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INTENTIONAL ENDOWMENTS NETWORK

Non-profit peer-learning network
supporting endowments in aligning
investments with institutional mission,
values, and sustainability goals —

without sacrificing returns.
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600+ colleges & universities
committed to going carbon
neutral in campus operations

¥

Student Fossil Fuel
Divestment movement

¥

Lt Endowments exploring full-

Endowments i ) .
Network range of sustainable investing

strategies

An initiative of
CraneSustainability.org
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ESG Integration & CDP’s Investor Signatory
Programs for University Endowments
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Introduction to Proxy Voting
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IEN Forums and Events

 Hampshire College, Apr. 2014

* Arizona State University, Jan. 2015

* Mount Holyoke College, Feb. 2015

* Alliance for a Sustainable Colorado, May 2015

* Portland State University, Nov. 2015

* Harvard Management Company and PRI, Apr. 2016
 Bloomberg LP & University of Reading, Jun. 2016

* San Francisco State University, Aug. 2016

* Loyola University Chicago, Nov. 2016

e University of California, Berkeley, Sept. 2017

http://www.intentionalendowments.org/past events




SPECTRUM OF PROGRESS

Even among institutions that self-identified as interested in these issues — participants of IEN
events — most indicate that they are in the early stages of wrestling with these issues. Cumulative
data from events in April ‘14, September ‘14, January ‘15, and November '15:

Number of
institutions

Barel Just (CEmE Agreement e g
y . more Constructive g Developing policy policy
on the getting ; - to take - ;
heat than deliberation : ESG policy recently with track
radar started . action
light enacted record

www.IntentionalEndowments.org
Dr. Anthony Cortese, Principal | tony@intentionalendowments.org | 617-549-4736
Georges Dyer, Principal | georges@intentionalendowments.org | 978-578-0282
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Feb. 2015: Forum
with Mt. Holyoke
(student focus)

Nov. 2015: Forum

May 2015: Forum
y with Portland State

with Alliance for

Sustainable
Colorado

Jan. 2015: Forum
with Arizona State

Sept. 2014:
Workshop at
Second Nature
Climate Summit

April 2014: 15t
Forum with
Hampshire College

Growth in
IEN Participation

Oct Jan Apr Jul Oct Jan Apr Jul
14 '15 '15 '15 '15 '16 'l6 'l6

June 2016: ESG
Innovation event with
Bloomberg &
University of Reading

Oct Jan Apr Jul Oct
17 '17 '17 '17

Aug. 2016:
Forum with
SF State

Nov. 2016: Forum
with Loyola
University Chicago

Feb. 2017:
Sessions at Second
Nature Climate
Summit

Aug. 2017:
Roundtable with
UC Berkeley

The number of individuals engaged in the Intentional Endowments Network through membership, events,
webinars, opting in to the mailing list, working groups, efc.



IEN Executive Committee

Garrett P. Ashley (Co-Chair), Vice Chancellor, University
Relations and Advancement, The California State University

Joseph Biernat, Trustee, Gettysburg College
David Dinerman (Co-Chair), Trustee, Hampshire College
Alice DonnaSelva, Investment Consultant, Prime Buchholz

Lisa Hayles, Institutional Investment Services, Boston Common
Asset Management

Keith Johnson, Chair, Institutional Investor Services Group,
Reinhart Boerner Van Deuren

Tom Mitchell, Managing Director, Cambridge Associates

Carl Vance, Chief Investment Officer, Lewis & Clark College

www.intentionalendowments.org/executive_committee 1
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Arizona State University

Ball State University

Becker College

The California State University
Chatham University

Eastern Washington University
Green Mountain College
Hampshire College

Lane Community College
Lewis and Clark College
Loyola University Chicago
Mennonite Education Agency
Middlebury College

Northland College

Pitzer College

Portland State University

Pratt Institute

San Francisco State University
Sierra Club Foundation

The University of Massachusetts
Unity College

University of California, Regents
University of Dayton

University of Maine

University of Southern Maine
University System of Maryland
University of Winnipeg
Villanova University

Warren Wilson College



MEMBERS: PARTNERS + FIRMS ===

Arjuna Capital

BlackRock

Bloomberg, L.P.

Boston Common Asset Management
Breckinridge Capital Advisors
Brown Advisory

Cambridge Associates

Capricorn Investment Group

Calvert Investments

CDP

Commonfund

UBS Asset Management

Clean Energy Advisors
Commonwealth Impact Partners
Community Capital Management
Community Investment Management
DBL Partners

Gabelli ESG

Global Endowment Management
Great Lakes Advisors

Green Century

HIP Investor

Hirtle Callaghan & Co

Impax Asset Management

Iroquois Valley Farms

Institutional Shareholder Services Inc.
Morgan Stanley

MSCI

Natixis Asset Management

Natural Investments, LLC

NEPC

Perella Weinberg Partners

Praxis Mutual Funds

Prime Buchholz

Principles for Responsible Investment
Trillium Asset Management

Walden Asset Management



CONTEXT & CATALYST

* Growth of the Sustainability Movement

* e.g. Paris Agreement, SDGs

Elevation of Sustainability in Higher Ed

* Climate Leadership Commitment (ACUPCC)

Maturing of Sustainable Investing Field
« PRI @10, US SIF Trends

Fossil Fuel Divestment Movement

www.IntentionalEndowments.org
Dr. Anthony Cortese, Principal | tony@intentionalendowments.org | 617-549-4736
Georges Dyer, Principal | georges@intentionalendowments.org | 978-578-0282
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INVESTING FOR THE LONG TERM

Declining...
Resources

Fresh water

Strength in social fabric
Carbon sinks

Communities
Individuals Regenerative

Organizations Sustainable
Institutions Future
Corporations

GHG Emissions
Pollution

Demand

Consumption

Population

Increasing...
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Fig. A: Sustainable, Responsible and Impact Investing in the United States 1995-2016
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Source: US SIF, US Sustainable, Responsible and Impact Investing Trends 2016

www.intentionalendowments.org
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 Negative screens / divestment
« SRI = socially responsible investing
 SRI = sustainable, responsible, impact investing

 ESG integration = environmental, social &
governance factors

 Impactinvesting

“All Investing Is Impact
Investing”
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* Financial performance

« Fiducilary duty

« Lack of peer examples

* Lack of investment vehicles

« Evolving definitions and standards
* Transaction costs

« Institutional culture, priorities, structure

www.IntentionalEndowments.org
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* Mission alignment is part of fiduciary Reinharts | - vestor Alert
responsibility
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“Unlike fiduciaries of for-profit companies or pension trusts, fiduciaries of
foundations and endowments owe legal duties of obedience
to both the organization's charitable mission and to the observation of
the social purposes required of non-profits.”

http://www.intentionalendowments.org/fiduciary duty
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Trustees should “consider all
relevant risk and value factors
deemed appropriate when
designing the scheme’s

The Business Case for ESG _ o
T T ——— investment strategy. In addition
~ - = | totypicalfinancial measures,
SEETIIo  smadide these factors may include

i g — I - -
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environmental, social, and
corporate governance issues.”
- CFA Institute

o ' www.intentionalendowments.org/carbon_risk

www.intentionalendowments.org/financial_performance
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PERFORMANCGE

89% of studies show
companies with high ESG

ratings outperform
- Deutsche Bank, 2012



PERFORMANCGE

80% of studies found strong
sustainability performance
had a positive effect on

investment performance
- Clark, et. al., 2015



PERFORMANCGE

Sustainable investing funds on an
absolute and risk-adjusted basis
“usually met, and often exceeded,
the performance of comparable

traditional investments.”
- Morgan Stanley, 2016
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Stock Price Performance of Portfolios

¥ *
Material ESG Issues
»
, — Bottom
'
Stock valoe
S of $1 vested
over time.
-4 ol -8 . gx2e ~ - . £ SCcase P prS .""~-f_-:-_: -
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SOURCTE MOIATEAR KHAN CLORGE SERAFEM. AND AARDK YOON "CORDORATE S STAINABLITY FIRST EVEENCT ONMAT L RIALIYY "
ACCOUNTING BV (INOVEMBER 0%

- Harvard Business School, 2016



PERFORMANCGE

Generation Investment Management

10t anniversary in 2015:

* Alpha against the MSCI World
Index was 5.59%

+ (12.14% annualized return
compared to 6.55% for MSCI

World Index)
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Table 1: Breakdown of Hampshire College ESG bwestments

Generation IM Global Equity Fend 23.0% 63 MSCT Wodd $3 midlion 1.00% O 12

Boston Common kat! Sustaizable

“tenate Pend 11.8% (L6) MSCLAC World ex USA $2 mullion S5% Oxt 16

Parametese SRI Large Cop Core

TV RN LE 8 (08) Russell 1000 Index $400,000 045% Jun 09

Highclere Emenging Mackets S&P Emergmg Markets ,

S Pend 66% 14 23 1000 Similion  125% Jan 15
DE% ples

Alteznative Investments Suatainablity LR A7 HFRI FOF: Diversified Index  §1 mxllion Nov 1§

! } 4 ! ’ }

Pamassus Coee Equity Fund % (A8) S&P 00 Index $1 mdlion 067% Jun 16

Pax World Global Enw Mkts Instl Fund A0%W N/A MSCIAC World Index $150.000 095% Jul1?

Walden Senall Cap Innovations Fund 15% (22) Russell 2999 Insex $100,000 1L.00% Asg 12

TOTAL FUND 61.3% 091%

Dato as of June 30, 2017
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HAMPSHIRE COLLEGE ENDOWMENT PERFORMANCE

(AS OF 6/30//2017)
SYEAR PERCENTAGE
Total Managed Fund 8.0%
Policy Index 6.8%
CPI + 4.5% 5.9%
70% MCSIACWI1/30% 6%

Barclays Global Agg



DIVESTMENT MOVEMENT

Political Will & Social License

Shift from Consumption to Production

 relative emissions reduction -> absolute emissions reductions

(carbon neutral) -> keep it in the ground

 Hundreds of campuses, high visibility

* One of many tools in the tool kit

www.IntentionalEndowments.org



http:www.IntentionalEndowments.org

25 Year Simulated Historical Performance:
“Divestment Appears to Have Little Overall Impact”

1990-2014

\

ADVISOR PARTNERS

- “nw - - - " LA - - LA L "~ B "o s -t A Lo d LA ] - "o "o

T ———

B s&P 500 . S&P 500 ex Fossil Fuels

Source: Advisor Partners LLC, “ Fossil Fuel Divestment: Risks and Opportunities”,
page 5. Chart source: FactSet Research Systems.



ANNUALIZED ' '

1Mo 3 Mo 1Yr YTD 3Yr 5 Yr 10 Yr Mays;’;'“:q%
MSCI KLD 400 Social Index 8.83 -0.16 4.76 2.30 17.01 13.82 7.71 9.66
MSCI USA IMI 7.90 -1.58 4.52 2.14 16.05 14.19 8.15 9.53
ANNUALIZED
Since
1 Mo 3 Mo 1Yr YTD 3Yr 5Yr 10 Yr Sep 28, 2007
MSCI ACWI ESG 7.70 -2.78 0.43 0.55 11.38 8.62 na 3.58
MSCI ACWI 7.88 -3.07 0.50 0.71 10.50 8.26 na 2.70
ANNUALIZED
1Mo 3 Mo 1Yr YTD 3Yr 5Yr 10 Yr Nov%gfgm 5
MSCI ACWI Low Carbon Target 7.88 -3.13 1.23 1.24 10.87 na na 9.31
MSCI ACWI 7.88 -3.07 0.50 0.71 10.50 na na 8.89
ANNUALIZED
1Mo 3 Mo 1Yr YTD 3Yr 5Yr 10 Yr NOVS;Sf;O1O
MSCI ACWI ex Fossil Fuels 7.70 -2.96 2.82 2.03 12.27 na na 10.08
MSCI ACWI 7.88 -3.07 0.50 0.71 10.50 na na 8.89
. —
M S C I ‘ ) Source: MSCI. USD Gross Returns as of October 31, 2015

Past performance is no guarantee of future performance.

Source: Tom Kuh, MSCI



Investors may want to avoid “Stranded Assets”
(Coal and expensive sources of oil)

WWF Stranded Assets Total Return Swap
Cumulative performance inception 0 date 74%
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Source: Bob Litterman, Kepos Capital, LP



STRANDED ASSET RISK

 Regulatory risk —

» Carbon price

* "Keep 1t in the ground”
 Market forces —

 Shell CEO: demand for oil could peak in
10 years (IEA says after 2040)

UK, France, China, Volvo, GM phasing
out combustion engine

www.IntentionalEndowments.org
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INVESTING IN CLIMATE SOLUTIONS ==

The Clean Trillion

Annual Investments i Clean Energy to Reach 2 C Goal:
Soal by 2000 Addmenal $1 Trlhen/Year

Loy ¥y 020 Addhosal $SO0 Bon/Yeu

Sowrve: Covg, 2004

www.ceres.org/issues/clean-trillion

www.IntentionalEndowments.org
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INVESTING IN CLIMATE SOLUTIONS

Climate Solutions Investment Initiative (CSlI)

 Investor-led: foundations, faith-based,
endowments

 Sharing best-practices & ideas to
advance investments in climate
solutions

« Across all asset classes

« Convened by Ceres, ICCR, and IEN
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INVESTING IN CLIMATE SOLUTIONS

White Paper: Investing in Clean Energy

» Designed to encourage conversation
about the financial and societal
benefits of clean energy investments
higher education can make

* Both as a customer through campus

Investingin Clean Eaecgy: operations and an institutional
Campuses and Endowments . .
investor through their endowments.

WHITE PAPER

* Explores the current opportunities
and barriers to such investments.

www.intentionalendowments.org/clean energy white paper
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“ROADMAPS”
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Georgetown University model

* Align — screen out investments that don’t align with values

* Integrate — integrate material ESG factors into all investment decisions

* Engage — be active owners; proxy voting, dialogue with companies, file
resolutions, sign-on to investor statements

* Impact — invest for direct positive social / environmental impact

Ceres Blueprint for Sustainable Investing — 10 Steps

* Statement of Investment Beliefs

* Establish Board Level Oversight

* Identify Sustainability Material Issues

* Evaluate Asset Allocation for Material
Sustainability Risks

* Select an Investment Strategy & Integrate
Sustainability Criteria

Incorporate ESG into Manager Selection

Evaluate Manager Performance

Align Active Ownership and Proxy Voting with
Sustainable Investment Goals

Support a Sustainable Global Economy

Integrate Sustainable Investment Criteria Across All
Asset Classes & All Strategies



OTHER TOOLS IN THE TOOLKIT

* Letters to External Investment Managers
* Investor sign-on statements

* “Green sleeve” in the endowment

« Make an impact investment

* Place-based, community investing

« Join investor groups — IEN, PRI, CDP,
INCR

» Student Managed Funds



SHAREHOLDER ENGAGEMENT

AS YOU SOW

el INTERFAITH
SN\ CENTER ON "
& CORPORATE

RESPONSIBILITY Ceres

May 2017: lll PRI

e (CalPERS and NY State filed climate resolutions with
Occidental + Exxon

Groups and resources: Interfaith
Center on Corporate
Responsibility (ICCR), Ceres, PRI,

As You Sow

Principles for
Responsible
Investment

* Asked them to report on the business impacts of climate
change.

* BlackRock, State St., Vanguard voted against management
to pass resolutions by 66% and 62%, respectively



CAMPUS EXAMPLES

« www.intentionalendowments.org/case_studies_best_practices

« Hampshire College
* University of California

« University of Dayton

Pitzer College

Yale University

www.IntentionalEndowments.org
Dr. Anthony Cortese, Principal | tony@intentionalendowments.org | 617-549-4736
Georges Dyer, Principal | georges@intentionalendowments.org | 978-578-0282



mailto:georges@intentionalendowments.org
mailto:tony@intentionalendowments.org
http:www.IntentionalEndowments.org
www.intentionalendowments.org/case_studies_best_practices

HAMPSHIRE COLLEGE

CASE STUDY $50 million

ESG Integration

Fossil Fuel & Private Prison

Divestment

External Managers, ACross

Asset Classes

www.IntentionalEndowments.org
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UNIVERSITY OF CALIFORNIA

« $110 billion ($14 billion)
 ESG Integration

UNIVERSITY ! - siBillion Commitment to
Climate Solutions
CA LI FO R N IA « IEN, PRI, CDP, Montreal

Pledge, Aligned

Intermediary
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UNIVERSITY OF DAYTON

« $500 million

e 2014: Announced that it
would divest from fossil

fuels.
 Values as a Catholic E—— - f"\o‘UR COLORS. ARE .
university SRS - _"safRED AND BLUE ok
« Commitment to climate = GOOD IN GREEN.
action through the - o e W e
Presidents’ Climate Loora.
Commitment,

 Broad support of human
rights

* Reduced financial risk
associated with stranded
assets



PITZER COLLEGE

« $132 million

« 2014 Announcement: divest PITZER COLLEGE RESPONSIBLE
from fossil fuels through ENDOWMENT FUND
“Integrated fossil fuel FORV |
divestment-climate action
model.”

 Model includes developing
an ESG policy, creating a
sustainability fund within
the endowment

e 2017: Seed investor for
BlackRock's new fossil free,
ESG-integrated ETF

www.IntentionalEndowments.org
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YALE UNIVERSITY

b - $27 billion
N— e [Ethical Investor, 1972
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2014: Swenson Letter to Managers
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Yale asks that when making investment decisions on the University’s behalf, you
pssess the greenhouse gas footprint of prospective investments, the direct costs of
he consequences of climate change an expected returns, and the costs of policies

imed at reducing greenhouse gas emissions on expected returns.

www.IntentionalEndowments.org
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Reallocate capital

Powerful market signal — higher ed’s social
capital

 Transform financial system
 Education & student experience

« Norms and worldview on purpose of
capital
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Network of Influence




COLLECTIVE IMPACT

WE= ARE
STILL IN

-
o1 OP !

PARIS 2015

WATE Cans (O

Intentional
Endowments
Network

An initiative of
CraneSustainability.org
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	Online Resource Center 
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	Weekly News Round-Up for the IEN 
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	Link
	Figure

	Figure
	IEN Forums and Events. 
	IEN Forums and Events. 
	• 
	• 
	• 
	Hampshire College, Apr. 2014 

	• 
	• 
	Arizona. State University, Jan. 2015 

	• 
	• 
	Mount. Holyoke College, Feb. 2015 

	• 
	• 
	Alliance for a. Sustainable Colorado, May 2015 

	• 
	• 
	Portland State University, Nov. 2015 

	• 
	• 
	Harvard Management. Company and PRI, Apr. 2016. 

	• 
	• 
	Bloomberg LP & University of Reading, Jun. 2016 

	• 
	• 
	San Francisco State University, Aug. 2016 

	• 
	• 
	Loyola. University Chicago, Nov. 2016 

	• 
	• 
	University of California, Berkeley, Sept. 2017 
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	Intentional Endowments NetworkSpectrum of Progress 
	Even among institutions that self-identiﬁed as interested in these issues – participants of IEN events – most indicate that they are in the early stages of wrestling with these issues. Cumulative data from events in April ‘14, September ‘14, January ’15, and November ’15: 
	11 21 33 24 12 11 10 Barely on the radar Just getting started Conﬂict, more heat than light Constructive deliberation Agreement to take action Developing ESG policy ESG policy recently enacted ESG policy with track record 11 
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	Figure
	The number of individuals engaged in the Intentional Endowments Network through membership, events, webinars, opting in to the mailing list, working groups, etc. 


	IEN Executive Committee. 
	IEN Executive Committee. 
	GarreY P. Ashley (Co-Chair), Vice Chancellor, University Rela3ons and Advancement, The California. State University Joseph Biernat, Trustee, GeXysburg College David Dinerman (Co-Chair), Trustee, Hampshire College 
	Alice DonnaSelva, Investment. Consultant, Prime Buchholz. Lisa. Hayles, Ins3tu3onal Investment. Services, Boston Common Asset. Management. 
	Keith.Johnson, Chair, Ins3tu3onal Investor Services Group, Reinhart. Boerner Van Deuren Tom Mitchell, Managing Director, Cambridge Associates Carl .Vance, Chief Investment. Oﬃcer, Lewis & Clark College 
	www.intentionalendowments.org/executive_commi9ee.1
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	Clean Energy. Business. Case for.ESG. Student. Managed Funds IEN Working Groups. Shareholder Engagement. Trustee. Peer. Networking Fiduciary Duty 
	Intentional Endowments NetworkMembers: endowments 
	• 
	• 
	• 
	Arizona State University 

	• 
	• 
	Ball State University 

	• 
	• 
	Becker College 

	• 
	• 
	The California State University 

	• 
	• 
	Chatham University 

	• 
	• 
	Eastern Washington University 

	• 
	• 
	Green Mountain College 

	• 
	• 
	Hampshire College 

	• 
	• 
	Lane Community College 

	• 
	• 
	Lewis and Clark College 

	• 
	• 
	Loyola University Chicago 

	• 
	• 
	Mennonite Education Agency 

	• 
	• 
	Middlebury College 

	• 
	• 
	Northland College 


	• 
	• 
	• 
	Pitzer College 

	• 
	• 
	Portland State University 

	• 
	• 
	Pratt Institute 

	• 
	• 
	San Francisco State University 

	• 
	• 
	Sierra Club Foundation 

	• 
	• 
	The University of Massachusetts 

	• 
	• 
	Unity College 

	• 
	• 
	University of California, Regents 

	• 
	• 
	University of Dayton 

	• 
	• 
	University of Maine 

	• 
	• 
	University of Southern Maine 

	• 
	• 
	University System of Maryland 

	• 
	• 
	University of Winnipeg 

	• 
	• 
	Villanova University 

	• 
	• 
	Warren Wilson College 


	Intentional Endowments NetworkMembers: Partners + Firms 
	• 
	• 
	• 
	Arjuna Capital  

	• 
	• 
	BlackRock 

	• 
	• 
	Bloomberg, L.P. 

	• 
	• 
	Boston Common Asset Management 

	• 
	• 
	Breckinridge Capital Advisors 

	• 
	• 
	Brown Advisory 

	• 
	• 
	Cambridge Associates 

	• 
	• 
	Capricorn Investment Group 

	• 
	• 
	Calvert Investments 

	• 
	• 
	CDP 

	• 
	• 
	Commonfund 

	• 
	• 
	UBS Asset Management 

	• 
	• 
	Clean Energy Advisors 

	• 
	• 
	Commonwealth Impact Partners 

	• 
	• 
	Community Capital Management 

	• 
	• 
	Community Investment Management 

	• 
	• 
	DBL Partners 

	• 
	• 
	Gabelli ESG 


	• 
	• 
	• 
	Global Endowment Management 

	• 
	• 
	Great Lakes Advisors 

	• 
	• 
	Green Century 

	• 
	• 
	HIP Investor 

	• 
	• 
	Hirtle Callaghan & Co 

	• 
	• 
	Impax Asset Management 

	• 
	• 
	Iroquois Valley Farms 

	• 
	• 
	Institutional Shareholder Services Inc. 

	• 
	• 
	Morgan Stanley 

	• 
	• 
	MSCI 

	• 
	• 
	Natixis Asset Management 

	• 
	• 
	Natural Investments, LLC 

	• 
	• 
	NEPC 

	• 
	• 
	Perella Weinberg Partners 

	• 
	• 
	Praxis Mutual Funds 

	• 
	• 
	Prime Buchholz 

	• 
	• 
	Principles for Responsible Investment 

	• 
	• 
	Trillium Asset Management 

	• 
	• 
	Walden Asset Management 


	Intentional Endowments NetworkContext & Catalyst 
	• 
	• 
	• 
	• 
	Growth of the Sustainability Movement .

	• e.g., Paris Agreement, SDGs 

	• 
	• 
	• 
	Elevation of Sustainability in Higher Ed .

	• Climate Leadership Commitment (ACUPCC) 

	• 
	• 
	• 
	Maturing of Sustainable Investing Field .

	• PRI @ 10, US SIF Trends 

	• 
	• 
	Fossil Fuel Divestment Movement 
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	Increasing Pressure. Decreasing Capacity 
	Source: WWF Living Planet. Report, 2008. 
	Declining… Resources Fresh water Topsoil Strength in social fabric Carbon sinks GHG Emissions Pollution Demand Consumption Population Increasing… Communi3es. Individuals Organiza3ons Ins3tu3ons Corpora3ons time Regenera3ve Sustainable Future Investing for the Long Term 
	Figure
	Fig. A: Sustainable, Responsible and Impact Inves'ng in the United States 1995-2016. 
	Fig. A: Sustainable, Responsible and Impact Inves'ng in the United States 1995-2016. 


	Source: US SIF, US Sustainable, Responsible and Impact. InvesAng Trends 2016. 
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	Figure
	Intentional Endowments NetworkTerminology 
	•. 
	•. 
	•. 
	Negative screens / divestment 

	•. 
	•. 
	SRI = socially responsible investing 

	•. 
	•. 
	SRI = sustainable, responsible, impact investing .

	•. 
	•. 
	ESG integration = environmental, social & governance factors 

	•. 
	•. 
	Impact investing 





	“All Investing Is Impact .Investing” .
	“All Investing Is Impact .Investing” .
	Intentional Endowments NetworkBarriers 
	• 
	• 
	• 
	• 
	Financial performance 

	• 
	• 
	Fiduciary duty 

	• 
	• 
	Lack of peer examples 

	• 
	• 
	Lack of investment vehicles 


	• 
	• 
	Evolving deﬁnitions and standards 

	• 
	• 
	• 
	Transaction costs 


	• 
	• 
	Institutional culture, priorities, structure .
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	Intentional Endowments NetworkFiduciary Duty 
	•. 
	•. 
	•. 
	•. 
	Mission alignment. is part. of ﬁduciary responsibility 


	•. 
	•. 
	•. 
	•. 
	Sustainability risks are material 


	–. 
	–. 
	–. 
	–. 
	Stranded assets 


	–. 
	–. 
	Corporate sustainability advantage (eﬃciency, brand value, aXract. & retain talent, ahead of regula3on, produc3vity, etc.) 




	Sect
	Figure

	“Unlike ﬁduciaries of for-proﬁt. companies or pension trusts, ﬁduciaries of. foundaAons and endowments owe legal duAes of obedience. to both the organizaAon's charitable mission and to the observaAon of. the social purposes required of non-proﬁts.”. 
	hXp://www.inten3onalendowments.org/ﬁduciary_duty. 
	hXp://www.inten3onalendowments.org/ﬁduciary_duty. 

	Intentional Endowments NetworkPerformance 
	Figure
	Trustees should “consider all relevant. risk and value factors deemed appropriate when designing the scheme’s investment. strategy. In addiAon to typical ﬁnancial measures, these factors may include environmental, social, and corporate governance issues.” 
	-CFA Ins3tute 
	www.intentionalendowments.org/carbon_risk 
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	www.intentionalendowments.org/carbon_risk 


	www.intentionalendowments.org/ﬁnancial_performance. 
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	Intentional Endowments NetworkPerformance 

	89% of studies show. companies with high ESG. ratings outperform. 
	89% of studies show. companies with high ESG. ratings outperform. 
	-Deutsche Bank, 2012 
	Intentional Endowments NetworkPerformance 

	80% of studies found strong sustainability performance had a positive effect on investment performance 
	80% of studies found strong sustainability performance had a positive effect on investment performance 
	-Clark, et. al., 2015 
	Intentional Endowments NetworkPerformance 
	Sustainable investing funds on an absolute and risk-adjusted basis “usually met, and often exceeded, the performance of comparable traditional investments.” 
	Sustainable investing funds on an absolute and risk-adjusted basis “usually met, and often exceeded, the performance of comparable traditional investments.” 
	-Morgan Stanley, 2016 
	Intentional Endowments NetworkPerformance 
	-Harvard Business School, 2016 .
	Intentional Endowments NetworkPerformance 

	Generation Investment Management .
	Generation Investment Management .
	10 anniversary in 2015: 
	10 anniversary in 2015: 
	th

	•. 
	•. 
	•. 
	Alpha against the MSCI World Index was 5.59% 

	•. 
	•. 
	(12.14% annualized return compared to 6.55% for MSCI World Index) 

	•. 
	•. 
	Political Will & Social License 

	•. 
	•. 
	•. 
	Shift from Consumption to Production 

	•. relative emissions reduction -> absolute emissions reductions (carbon neutral) -> keep it in the ground 

	•. 
	•. 
	Hundreds of campuses, high visibility 

	•. 
	•. 
	One of many tools in the tool kit 


	Intentional Endowments NetworkPerformance 
	Intentional Endowments NetworkPerformance 
	Intentional Endowments NetworkDivestment Movement 
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	25 Year Simulated Historical Performance: “Divestment Appears to Have Little Overall Impact” 
	0 1990-2014 
	S&P 500 ex Fossil Fuels 
	S&P 500 ex Fossil Fuels 


	S&P 500 
	Source: Advisor Partners LLC, “ Fossil Fuel Divestment: Risks and OpportuniAes”, page 5. Chart. source: FactSet Research Systems. 
	ESG BENCHMARK PERFORMANCE 
	Figure
	Source: MSCI. USD Gross Returns as of October 31, 2015 Past. performance is no guarantee of future performance. 
	Source: Tom. Kuh, MSCI. 
	Investors may want. to avoid “Stranded Assets”. (Coal and expensive sources of oil). 
	Investors may want. to avoid “Stranded Assets”. (Coal and expensive sources of oil). 
	Figure
	Source: Bob LiZerman,. Kepos Capital, LP. 
	Intentional Endowments NetworkStranded Asset Risk 
	• 
	• 
	• 
	• 
	Regulatory risk – 

	• 
	• 
	• 
	Carbon price 

	• 
	• 
	“Keep it in the ground” 



	•
	•
	•
	 Market forces – 

	• 
	• 
	• 
	Shell CEO: demand for oil could peak in 10 years (IEA says after 2040) 

	• 
	• 
	UK, France, China, Volvo, GM phasing out combustion engine 
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	Figure
	Intentional Endowments NetworkInvesting in Climate Solutions 
	The Clean Trillion .
	Figure
	www.ceres.org/issues/clean-trillion. 
	www.ceres.org/issues/clean-trillion. 
	www.ceres.org/issues/clean-trillion. 
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	Intentional Endowments NetworkInvesting in Climate Solutions 
	Climate Solutions Investment Initiative (CSII) .
	Climate Solutions Investment Initiative (CSII) .
	•. 
	•. 
	•. 
	Investor-led: foundations, faith-based, endowments 

	•. 
	•. 
	Sharing best-practices & ideas to .advance investments in climate .solutions .

	•. 
	•. 
	Across all asset classes 

	•. 
	•. 
	Convened by Ceres, ICCR, and IEN .
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	Intentional Endowments NetworkInvesting in Climate Solutions 

	White Paper: Investing in Clean Energy. 
	White Paper: Investing in Clean Energy. 
	Figure
	•. 
	•. 
	•. 
	Designed to encourage conversa3on about. the ﬁnancial and societal beneﬁts of clean energy investments higher educa3on can make 

	•. 
	•. 
	Both as a. customer through campus opera3ons and an ins3tu3onal investor through their endowments. 

	• 
	• 
	Explores the current. opportuni3es. and barriers to such investments.. 
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	Intentional Endowments Network“RoadMaps”  
	Georgetown University model 
	Georgetown University model 
	•. 
	•. 
	•. 
	Align –. screen out. investments that. don’t. align with values 

	•. 
	•. 
	Integrate –. integrate material ESG factors into all investment. decisions. 

	•. 
	•. 
	Engage –. be ac3ve owners; proxy vo3ng, dialogue with companies, ﬁle resolu3ons, sign-on to investor statements 

	•. 
	•. 
	Impact –. invest. for direct. posi3ve social / environmental impact. 



	Ceres Blueprint for Sustainable Investing – 10 Steps 
	Ceres Blueprint for Sustainable Investing – 10 Steps 
	•. 
	•. 
	•. 
	• Incorporate ESG into Manager SelecAon 
	Statement. of Investment. Beliefs 


	•. 
	•. 
	Establish Board Level Oversight. 
	• Evaluate Manager Performance 


	•. 
	•. 
	• Align AcAve Ownership and Proxy VoAng with Sustainable Investment. Goals 
	IdenAfy Sustainability Material Issues 


	•. 
	•. 
	Evaluate Asset. AllocaAon for Material • Support. a Sustainable Global Economy 
	Sustainability Risks 


	•. 
	•. 
	•. 
	• Integrate Sustainable Investment. Criteria Across All Asset. Classes & All Strategies 
	Select. an Investment. Strategy & Integrate 
	Sustainability Criteria 


	• 
	• 
	• 
	Letters to External Investment Managers .

	• 
	• 
	Investor sign-on statements 

	• 
	• 
	“Green sleeve” in the endowment 

	• 
	• 
	Make an impact investment 

	• 
	• 
	Place-based, community investing 

	• 
	• 
	Join investor groups – IEN, PRI, CDP, INCR 

	• 
	• 
	Student Managed Funds 




	Intentional Endowments NetworkOther Tools in the Toolkit 
	Intentional Endowments NetworkShareholder Engagement 
	•. Groups and resources: Interfaith Center on Corporate Responsibility (ICCR), Ceres, PRI, As You Sow. 
	Figure
	• May 2017: 
	Figure
	•. 
	•. 
	•. 
	CalPERS and NY State ﬁled climate resolu3ons with Occidental +. Exxon 

	•. 
	•. 
	Asked them to report. on the business impacts of climate change... 

	•. 
	•. 
	BlackRock, State St., Vanguard voted against. management. to pass resolu3ons by 66% and 62%,. respec3vely. 


	Intentional Endowments NetworkCampus Examples 
	• 
	• 
	• 
	www.intentionalendowments.org/case_studies_best_practices 
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	• 
	• 
	Hampshire College 

	• 
	• 
	University of California 

	• 
	• 
	University of Dayton 

	• 
	• 
	Pitzer College 

	• 
	• 
	Yale University 
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	Intentional Endowments NetworkHampshire College 
	Figure
	•. $50 million 
	•. 
	•. 
	•. 
	ESG Integration 

	•. 
	•. 
	Fossil Fuel & Private Prison Divestment 

	•. 
	•. 
	External Managers, Across Asset Classes 
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	Intentional Endowments NetworkUniversity of California 
	Figure
	•. $110 billion ($14 billion) 
	•. 
	•. 
	•. 
	ESG Integration 

	•. 
	•. 
	$1 Billion Commitment to Climate Solutions 

	•. 
	•. 
	IEN, PRI, CDP, Montreal Pledge, Aligned Intermediary 
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	Intentional Endowments NetworkUniversity of Dayton 
	•. $500 million 
	•. 
	•. 
	•. 
	2014: Announced that it would divest from fossil fuels. 

	•. 
	•. 
	Values as a Catholic university 

	•. 
	•. 
	Commitment to climate action through the Presidents’ Climate Commitment, 

	•. 
	•. 
	Broad support of human rights 

	•. 
	•. 
	Reduced ﬁnancial risk associated with stranded assets 


	Figure
	Intentional Endowments NetworkPitzer College 
	•. $132 million 
	•. 
	•. 
	•. 
	2014 Announcement: divest from fossil fuels through “integrated fossil fuel divestment-climate action model.” 

	•. 
	•. 
	Model includes developing an ESG policy, creating a sustainability fund within the endowment 

	•. 
	•. 
	2017: Seed investor for BlackRock’s new fossil free, ESG-integrated ETF 


	Figure
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	Intentional Endowments NetworkYale University 
	•. $27 billion 
	•. 
	•. 
	•. 
	Ethical Investor, 1972 

	•. 
	•. 
	Advisory Committee on Investor Responsibility 

	•. 
	•. 
	2014: Swenson Letter to Managers on Climate Risk 


	Yale asks. that when making investment decisions. on the University’s. behalf, you assess. the greenhouse gas. footprint of prospecDve investments, the direct costs. of the consequences. of climate change on expected returns, and the costs. of policies. aimed at reducing greenhouse gas. emissions. on expected returns. 
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	Intentional Endowments NetworkSocial Impact 
	• 
	• 
	• 
	Reallocate capital 

	• 
	• 
	Powerful market signal – higher ed’s social capital 

	• 
	• 
	Transform ﬁnancial system 

	• 
	• 
	Education & student experience 

	• 
	• 
	Norms and worldview on purpose of capital 


	Intentional Endowments NetworkSocial Impact “Sell .side”. Analysts Regulators, Standard.Seeng. Asset Owners Trustees. Asset Managers Investment. Consultants. Corporate.. Management Consumers. Faculty, Staﬀ, Students, Alumni Network. of Inﬂuence 
	Intentional Endowments NetworkCollective Impact 










