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Principle 1: Internal Governance
As with investor stewardship, technology stewardship begins with effective internal governance, processes and controls.  Effective technology stewardship rests on three pillars: effective risk governance, including corporate risk appetite statements accepted by the investor’s Board of Directors; reporting line to senior management, separate from business teams; and representation on the investor’s investment committee. The investor’s internal technology risk operations, including cybersecurity risk governance, data governance and incident response, should be governed similarly; and appropriate disclosure to clients and stakeholders should be assured.
Principle 2: Developing and Implementing Stewardship Policies
The development of a coherent policy technology stewardship policy poses unique challenges and requires unique skills.   Importantly, the investor requires an appreciation of the underlying technology; an evolving and uncertain regulatory and legal framework, including tax impacts from proposed OECD tax guidance, evolving guidance on consumer protection implications, and challenges to intellectual property paradigms; a growing body of accepted “soft law” guidance;  increasingly, an understanding of governance and risk governance structures; in some cases a perceived record of self-dealing and conflicts of interest among the principals;  a challenging global, political, and public environment; and other new kinds of ESG issues, including privacy concerns, and implications for democracy and civil rights. 
These known concerns, setting out clear expectations for fiduciary performance, nonetheless arise in a challenging and fast-moving market environment.  To operate effectively in this market, an investor’s technology stewardship policy must include clear risk appetite statements, definitive due diligence approaches and contractual provisions, and not least, a considered engagement and communications strategy enabling the investor to identify, assess and manage emerging risks as they arise.
Principle 3: Monitoring and Assessing Portfolio Companies
For technology stewardship investors, monitoring requires different skills and sensitivities. Beyond financial, strategic and operational matters, technology stewardship requires understanding governance in action, the translation of corporate culture and goals to people, processes and controls, and the potential impact of non-financial risks on the company’s long-term value.  
The technology stewardship investor typically will rely on both structured and unstructured information to achieve effective monitoring.  Broadly, the investor may wish to identify key metrics, such as the number of data incidents; more qualitative assessment of, for example, cybersecurity controls against key benchmarks and standards, such as NIST; and request comfort on incident response protocols, notably, if the potential reputational risk involves sensitive personal information or otherwise may have adverse impacts disproportionate to the size and maturity of the company. They may also wish continuing assessment of key intellectual property risks, for example, with ChatGPT and similar applications that may operate in an unsettled area of the law.
Investors’ reliance on information that may relate to companies’ proprietary business models and trade secrets may challenge their own information governance capacities.  Accordingly, stewardship policies should specifically address information security and management issues.
Principle 4: Engaging Companies and Investor Collaboration
Monitoring and assessment, though essential, have proven difficult in technology investment environments.  For institutional investors, in particular, barriers include dependence on the company and its backers for understanding the underlying technology, and a market environment allowing the company and founders to aggressively protect their perceived interests. 
Establishing an appropriate engagement relationship is therefore fundamental to effective technology stewardship.  If stewardship is dialogue, investors can play a critical role in providing management and Board members with market perceptions, including emerging market opportunities, critical regulatory and litigation trends, and emerging reputational concerns; and companies can communicate their views on the implications of these trends to the market, through their stewardship partners.  The investor/company dialogue can be a valuable “talking partner” relationship, enabling the company to improve its operations, and sharpen its message.  Not least, by developing a relationship of trust, investor dialogue can provide the company with a safe space to consider effective and practical responses to difficult issues, and as importantly, to normalize investor engagement as constructive and essential to the company’s goals.
Of course, and especially in the technology area, engagement should include challenging the company when needed.  For example, valuations can be particularly uncertain in intangibles-based businesses, and even subject to manipulation.  Stewardship investors’ own fiduciary obligations would demand transparent, timely and appropriate valuation processes.
Principal 5: Exercising and Protecting Voting Rights
Voting is also essential to effective technology stewardship.  Among other things, the dynamics of venture and technology investment have encouraged strong founders to effectively control Boards of Directors; to assure dual class share structures that dilute voting rights and influence of institutional investors; to limit management and Board responsibility, diluting alignment; and to implement change of control mechanisms that may effectively entrench founders and management, and at least give them substantial leverage in negotiating the terms of acquisitions by and of the company. 
Under present market conditions, Investors’ stewardship role then requires an active and engaged voting policy, notably on matters relating to changes in control, changes in voting rights, and Board members.  This can mean, use of voting position to encourage changes in company position or practices  Further, in view of the industry’s continuing governance concerns, some investors may wish to consider whether their stewardship policies should at least contemplate situations (such as change in control transactions) where participation in proxy fights, or even litigation, may be appropriate.
Principle 6: Promoting Long-Term Value Creation
The ICGN 2020 Global Stewardship Principles revisions draw a clear link between fiduciary duty and long-term, sustainable value creation. This long-term view requires investors to consider ESG and other long-term factors, including integration of material ESG risks into company and investment processes, and investor activities such as investment analysis, voting and engagement. Principle 6 also emphasizes the importance of engaging with investee companies to develop appropriate risk disclosure and to understand how disclosed risks affect financial performance.
The culture of technology investing can penalize long-term value considerations and effective stewardship approaches.  For example, venture funds typically employ shorter investment periods, allowing managers to market new funds earlier and encouraging valuation disclosures that support higher valuations. Investors may be incentivized to accept these practices, to enhance their own reported returns and maintain relations with preferred managers.  ESG and similar long-term value considerations can then be excluded from investment behaviors, while seeming consistent with successful investment strategies.  Concerns that oversight would impede innovation, pressures of a “FOMO” investing culture, and to a remarkable extent, an implicit investor assumption that ESG factors are not material to asset-lite businesses, have also weakened investors’ stewardship role.
Recent events have demonstrated however the importance of adapting stewardship, and looking to long-term value, in the technology and venture contexts.  Loosening stewardship standards have led to fundamental impacts on value, including founder self-dealing, dual class share structures, and failures to “price in” foreseeable regulation.  Over the longer run, failures to address core ESG-type issues, such as privacy and ethics, as well as freedom of expression and other human rights concerns, have led to a less friendly customer and political environment, impacting valuations in technology investments generally. 
Technology investing accordingly requires translation of ordinary stewardship principles to a new investment context, not a changed fiduciary approach.  Due diligence and effective oversight remain priorities.  But these require deep domain expertise, to understand key value drivers; the discipline to apply oversight dynamically, as the company, technology and environment evolve; and an emphasis on responsible governance, to assure that the company itself is able to scale and manage the technology in a changing environment. 
Additionally, investors through venture funds and similar intermediaries should confirm that managers are themselves able to assure application of a stewardship approach.  Managers rightly ask fund investors to limit heavy-handed intervention in their fast-moving business. This necessarily suggests, however, that fiduciary investors require managers to confirm their own stewardship obligations in exercising that discretion.  Similarly, as further discussed below. The stewardship investor should insist on strong fund reporting, including valuation metrics, and value drivers and risks, and assure integration of ESG-type factors, such as privacy and ethics, that may be material to the long-term value of the fund’s investments.
Principle 7: Transparency, Disclosure and Reporting
Meaningful investor reporting on stewardship is fundamental to the credibility and accountability of the stewardship process.  In the case of technology investing, beneficiaries and stakeholders are entitled to understand, with transparency and clarity, the investor’s risk appetite and priorities; its valuation process; and its capacity to identify and manage technology risks and opportunities for long term value creation, including novel ESG-type risks that may emerge and impact value over the lifetime of its investments.
Many technology investors invest through funds, to leverage the network and perceived expertise of fund managers. This approach requires fiduciary investors to undertake the additional responsibility of disclosing to their own beneficiaries key stewardship requirements demanded of their managers, including managers’ diligence, investment decision and risk oversight mechanisms; their portfolio valuation methodology; their ability to support long-term value creation in the fund’s investments; and managers’ commitment to fiduciary oversight of their operations and investments.  Further, where the investor primarily relies on its manager or third-party co-investors to manage the technology investment, the fact, basis and historic reasonableness of such reliance should be disclosed.
Notwithstanding, FOMO remains a key driver of investments and lax stewardship practices in the industry.  Where investors and regulators have thus far accommodated the perceived needs of an innovation culture, the so-called “techlash” suggests that accommodation has fallen out of alignment with long term value creation. In a largely private and illiquid market, disclosure, transparency and mandated fiduciary exposure are essential to re-establishing this alignment.
Equally, the Framework can play an important role in supporting stewardship investors, who – as fiduciaries to investors and stakeholders – may be taking exposure to a broad and changing portfolio of novel technologies.  Their own fiduciary duties may be supported by modeling their practices on the Framework’s transparency- and assessment-based components, including early technology assessments that enable more nimble, reasoned investment processes within their risk appetite.   Understanding the Framework may also allow stewardship investors to assess the maturity of technology governance in their holdings the OECD benchmark, to assure for example that fund managers in their portfolio both can properly assess technology investment opportunities and add value to technology governance mechanisms in their own portfolio companies.  Finally, the Framework’s emphasis on assessment and sustainability may give stewardship investors adopting its approach comfort that they are indeed maximizing the long-term value of these investments, consistent with environmental and social considerations.
	
	
	



