESG Investment
Policy of the Church which is aligned
to the Sustainable Development Goals.

Ernst and Young will provide preissuance assurance – proving reasonable
assurance over whether the proposed
bond, including the UFS SDG Bond
Framework, meets the requirements of
the Sustainability Bond Guidelines (SBG).
Post issuance assurance – Providing
reasonable assurance over whether the
bond within 12 months of issuance of
the bond including the UFS SDG Bond
Framework meets the requirements
of the SBG.

Contacts
Warren Bird
Executive Director
Matthew Moore
Head of Ethical Investments
Ian Perry
Chief Financial Officer
Phone 8267 4300

Annual reporting over bond reporting
for the tenor of the bond – Reasonable
assurance that the bond including
UFS SDG Bond Framework continues to
meet the requirements of the SBG on an
annual basis commencing one year after
the initial post issuance assurance.

Reporting
UFS recognizes the importance
of being transparent and making
publically available the following
reporting information for investors
on the UFS website: www.
unitingfinancial.com.au/about-us/
our-story/financial-statements/

UFS monitors daily all balance sheet
• Framework – at time of first issuance
exposures and reports monthly to the
under this Framework (and as updated
Board its compliance with the Ethical
or amended)
and ESG Investment Policy. In addition
to this the Ethical Investments Monitoring • Assurance statements – at initial
Committee meets at a minimum of
issuance and subsequent to issuance
three times a year to review all
(within a year from issuance date),
portfolio holdings.
and annually thereafter
A methodology document has been
established that outlines how each of
our exposures will assessed, including
a scoring system of each holding, asset
class and entire portfolio holdings. In
addition to this UFS is a signatory of the
UN Principles of Responsible Investing,
where it reports annually.

• Use of Proceeds Report – annually
(this will be in line with UFS
financial reporting)

• Consolidated Impact reporting
where applicable, e.g. at least twice
throughout the life of the bonds
on issue
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Appendix
The Uniting Church was formed in 1977 from a union of the Methodist, Presbyterian and Congregational denominations.
The Uniting Church in Australia is established by a federal Act, the national body being called The Assembly. Within States and
Territories, the legal existence of the UCA is established via Acts that set up the relevant Property Trusts, such as UCAPT in NSW
and a similar smaller Property Trust in the ACT.
The mission of the Uniting Church and its governance arrangements are set out in a document called the Basis of Union. The Basis
of Union sets out the three Councils of the Church, with Synods being the Council that operates the Property Trusts and oversights
& supports the other Councils within State borders. The other councils are congregations (at the local level) and Presbyteries
(regional bodies with oversight of congregations within their region)
The Synod of NSW & ACT has established four key ministry activities, each under the oversight of a Board that is accountable to the
Synod. One of these ministry areas is Treasury and Investment Services, which operates under By-laws approved by the Synod that
set out its role and responsibilities.
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ISS CAER – description
ISS CAER has been a fixture of the Australasian responsible investment market since 2000. The team, based locally in Canberra,
works closely with investors to leverage ESG research and data to create coherent and risk-managed outcomes for their investment
portfolios. In February 2019, CAER was acquired by ISS ESG, the responsible investment arm of Institutional Shareholder Services
Inc. (“ISS”) and a leading provider of environmental, social, and governance solutions for asset owners, asset managers, hedge
funds, and asset servicing providers. ISS ESG is supported by more than 350 professionals located across ISS’ global offices,
including some 230 Research, Data and Analytics team members located in Australia, Europe, Asia, and North America.
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Call 8267 4300 or visit
unitingfinancial.com.au

Level 2, 222 Pitt Street
Sydney NSW 2000
PO Box A2178
Sydney South NSW 1235

