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CFA Institute Sustainable Investing Certificate (CFA-SIC) Exam Sample
Questions (Q410-Q415):
NEW QUESTION # 410 
Which of the following is a form of individual engagement?

A. Informal discussions
B. Generic letter
C. Soliciting support

Answer: A

Explanation:
Individual engagement refers to direct and personal interactions between investors and companies. Informal discussions are a form of
individual engagement where investors engage directly with company representatives to discuss specific concerns, insights, or
feedback related to ESG issues.
Direct Interaction: Informal discussions involve direct communication between the investor and the company. This can be through
meetings, phone calls, or casual conversations, providing a platform for open and candid dialogue.
Specific and Personalized: These discussions are tailored to the specific company and the investor's concerns. Unlike generic letters,
which are broad and non-specific, informal discussions allow for detailed and nuanced conversations.
Relationship Building: Informal discussions help build and strengthen relationships between investors and company representatives.
This can lead to more effective communication and collaboration on ESG matters.
Reference:
MSCI ESG Ratings Methodology (2022) - Highlights the importance of direct engagement and relationship building in effective ESG
integration.
ESG-Ratings-Methodology-Exec-Summary (2022) - Discusses various forms of engagement, emphasizing the value of personalized
and informal interactions.

NEW QUESTION # 411 
When aligning investments with client ESG beliefs, which of the following ESG considerations should be reflected in the investment
mandate dimension of the investment process?

A. Consideration of ESG factors, including prioritization
B. Material ESG factors
C. Rationale for ESG integration

Answer: A

Explanation:
Investment mandates should reflectboth ESG factors and their prioritization, ensuring alignment withclient beliefs, risk tolerance, and
sustainability goals.
Materiality alone (A) is not enough, andrationale (B) is part of the process but not the defining criterionfor structuring investment
mandates.
Reference:
Principles for Responsible Investment (PRI) ESG Investment Mandates Guide CFA Institute ESG Investment Governance
Framework Morningstar ESG Portfolio Integration Report
========

NEW QUESTION # 412 
Which of the following best describes a mature ESG regulatory framework? A government putting forward:

A. Voluntary ESG corporate disclosures
B. A "comply or explain" ESG regulation
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C. ESG implementation and reporting guidelines

Answer: B

Explanation:
A mature ESG regulatory framework is one where companies are required to either comply with ESG standards or provide
explanations for why they have not done so, known as "comply or explain." This approach encourages transparency and
accountability while allowing some flexibility for companies based on their specific circumstances.ESG Reference: Chapter 9, Page
499 - Investment Mandates, Portfolio Analytics & Client Reporting in the ESG textbook.

NEW QUESTION # 413 
Which of the following governance initiatives was focused on increased oversight of banks?

A. The Dodd-Frank Act
B. The Sarbanes-Oxley Act
C. The Greenbury Report

Answer: A

Explanation:
Among the listed governance initiatives, the Dodd-Frank Act is specifically focused on increasing oversight of banks.
1. The Dodd-Frank Act: Enacted in response to the 2008 financial crisis, the Dodd-Frank Wall Street Reform and Consumer
Protection Act introduced comprehensive reforms to increase oversight and regulation of the financial industry, particularly banks. It
aimed to reduce risks, enhance transparency, and protect consumers by implementing stricter regulatory standards and oversight
mechanisms for financial institutions.
2. Other Governance Initiatives:
The Greenbury Report (Option B): This report, published in the UK in 1995, focused on executive remuneration and corporate
governance but did not specifically address bank oversight.
The Sarbanes-Oxley Act (Option C): Enacted in 2002 in the US, this act aimed to enhance corporate governance and financial
reporting transparency across all sectors, not specifically focusing on banks.
References from CFA ESG Investing:
Bank Oversight Regulations: The CFA Institute discusses the impact of the Dodd-Frank Act on the financial industry, emphasizing its
role in strengthening oversight and regulatory standards for banks and other financial institutions.

NEW QUESTION # 414 
In contrast to engagement dialogues, monitoring dialogues most likely involve:

A. discussions intended to understand the company, its stakeholders and performance.
B. conversations between investors and any level of the investee entity including non-executive directors.
C. a two-way sharing of perspectives.

Answer: A

Explanation:
In responsible investment, engagement dialogues and monitoring dialogues are two distinct approaches used by investors to interact
with investee companies regarding ESG issues.
1. Engagement Dialogues: Engagement dialogues are proactive and involve a two-way sharing of perspectives between investors and
the investee company. The objective is to influence and improve the company's ESG practices and performance. These dialogues
often focus on specific ESG issues and seek to bring about change through constructive feedback and recommendations.
2. Monitoring Dialogues: Monitoring dialogues, on the other hand, are more about gathering information and understanding the
company's operations, stakeholders, and overall performance. These dialogues are intended to provide investors with insights into
how the company ismanaging ESG risks and opportunities. The focus is on ensuring that the company adheres to its stated ESG
policies and commitments.
3. Nature of Monitoring Dialogues: Monitoring dialogues are typically more passive compared to engagement dialogues. They
involve discussions that aim to understand the company's approach to ESG matters, its interactions with stakeholders, and its
performance metrics. These conversations can occur at any level of the investee entity, including with non-executive directors, but
are primarily focused on information gathering rather than influencing change.
References from CFA ESG Investing:
Engagement and Monitoring: The CFA Institute outlines the differences between engagement and monitoring dialogues, emphasizing



that monitoring is primarily about understanding and assessing the company's ESG performance and stakeholder interactions.
Investor-Company Interactions: Understanding the nature of these interactions helps investors effectively manage their ESG
integration strategies and ensures that they are well-informed about the investee company's practices.
In conclusion, monitoring dialogues most likely involve discussions intended to understand the company, its stakeholders, and
performance, making option B the verified answer.
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