
1 

value-square.be 

 

 

VALUE SQUARE: ESG POLICY 
 
 
 
 
 
 
 
 
 
  
  

  

Purpose Policy Objectives, procedures and operation  

Effective leader responsible for the content  Wim Descamps  
   
   

Overview of the revisions            

Date of the revision  Version Author DC Approval  Board 
Validation  

Comments  

01/03/2017 1  AM 27/10/2020 N/A  Basic version 

1/12/2018 2  AM 27/10/2020 N/A Excl. carbon  

20/10/2020  3  ESG COM  27/10/2020 N/A Update  

11/12/2020  4  COMPL  18/12/2020   N/A Nuclear energy 

10/03/2021 5 COMPL  N/A Update 

07/04/2021 6 ESG COM  N/A Update 

  
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



2 

value-square.be 

 

 

Environment, Social and Governance Policy  

 

 
Introduction  

Value Square NV (hereinafter: VS) is an asset manager that provides asset management (investment) 
and advise services in regards to its own in-house funds. As such, through their investments, the in-
house funds of VS are owners of various companies which may offer opportunities to  influence 
companies’ operations. 

 

In order to comply with legislation and to provide information to investors so that informed 
investment decisions can be made, VS, as portfolio manager of Value Square Fund, is obliged to 
disclose information on how it deals with sustainability.  

 

A sustainable investment is defined as an investment in an economic activity that contributes to the 
achievement of an environmental or social objective, as measured by indicators listed in EU 
legislation. 

 

VS does not promote Value Square Fund (hereinafter: VSF) as an investment product with 
environmental or social characteristics. It is important to note that Value Square Fund does not take 
into account the EU criteria for environmentally sustainable economic activities. The reason for this is 
VS cannot meet the EU standard that allows one to speak of sustainable investment.  

 

It is also important to note that VS  does not consider principal adverse impacts of investment 
decisions on sustainability factors at the current moment. Sustainability factors are environmental, 
social and employee matters, respect for human rights, anti‐corruption and anti‐bribery matters. 

 

The reason for this is that no final regulatory technical standards (RTS) have been published by the 
European legislator. As a result, there is a lack of clarity about the correct method to consider 
principal adverse impacts of investment decisions on sustainability factors. Value Square NV intends 
(best-effort commitment) to consider principal adverse impacts of investment decisions on 
sustainability factors within 2 years from the publication of the final RTS and to publish a due 
diligence policy in this regard. 

 

However, VS does employ a fundamental ecological and social safeguard as explained in this policy 
and the stricter ESG Policy of VSF Equity World.  
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Purpose and objective 

VS is committed to maximizing long term risk adjusted returns for its clients and believes that 
investing in sustainable businesses is complementary to this. The key objective behind carrying an in-
depth research on all relevant environmental, social and governance aspects, is to look for possible 
issues that might escalate into incidents and endanger the value of investments. At VS, we rely on 
analysing the performance on several Environment, Social and Governance (hereinafter: ESG) criteria 
and on the commitment of the management in continually improving such performance. By 
integrating the ESG risk analysis with our investment decision-making process, we analyse any factor 
that might potentially impact the long term returns on our investment. VS believes that executing an 
independent and in-house research enables our asset managers to take an unbiased judgement call 
on potential sustainability risks associated with investments. 

 

The underlying principles for Value Squares ESG policy stem from the United Nations Global 
Compact* and the United Nations Principles for Responsible Investment**. They can be consulted in 
the addendum to this policy, (infra, ‘Addendum’).  

 

 
Policy 

Any investment or potential investment consideration shall comply with the following standards: 

1. Shall not be a part of the exclusion list. VS will not knowingly invest in: 

a. Companies operating business in anti-personnel mines, cluster munitions, depleted 
uranium. 

b. Companies that meet the exclusion criteria as described in the implementation section 
(infra, ‘Guidelines and implementation’).  

2. Analysis of the present and historical performance of the companies for ESG indicators set out 
by the asset management team of VS and described later in this document. The basis for such 
research shall be public disclosures, media releases or company publications. 

3. Undertake a series of ownership and engagement steps to minimize any risks arising out of 
sustainability or governances’ incidences. 
 
 
Guidelines and implementation  

ESG Integration: VS is committed to pursuing the UN PRI principles, by integrating the following ESG 
procedures with our investment procedures: 

 
Exclusion criteria 
VS will not invest in:  
1. UN Global Compact violations 
VS concurs that companies have a fundamental responsibility in meeting certain minimum standards 
in areas of human rights, labour, environment and anti-corruption. The 10 principles of UN global 
Compact lay these minimum requirements and VS is committed to excluding companies that are in 
violation of any of these principles. We, inter alia, refer to the exclusion list of Norges Bank Investment 
Management (https://www.nbim.no/en/the-fund/responsible-investment/exclusion-of-companies/) 
for companies that are in violation of UN global Compact principles. 
 
2. Weapons 
2.a. Controversial Weapons  

https://www.nbim.no/en/the-fund/responsible-investment/exclusion-of-companies/
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In line with the Belgian Law Mahoux, VS shall have no investments in a company involved in 
controversial weapons industry. VS refers to the external research provided by ISS Ethix for this. ISS 
Ethix, screens about 20000 companies worldwide and provides a list of entities that are currently or 
have in the past been involved in activities related to the following weapons: 
 
1. Anti-personnel mines 
2. Depleted uranium 
3. Cluster munition 
 

A company is considered to be involved in the above activities if (1) it manufactures essential parts 
which are made specifically for weapons and (2) which are manufactured with that specific purpose. 
VS is committed to have no investments in such companies that have a clear evidence of involvement 
or strong signs of involvement (in absence of evidence) in such activities.  
 
2.b. Nuclear Weapons 
VS is committed to have no investment in companies that are involved in nuclear weapons industry. 
For exclusions in this category we, inter alia, comply with the research list of Norwegian pension fund. 
We concur with the findings and policy stand of the Ethics Council for nuclear weapons section and 
have thereby  do not invest in companies primarily involved in providing critical functional 
components to nuclear weapons. 

 

2.c. Military weapons 

VS excludes companies that derive more than 10% of their sales from the manufacturing and the sale 
of military weapons. The implementation of this criterion is done by means of a Bloomberg screen 
for military weapons and aircraft manufacturing segments, exceeding the 10% threshold. 

 
3. Tobacco 
The adverse effects of tobacco on human health are a cause of concern for the society.  
At VS we exclude companies that are extensively involved in tobacco plantation and tobacco 
wholesale trading. The exclusion is implemented by screening on Bloomberg for companies that derive 
more than 10% of revenue from tobacco farming, tobacco/ cigar product manufacturing and tobacco 
products wholesalers. Global Industry Classification System’s (GICS) definition is followed for 
implementation. 
 
4. Coal extraction:  
VS concurs that coal extraction activities have a serious detrimental impact on environment. Our 
exclusion criteria for coal activities currently relate to companies deriving above 10% revenues from 
thermal coal extraction activities. For this exclusion VS only takes thermal coal extraction operations 
(not metallurgical coal) into account.  
 
VS will avoid investments in:  

1. Alcohol 

VS finds that alcohol production is better legally governed than tobacco plantation and wholesale 
trading. In addition, we concur that excluding softer forms of alcohol beverages (wines, beer etc.), 
from much ‘harder’ alcoholic products, shall not be a pragmatic exercise. As such, alcohol is not part 
of our exclusion list. However, VS will not invest in an alcohol investment company which is in gross 
violation of legal rules concerning the alcohol industry. Also, VS will not invest in an alcohol 
investment company which fails to make adequate disclosures to consumers about the adverse 
impacts of alcohol. 
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2. Adult Entertainment 

VS believes that adult entertainment can have adverse influence on the respect for human rights. As 
such, we  are committed to avoid investments in a company that has a major part of its revenue tied 
to pornography. 

 

3. Gambling 

In Belgium, there is a legal framework that regulates gambling business. Such is not the case of other 
parts of the world. Therefore, at VS, we will generally avoid investing in a company that has its 
primary source of revenues linked to gambling (above 70%). Companies involved in the gambling 
business that conduct such business outside of the legally accepted framework are also not invested 
in. 

 

Note on nuclear energy  

VS is aware that nuclear energy is a controversial topic but has decided after a long internal debate 
not to exclude this sector from its investments for the time being, with the exclusion of the Equity 
World subfund, which carries the Towards Sustainability Label.  

 

Nuclear energy can play an important role to meet the climate goals for the reduction of CO2-
emissions as almost no carbon dioxide is emitted during production. It is also a form of energy 
production that produces very small quantities of waste and has caused hugely lower numbers of 
casualties than all forms of energy production with fossil fuels up till now.  

 

On the other hand, nuclear waste stays radioactive for several centuries or even several thousands of 
years and needs to be stored in secure and controlled environments. As such, we place the burden 
for the storage of nuclear waste on many future generations.   

 

The chances of a major accident are considered to be small but the possible consequences could be 
severe due to higher levels of radiation. Finally, nuclear power plants represent a risk of abuse as 
they can be adapted to produce nuclear weapons.   

 

A large number of EU Member States have decided to continue operating their nuclear power plants 
and are even planning to build new reactors. VS trusts that these countries have also carefully 
considered all positive and negative aspects.   

 

Moreover, the current EU political agreement neither explicitly excludes nor includes nuclear energy 
in the list of eligible environmentally sustainable economic activities of the Taxonomy Regulation. 
The importance of ‘climate-neutral energy' for the transition has been explicitly recognised in a 
recital, while the principle of assessing ‘the feasibility of all existing technologies' has been 
introduced into an article dealing with transition activities. The decision to include or exclude nuclear 
energy has therefore been left to the detailed rules based on technical expert input, subject to ‘do no 
significant harm criteria', in particular with regards to the disposal of waste, as well as specific 
references to life-cycle considerations 
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Integration: ESG risk analysis (company level analysis) 
 
In the second phase of our ESG integration, we rely on carrying out an in-house company level ESG 
research and risk analysis. In line with the UN PRI principles, this approach helps us execute the 
principles of seeking disclosures and exercising ownership practices. 
 
A company level ESG analysis for each investment is conducted. The indicators used for this analysis 
are similar to the ones used for best in class ESG screening (as explained in the ESG policy of Value 
Square Equity World).  
 
The disclosures and scores on the basis of these criteria are analyzed in relation to the other 
companies in the portfolio. Companies that are a key contributor to improving the overall score of the 
portfolio are positively scored while those that bring the performance down, are flagged for further 
engagement. The asset management team takes the results from above ESG analysis into account as 
one of the factors in their investment decision making. 
 
While we regard a high score on the company level analysis as a positive and desirable feature, we also 
consider companies that score low in the above ESG analysis but display a positive improvement trend. 
 
In addition, the asset management team shall track any involvement in conflicts related to 
environmental, social or governance instances of companies that has been invested in.  
These conflicts are discussed on a weekly basis in the asset management meeting and in the ESG 
Committee. Thereupon a decision of engagement is taken.   
 
Ownership and Engagement 
 
As with exclusion and integration, our ownership principles comply with the principles laid down by 
UN Global Compact, the UN PRI and the UN Guiding Principles on Business and Human Rights. VS 
believes in the significance of active participation and ownership, and undertakes the following 
actions: 
 
1. Exercise of Voting rights 
VS shall participate in all general meetings, to the extent feasible, and exercise voting rights to the 
benefit of the fund. Voting decisions shall be guided with the objective of maximizing risk adjusted 
returns for investors. These principles are described further in our Voting policy. 
 
2. Engagement with management 
VS might decide to actively engage (preferably in private) with the management and the board when it 
feels that improvements to sustainable business practices, regarding environment, social or 
governance issues, are possible. This includes undertaking active dialogues on sustainability efforts, 
and suggestions on improvement. Some cases where Value Square will undertake engagement with 
management include: 
a. Considerable change in strategy from previously communicated 
b. Issues related to governance or compliance 
c. Significant changes to board composition 
d. Clarification on adverse media report involving the company, or related party 
e. Any other issue that it feels endangers the long-term value of investment. 
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VS may also engage in collaboration with other long-term investors, about these issues, in case it 
deems necessary. However, the risk of conflict of interest and of being put in insider position will be 
diligently considered before undertaking such actions. In addition to the above, Value Square may 
resort to the following options in case the outcome of above engagement does not yield expected 
results: 
a. Expressing views publicly 
b. Proposing an extraordinary general meeting and resolutions 

 
Voting policy  
 
VS strives to vote at those AGM’s where the asset management teams thinks we should act. Voting 
rights are exercised directly by the asset management team members  where possible or by giving a 
proxy to a custodian bank. The underlying principle guiding whether to vote for, against or abstain from 
voting, is based on whether the proposal is likely to increase directly or indirectly the shareholder 
wealth and value creation.  
 
Information 
Timely access to information is pertinent to voting decisions of all shareholders. VS expects disclosure 
on various voting proposals to be received at minimum 2 weeks in advance of the annual general 
meeting. 
 
Company Boards 
Value square will normally support election of board members where independence and diversity of 
board is maintained. In some cases, however, where enough evidence suggests that such election might 
adversely impact value creation for shareholders, the asset management team might choose to 
withhold support. A decision on per case basis will be made. 
 
Executive remuneration 
Value Square supports executive compensation proposals that align management incentives with 
shareholder value creation. At the same time, we shall oppose in instances where grant of share options 
at significantly discounted prices, or where these lead to excessive dilution, or where rewards are not 
justified by company’s performance. We encourage share buy-backs as a measure to counter any 
dilution from such issuance. 
 
Reporting and audits 
VS supports integrated reporting approach whereby company communicates with its stakeholders its 
mid and long-term strategy providing adequate disclosures. We however might withhold support where 
reports do not provide material ESG disclosures or where executive director is a member of the audit 
committee. 
 
Anti-takeover mechanisms 
VS  does not normally support permanent anti-takeover mechanisms that distort shareholder interests 
in favour of management. These might include poison pills, classified boards, super majority voting 
requirement among others. Exceptions might be made for mechanisms that enable negotiation of offer 
or ensure fair treatment of shareholders.  
Capital structure 
VS supports equitable treatment of all shareholders and will normally not support proposals that 
discriminate minority shareholders. Under normal circumstances, Value square supports “one share- 
one vote” principle.  
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VS might withhold support to proposals of capital increase if these lead to serious dilution of equity for 
continuing shareholders. We encourage management, board and other strategic shareholders to 
increase stake in the company, by investing own capital. Value square supports proposals that increase 
transparency related to intercompany transactions. 

 
Conflicts of interest 
 
VS  has implemented a policy on conflicts of interests to prevent conflicts of interest damaging the 
interest of clients between on the one hand VS, its directors and its employees and on the other hand 
the clients, or between the clients themselves. The Compliance Officer is responsible for keeping this 
policy up to date and for supervising the implementation of the policy.  
 
VS holds an inventory at its offices of all identified existing or potential conflicts of interests. Every 
conflict of interest is described as well as the measures designed to control or eliminate the conflict of 
interest. If VS is not capable of controlling or eliminating the conflict of interest, it shall refuse services to 
the client or clearly inform clients about the conflict of interest before initiating services (disclosure), 
depending on the specifics of the situation.  
 
If new conflicts of interest are identified these are included in the register of conflicts of interest. The 
register is drafted and kept up to date by the Compliance Officer. Every director or employee confronted 
with a (potential) conflict of interest is asked to inform the Compliance Officer. 
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Addendum  
 
*UN Global Compact 10 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. 
 
**UN Principles for Responsible Investment (UN PRI): 
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.  

 

Legal disclaimer  
 

© VALUE SQUARE NV 

 

This document (2021) is issued by Value Square NV, Schoonzichtstraat 23A, 9051 Ghent (Sint-Denijs- 
Westrem), Belgium. This document is non-binding and its content is exclusively designed for 
information purposes. Any reproduction, alteration, disclosure or dissemination of this material in 
whole or in part without prior written consent from Value Square NV is strictly prohibited. 

 

This document may in no way be seen as specific or personal investment advice. For personal advice, 
you should always contact your relationship manager. The information made available to you in this 
way has not been prepared in accordance with the rules promoting the independence of investment 
research. Therefore, any recommendations are not subject to a prohibition on trading before the 
dissemination of investment research.  

 


