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Discussion
The 2005-2006 Global Equities workplan includes a comprehensive study to review the efficacy 
of environmentally screened portfolios.  Investor interest in environmental products is growing.
Because of this interest, staff commissioned Pension Consulting Alliance (PCA) to prepare the 
attached report to determine what, if any, opportunities there may be in implementing this 
strategy.

PCA concluded the following: 

An environmentally oriented public security investment program can achieve reasonable 
financial returns and environmental bottom line results. 

The market is multifaceted and emerging, therefore there may be varying ways to 
implement an environmental program. 

The main caveat to both of the conclusions is defining the objectives of the program.  
Additionally, the information available is not abundant and it is difficult to identify any market 
trends.

Conclusion
As the next step, staff will issue a Request for Proposal to gather information on the potential 
universe.  This program will be managed within the active domestic equity portfolio.  Funding 
levels will be determined based on the responses and the implementation of the active equity 
allocation.
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I. Executive Summary

CalSTRS is exploring the concept of establishing an investment program that would 
make sustainable investments in public securities. As part of this exploration, CalSTRS 
Staff requested that PCA provide an overview of environmentally responsible investment
opportunities.  To meet this request, PCA (i) reviewed the existing literature, (ii) 
conducted a survey of environmentally screened products, and (iii) analyzed the 
investment performance of funds that include an environmental screen in their 
investment process, and compared their results with those of their respective peer 
groups by asset class.

This report provides our key findings on the options available for environmentally 
responsible investing in public securities. CalSTRS Staff supported, and provided input 
to this report.

Summary Conclusion 

We draw two broad conclusions from this review. First, in our opinion, double bottom line 
expectations are achievable in this market. In our opinion, an environmentally oriented
public security investment program can be built in the current marketplace that seeks to 
achieve reasonable financial return and environmental bottom line results. To pursue an 
environmental bottom line in addition to a financial bottom line, the program’s 
environmental objective would need to be defined. Second, because this market is 
multifaceted and emerging, there is more than one way to make investments in 
environmentally oriented public securities. Therefore, any program development would 
need to consider a range of questions to specify the objectives of the program.

Key Findings

Financial markets appear to be expressing an increased interest in 
environmental factors and in rising concerns over the financial risks and 
opportunities of environmental issues for companies globally.

Most public security investment funds that employ an environmental screen 
also use other socially responsible screens in their investment decisions.
Eighty percent of the funds in this survey (84 of 105 funds) market their 
product with a Socially Responsible Investor (“SRI”) mandate that is broader
than environmental responsibility. 

A growing number of managers screen specifically for environmental issues 
rather than incorporate a broad range of SRI screens into the investment 
process. In 1990 we found zero environmentally specific products. In 2005
we found 11 firms that offer 21 environmentally specific products.

Environmentally screened funds are offered by a range of firms from large
global financial institutions, to specialty firms focused primarily on socially 
responsible investing, to very small independent firms.
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Environmentally screened assets under management are heavily 
concentrated among a few firms. Six of forty firms in our survey manage 72% 
of the assets in these products. However, there is recent growth in the 
number of new entrants into these markets. The new entrants include many 
global financial institutions that avoided SRI/environmental investment 
mandates until recently.

The vast majority of environmentally screened assets under management are 
managed as retail products (mutual funds) for individuals. The data indicate 
that a growing number of products are designed to address the needs of
institutional investors.

The market opportunities to invest in environmentally screened products are
expanding across asset classes. The preponderance of environmentally 
screened assets under management concentrate on U.S. equities.  However, 
global, non U.S., and Canadian equity funds; U.S. and international balanced 
funds; hedge funds; and exchange-traded funds are also available.

The investment approaches to environmental screens have evolved. Today
managers use both negative screens, that exclude companies deemed to 
have a negative impact on the environment, and positive screens that only
include companies that are judged to be environmentally sensitive. The 
market has also evolved to include the ranking of companies based on their
environmental behavior. These rankings are then used to overweight or 
underweight individual securities, rather than completely include or exclude 
specific stocks. The environmental rating systems are developing to 
encompass more sophisticated financial implications of environmental issues. 

PCA reviewed the recent investment performance of SRI products that 
include an environmental screen in their investment process. The general 
conclusion from the survey is that the environmentally screened U.S. equity 
products, U.S. fixed income products, and the balanced funds appear to fall
on the whole, near the median of their respective peer groups for the recent
performance periods. For these asset classes more than half of the 
managers often outperformed their specific benchmarks, with differences for 
the 1-year, 3-year, and 5-year periods for each asset class. 

The results for environmentally specific U.S. equity products as a group 
are mixed during the one-year, three-year, and five-year periods ending 
June 30, 2005. The excess return results of the environmentally specific
mandates, or the product return gross of fees minus the product’s 
specific benchmark, indicate that half or less of the managers 
outperformed their specific benchmark, for each of the one-year, three-
year, and five-year periods under review, with the best performance in 
the five-year period.

For the period studied, the global, non U.S., and Canadian equity, and the 
non-U.S. fixed income environmentally screened products appear to have 
produced risk- adjusted returns, and absolute returns somewhat below their 
respective peer groups (global equity products, international equity products, 
Canadian equity products, and similar appropriate fixed income peer 
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universes). For these asset classes, more individual managers 
underperformed their respective benchmarks than outperformed their 
benchmarks overall in the one-year, three-year, and five-year periods under
review.

II. Scope of Review

This paper provides the CalSTRS Investment Committee with an informed point of view 
on the options available today to invest in Environmentally Oriented Public Security 
Products.  The resources used in this review included: 

Reviews of papers, reports, surveys and articles published in industry 
publications and the public press. 
Responses to a survey PCA conducted of investment products that 
include an environmental or eco-sustainability screen.

III. Introduction – The Universe and the Marketplace

PCA’s survey covers $27 billion in assets under management today that are 
environmentally screened. The 2003 Report on Socially Responsible Investing Trends in 
the United States by the Social Investment Forum found $28.9 billion in assets were 
screened for environmental concerns.

Institutional Interest in environmental products is growing
PCA’s review found that institutional investor interest in environmental products is 
broadening, mirroring heightened concerns over environmental issues. For example, a 
new coalition of investors – the Investor Network on Climate Risk (“INCR”), formed in
November 2003 with ten institutional investors representing $600 billion in assets under
management, had grown by May 2005 to over 40 members representing $2.7 trillion of
assets.  CalSTRS is currently a member of this organization.

Another indication of the widening interest in environmental investment products is that
the market for environmentally responsible products is expanding beyond the socially
responsible investor network. We found mainstream financial institutions making the
case that environmental risks and opportunities pose potential risks and opportunities for
almost every company, and can carry financial implications. For example, a Goldman
Sachs 2005 report cautions that environmentally related issues are not just a Socially 
Responsible Investor (“SRI”) issue, but are an important theme for fundamentally based 
investors as well. 

Environmental factors are expected to become increasingly important to investors
Multiple indicators suggest that environmental screens will become increasingly 
important to investors as environmental concerns become ever greater financial and 
competitive concerns for companies. Such factors include:

Regulatory requirements for stronger environmental performance, 
particularly related to climate change issues are tightening at the global, 
national, and regional levels. The enactment of the Kyoto Protocol on 

 5 



emission standards marks one significant global shift in the regulatory
environment.

The globalization and intensification of industrial competition is increasing
the level of environmental and social risk for major corporations and 
investors. Notably, rapid economic growth in China and India is driving 
strong energy demand, while geo-political events in the Middle East, 
exacerbated by recent devastating hurricanes hitting U.S. oil producing,
refining, and distribution centers have contributed to a dramatic increase
in oil prices.  These developments have fueled concerns over energy use 
and levels of energy intensity among companies and heightened interest 
in alternative “clean energy” sources and technologies.

There are growing pressures from international non-governmental
organizations. For example, the United Nations Global Compact was 
launched in 2000 with the aim of promoting responsible global corporate 
citizenship. Under this mandate, the International Finance Corporation
Draft 2005 report – “Who Cares Wins – One Year On” states that to date, 
more than 2000 companies and other stakeholders from over 80 
countries have now joined the Global Compact’s Network. The aim of the 
“Who Cares Wins” initiative is to develop guidelines and 
recommendations on how to integrate environmental, social, and
corporate governance (“ESG”) issues in asset management, securities
brokerage services, and associated research functions, and to suggest 
ways in which various financial sectors, such s stock exchanges and 
pension funds, consider ESG issues. 

The institutional community is experiencing a substantial broadening of 
what is considered to be the legitimate fiduciary responsibility of investors 
to include addressing companies’ social and environmental performance.
(A number of European countries have enacted laws stipulating this 
enlarged view of fiduciary responsibility.) 

The environmentally screened investment market is evolving rapidly
Our research indicates that as institutional investor interest climbs, the market 
opportunities for investing in environmentally screened products are evolving rapidly. 
The earliest environmentally screened product that we found was launched in 1971. The
product was managed under a socially responsible mandate that included an 
environmental screen. Environmentally screened products have evolved significantly
over time in a number of dimensions including:

Environmentally screened products have emerged that are independent 
of broader SRI screened products 
The objective of funds have shifted to include “double bottom line” results 
The types of environmental screens have expanded and become more 
sophisticated
The range of environmentally screened asset classes has widened and 
deepened
More products are being designed for institutional investors 
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Environmentally screened products have evolved significantly over time to include 
products that screen specifically for environmental concerns, rather than for multiple 
social responsibility issues including clean environment criteria. The early generation of
funds concentrated on adding the “green” to broader socially responsible screens. The
first environmentally specific investment product was not launched until the 1990s. We
found 21 products in the market today that are marketed as environmentally screened,
rather than as socially responsible products.

The early genre of SRI funds marketed their products as being socially and 
environmentally responsible, but were not necessarily expected to outperform other 
products in their respective asset classes.  The general approach was based on the 
presumption that it was worth giving up some alpha to invest in a socially responsible 
manner.  A second generation of products and studies find that environmental screens 
(and more broadly, socially responsible screens) are not an automatic detriment to 
generating positive alpha.  Most recently, a broader array of approaches seek to 
generate a positive “double bottom line” – generate positive alpha and invest responsibly 
from an environmental and social point of view. Recent literature includes studies that
find a positive alpha for environmental and sustainability screens, such as Innovest 
(2003) and West LB Panure (2002).  See Appendix V for a range of articles on the 
subject.

The number of different types of environmental screens is growing, and the screening
processes are becoming more sophisticated.  Some strategies utilize a negative
screening process to identify and avoid investing in environmentally irresponsible 
companies. Today’s environmental products encompass investment strategies that 
utilize a “positive” screen to identify and invest in environmentally responsible
companies. Positive screens are used, for example, to focus on companies that have 
policies aimed at reducing harmful emissions or companies that are developing “green”
technologies such as renewable sources of energy. The screening research
encompasses a range of methods, with some firms concentrating more on financial
indicators of responsibility than others. Financial impact considerations are becoming 
more widespread. New developments include strategies that use screens to assign 
environmental risk measurements to securities and then use those environmental 
rankings to overweight and underweight the specific securities in any underlying
investment mandate. Products are also now available that invest based on 
“sustainability” factors. 

The range of equity and debt products that are environmentally screened is expanding 
and deepening to encompass more detailed sub-asset classes. Environmentally 
screened hedge funds and exchange- traded mutual funds are being launched. Eco-
Indexes have appeared. Investment exposure to “clean environment” can be captured in 
new carbon-trading markets in which emission allowances can be bought and sold, 
allowing participants to engage in strategies based on their view of the price of carbon
emissions.

Finally, we found a recent growth in products designed specifically for institutional 
investors. Today, the vast majority of environmentally screened assets are under 
management on behalf of individual investors. Many institutional investors with a 
fiduciary responsibility to focus on investment results, such as pension funds, avoided 
SRI products because of the potential for the SRI products to produce uncompetitive
performance results. In recent years, the data indicate that there is growing interest on
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the part of institutions in environmentally oriented products, and growing attention to 
environmental products designed specifically for institutions that seek competitive
investment performance while attaining environmental objectives. 

The proliferation of environmentally screened products encompasses widely varying 
definitions of environmental responsibility. Therefore, some products that are marketed 
as environmentally responsible may or may not meet a particular investor’s concept of 
environmentally responsible.  For example, the Natural Capital Institute published a 
2004 report on the current state of socially and environmentally responsible investing. 
The report takes a critical look at the SRI mutual fund industry, and suggests that the
industry has no standards or definitions, is unregulated, and largely invests in the same
companies as non-SRI mutual funds. 

IV. Summary of Survey Response Findings

PCA designed the current survey to find out what public security investment vehicles 
currently exist that include an environmental oriented aspect, and sought to analyze the 
performance of all such products in the market today. The survey does not seek to 
answer the question of whether environmental screens or SRI screens can add value to 
an underlying investment strategy. The results of this survey cannot determine whether 
one type of environmental screen will tend to improve financial performance, or harm
financial performance more than another type of environmental screen. The impact of 
the environmental screens on the portfolio returns is embedded in the overall returns 
alongside both the weight of other social screens, and the effects of the core stock 
selection capabilities of the managers. 

Scope of Survey
The first step in the survey was to identify the universe of “green,” or environmental 
public security investment products.  PCA found databases from six different 
organizations that offered relevant data: 

Lipper – a Reuters Company, is a global provider of mutual fund 
information, analytical tools, and commentary to asset managers, fund 
companies, financial intermediaries, traditional media, websites, and 
individual investors.

 Morningstar, Inc. is a provider of independent investment research in the 
United States and in major international markets for individual investors, 
financial advisors, and institutional clients. 

The Natural Capital Institute is a nonprofit organization that researches
principles and practices leading to social justice and environmental 
restoration.

 SocialFunds.com is a website of SRI World Group, Inc., a news,
research, and consulting firm that advises clients regarding sustainability 
investment issues and corporate responsibility practices.

The Social Investment Forum is a national nonprofit membership 
association dedicated to promoting the concept and practice of Socially 
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Responsible Investing. The Forum is made up of over 500 financial 
professionals and institutions.

 CalPERS internal research.

All six sets of data include information on socially responsible funds. Some include 
explicit indications of whether the fund includes an environmental or sustainability screen
in its investment process.  The five public databases are designed to include all types of 
socially responsible funds, not just funds that include environmental investing. The 
Natural Capital Institute database concentrates on environmental screening more than 
the other four public databases.

Second we defined “green” managers/products.  For the survey, we chose to use a 
broad understanding of environmental products and relied on the market to determine 
which products were green.  Thus, we included all products which were identified as 
including some type of environmental or sustainability screen as part of the investment 
process.

From these combined databases, PCA identified approximately 50 firms that appear to 
offer an environmental investing element as part of their investment strategy, and sent 
these firms a survey questionnaire. The questionnaire requested information including
the strategy name, benchmark, description, and inception date of live performance. We 
asked that firms identify for each product whether the product was marketed as an 
environmental strategy, socially responsible investment strategy, sustainability strategy,
or other. We requested assets under management information for each product, and 
information on the degree to which the product served individual or institutional
investors.  Annualized performance data, gross of fees, and benchmark data, was 
requested for the one-year, three-year, five-year, seven-year, 10-year, and since 
inception periods ending June 30, 2005.  We requested calendar year gross of fees 
performance data, and benchmark data for the previous five years. 

Forty firms responded to the PCA survey. In total these firms manage approximately 
$27.0 billion under mandates that include some kind of environmental or sustainability
screen. In comparison, the 2003 Report on Socially Responsible Investing Trends in the 
United States by the Social Investment Forum finds $28.9 billion in assets were 
screened for environmental concerns. With this comparison, we believe the survey 
results are indicative of the state of the general market for environmental public security
products although the survey results do not encompass the entire universe of all 
environmentally screened investment products.

We believe all U.S. investment firms with over $1 billion in assets in this category
responded to the survey. In our opinion, a significant portion of the assets that are 
invested globally with environmental screens either alongside other socially responsible 
screens, or independently, are included. Data was less forthcoming from a few 
international firms, which, in some cases, only serve investors in their home country. 
Some organizations that only cater to specific religions, or whose product is closed, also
did not respond to the survey. 

The discussion below refers to the results of our survey.
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History of Environmental Public Security Products

Socially responsible investing began decades ago. Some early socially responsible
funds included environmental concerns as one element of social responsibility.  The first
launch of an SRI fund that included an environmental screen was in 1971.

Decade of Inception – SRI w/Environmental Products

Decade

No. of

Funds

Percent of all 

SRI

w/environment

Funds

US$ (Millions) Percent of all SRI

w/environment

Funds

1970's 1 1.0 1,688.0 6.2

1980's 9 8.6 14,290.8 52.9

1990's 45 42.9 7,680.8 28.4

2000's 50 47.6 3,356.8 12.4
Total

Group 105 100.0 27,016.4 100.0

No. of Funds Assets

All SRI Funds with an Environmental Screen

Source: PCA Environmental Public Security Investment Products Survey (July 2005).

As shown above, during the 1980s, a total of nine funds were launched, followed by an 
escalation to 45 funds during the 1990s. Fifty new funds, nearly half of the entire funds
available today, were launched in the first years of the 21st century.  Although 90% of the 
products originated since 1990, as of June 2005, the ten funds (10% of all funds) 
launched prior to 1990 still managed over 59% of the total assets of the group.

Environmentally specific investment strategies – products that do not also include other
socially responsible criteria – did not emerge until the 1990s. The growth in the number 
of such products, and the assets under management, began escalating in recent years. 
As shown below, environmentally specific mandates jumped to a total of eight during the 
1990s from zero.
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Decade of Inception – Environmental Specific Funds

Decade No. of
Funds

Percent
of all 

Environ

Specific
Funds

Percent of all
SRI w/

Environment

Funds

US$
(Millions)

Percent
of all

Environ

Specific
Funds

Percent of all
SRI w/

Environment

Funds

1970's 0 0.0 0.0 0.0 0.0 0.0

1980's 0 0.0 0.0 0.0 0.0 0.0
1990's 8 36.4 17.8 650.1 30.4 8.5

2000's 14 63.6 28.0 1,491.0 69.6 44.4

Total
Group 22 100.0 21.0 2,141.1 100.0 7.9

Environmental Specific Funds

AssetsFunds

Source: PCA Environmental Public Security Investment Products Survey (July 2005).

During the first half of the 2000’s an additional 14 environmentally specific investment 
products were launched. Five of these fourteen products were launched in 2005.  These
14 products accounted for 44% of all the SRI/environmental products formed in the 
2000’s.  Despite this recent surge, environmentally specific products account for slightly
less than 8% of the assets under management for public security investment products 
that include an environmental investment strategy.

Concentration of Assets

The $27 billion in public securities that is currently being managed with an environmental
strategy is concentrated in a few firms. As shown below, six firms manage assets of 
US$1 billion or greater with an environmental strategy. These six firms, or 15% of the 
total 40 firms surveyed, currently manage 72% of the assets in the category. Fifty 
percent of the firms surveyed control between $100 million and $1 billion in these 
strategies. These 20 firms account for 26% of the total assets under management in 
these strategies. The fourteen respondents (35% of all respondents) that manage $100 
million or less in environmentally screened assets control 2.2% of the total assets in this
category.

Concentration of Environmental Assets by Company and by Fund 

US$ Assets

Amount Percent of
Total

Amount Percent
of Total

Amount Percent of
Total

$1B or Greater 6 15.0 28 26.7 19,355.1 71.6
$100M to $1B 20 50.0 52 49.5 7,056.6 26.1

$100M or Less 14 35.0 25 23.8 604.7 2.2

TOTAL 40 100.0 105 100.0 27,016.4 100.0

Total Assets (US$ millions)No. of FundsNo. Of Companies

Source: PCA Environmental Public Security Investment Products Survey (July 2005).

 11 



The distribution by firm of the environmentally oriented assets under management does 
not correlate with the total asset size of the financial services of firms providing these
products.  The six firms with $1 billion or more in environmentally screened products 
include five relatively specialized socially responsible firms and one specialized firm that 
is now part of a large global financial institution. At the other end of the spectrum, there 
are a number of large global financial institutions with under $200 million, and some with 
less than $100 million, of assets under management in this field. For example, one 
respondent that manages less than $200 million in assets in strategies with an 
environmental screen indicates that 0.000035% of the total assets of the firm are 
currently in such strategies.

Overall, the firms offering these products employ a range of research strategies.
Investment firms that specialize in socially responsible products concentrate their 
internal research on the environmental and other socially responsible screens and then
often sub-contract the asset management to established mainstream investment firms to 
apply these screens as they select securities.  Some firms have the internal capacity to 
do both the social screens and the general investment product research.  Firms that do 
not specialize in the socially responsible area often will retain an outside research firm 
that specializes in environmentally or broader socially responsible screens to supply
screening information that the manager then uses to avoid, purchase, underweight, or 
overweight specific securities in their portfolio. 

Most of the firms surveyed offer their environmentally screened products to both 
institutional and individual clients. As shown below, over 72%, or 29, of the 40 firms 
surveyed responded that their products are offered to both institutions and individuals. 
These 29 firms manage close to 86% of the total assets under management in these 
products. A small minority stated that they have products geared to only institutions or
only individuals.

Client Type of Environment Products 

TYPES OF CLIENTS IN STRATEGIES

Client Type

US$s Millions

Percent of

total Amount

Percent of

total

Institutional Clients $1,843.6 6.8 6 15.0

Indivdual Clients $1,967.3 7.3 5 12.5

Institutional and Individual $23,205.6 85.9 29 72.5

Total $27,016.4 100.0 40 100.0

No. of FirmsAssets Under Mgt

Source: PCA Environmental Public Security Investment Products Survey (July 2005).

Despite this, the vast majority of the assets under management today are retail products
(mutual funds) designed primarily for individuals. Over 95% of the environmentally 
oriented assets that are managed by the six largest providers of such investment
products are under management for individuals.  We also found that although 85% of the
total assets under management are invested in U.S. securities (see below), the bulk of
the assets under management by firms that offer products only to institutions are 
primarily in non-U.S. products. Most of these assets are managed by non-U.S. 
investment firms.  The six firms that offer products only to institutions account for $1.84
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billion of the total $27B under management, and 86% of the $1.84 billion in assets are
invested in non-U.S. product mandates.

The data indicate that investment managers are increasing their efforts to design 
environmental products for institutions. Many established vendors just recently
implemented products designed to service institutional accounts.  Three of the six firms
that offer products only to institutions are recent entrants to the overall SRI markets, 
having launched their first environmental products in 2002, 2004, and 2005 respectively.
In addition, three of these six firms offer products that are environmentally specific 
products rather than broader SRI products with an environmental screen. The three 
firms offering environmentally specific products only to institutions manage a small $224
million in environmental products at this time. 

Firms headquartered in the United States manage the preponderance of the assets in
environmental public security products.  As shown below, 27 of the 40 respondents 
(67.5%) are headquartered in the United States. These firms manage 84.7% of the total
assets among the survey respondents. Eight firms (20% of the respondents) are 
headquartered in Canada and manage approximately 10% of the total 
SRI/Environmental assets in the survey. The Netherlands and the UK are each home to 
two investment firms offering environmental products. One respondent is headquartered
in France. 

Geographic Headquarters of Firms with Environment Products 

Country

Number  (percent of

total)

Number  (percent of

total)

(US$ MM) (percent of

total)

US 27 67.5 72 68.6 22,888.1 84.7

Canada 8 20.0 21 20.0 2,636.8 9.8

Netherlands 2 5.0 2 1.9 501.0 1.9

United Kingdom 2 5.0 5 4.8 189.4 0.7

France 1 2.5 5 4.8 801.1 3.0
TOTAL 40 100.0 105 100.0 27,016.4 100.0

Total $ AssetsNo. of FundsNo. of Companies

Source: PCA Environmental Public Security Investment Products Survey (July 2005).
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Environmental Strategies by Product Category 

PRODUCT BREAKDOWN

No of 

Funds

No. of Funds

(% of Total)

Assets in

Strategy (US$

millions)

Assets (% 

of Total)

Balanced Funds 10 9.5 3,664.0 13.6

Canada 2 1.9 43.7 0.2

Non-U.S. 1 1.0 5.2 0.0
U.S. 7 6.7 3,615.1 13.4

0.0

Equity Funds 83 79.0 22,097.3 81.8
U.S. 47 44.8 18,230.4 67.5

Non-U.S. 16 15.2 2,292.5 8.5

Global 13 12.4 1,280.7 4.7
Canada 7 6.7 293.7 1.1

Fixed Income Funds 8 7.6 1,163.1 4.3
U.S. 5 4.8 1,035.5 3.8
Non-U.S. 1 1.0 65.0 0.2
Canada 2 1.9 62.6 0.2

Spec. Sit 2 1.9 1.6 0.0
U.S. 2 1.9 1.6 0.0

0.0
Money Market 2 1.9 90.6 0.3
Canada 1 1.6 1.6 0.0
U.S. 1 1.0 89.0 0.3

22,971.6
TOTAL 105 100.0 27,016.6 100.0
Source: PCA Environmental Public Security Investment Products Survey (July 2005).

The assets under management in environmentally oriented public security products are 
also heavily concentrated in equities. As illustrated above, nearly 82% of all the assets
under management are dedicated to equity products, with nearly 68% devoted to U.S. 
equity products. Balanced funds account for 13.6% of the total assets. The remaining 
4.6% of the assets in the environmentally screened products are spread among fixed
income, money market, and special situation products, including hedge funds. In total,
85% of the assets under management in this survey are under mandates to invest in 
various U.S. security markets. 

Investment Performance Analysis of Funds with Environmental Screens

This section presents the recent investment performance of the environmental strategy
products in the survey and compares this performance to peer group universes of 
general investment products in each broad asset class.  For example, the
environmentally screened products dedicated to U.S. equities are compared to a peer
group universe of general U.S. equity products. Below is a summary of our findings. 
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The following analysis is limited in that we analyzed only current universe data from all 
respondents to our survey. We analyzed nine broad product groups independently as 
shown below.

Number of products in performance analysis by asset class 
Asset Class Number of products

with performance data 

     Equity 67
        US equity 38
        Environmentally specific US Equity 19
        Global equity 11
        Non-U.S. Equity 11
        Canadian Equity 7
     Fixed Income 5
         U.S. Fixed Income 4
         Canadian Fixed Income 1
    Balanced Products 10
    Money Market 1
Total 83

Another caveat is that our analysis is period specific.  We found the greatest number of 
products with longer track records in the U.S. equity sector,. For this asset class we 
analyzed performance for the 1-year, 3-year, 5-year, and 10-year periods ending June
30, 2005. The U.S. equity products include a wide range of strategies, including large 
cap core, large cap value, large cap growth, small cap, mid cap, mid cap growth, and 
small cap growth, as well as a commensurate array of benchmarks.  There were too few 
products in the responses to the survey to provide a meaningful detailed analysis by 
U.S. equity sub-asset classes. For all other asset classes we analyzed performance only 
over the last five years, ending June 2005, primarily due to the paucity of data over 
longer periods. Throughout this study, all investment returns are gross of fees. 

As mentioned above, the results of this survey cannot determine whether one type of 
environmental screen will tend to improve financial performance, or harm financial 
performance more than another type of environmental screen. The impact of the 
environmental screens on the portfolio returns is embedded in the overall returns 
alongside both the weight of other social screens, and the effects of the core stock 
selection capabilities of the managers. 

For example, one manager, that uses more traditional environmental and social 
screening processes, has produced very mixed results among multiple asset class
products using the same environmental and social screens for each asset class.  This
particular firm outsources the investment management of each product to sub-advisor 
specialists in particular asset classes. The firm is in the process of replacing a number of 
investment managers in asset classes that have been underperforming. In this case, the 
fact that managers in certain asset classes are producing strong positive results, while 
managers in other asset classes are underperforming under the same environmental 
and social screens, suggests that the stock selection capabilities may be a primary 
cause of the underperformance in the particular asset classes, rather than the social and
environmental screens being applied.
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An example of a more recent approach to environmental screening comes from a firm 
that produces environmental rankings that rely relatively heavily on financial metrics. 
This firm’s environmental ranking screens are being used by three mainstream 
investment managers to underweight and overweight the securities each manager 
selects. All three managers have mixed positive and negative results relative to their 
specific benchmarks, but for such a short time frame as to be relatively meaningless.
Indeed, it may be that the environmental screens improved the results of these
manager’s portfolios over their returns if they had not utilized the environmental risk 
weightings.

These examples illustrate the difficulty in trying to draw conclusions from the data in this
survey about the relative financial strengths or weaknesses of one approach to 
environmental screening compared to another.

PCA performed three basic performance analyses to compare the investment results of 
funds that include an environmental strategy to their asset class peer group.

First, for each broad mandate we produced return and risk scatter charts.  This type of 
chart shows the relation of a portfolio’s return compared to the amount of risk it assumed
to achieve that return. These charts were prepared for one-year, three-year, and five-
year periods (see Appendix II).  The scatter charts provide a graphic and intuitive
indication of the spread of the combined investment returns and risks associated with
both types of managers.  Each dot on a chart represents a specific portfolio.  Darker dots 
represent peer group funds, lighter orange dots funds that include an environmental
screen.  Each dot is located based on its historical investment return and risk, depending
on the period measured.  Annualized investment return is measured on the vertical axis, 
risk (annualized standard deviation of monthly returns) on the horizontal axis.  Dots 
located in the upper left are best because they produced higher returns with lower risk.
Dots in the lower right are worse because they produced lower returns with higher risk. 
The cross-bar on each chart represents the median risk and return for the peer group. 

Second, we compared investment returns independently of risk to determine if there 
were any significant return differences between funds with environmental screens and
their asset class peer group (see Appendix III). In this analysis we include a 
representative benchmark for each broad asset class.  Because many of the individual 
products in the survey, and in each respective peer group, use different benchmarks, the 
asset class benchmark is included only to provide a rough indication of market
performance levels. It cannot be assumed that the representative benchmark is the 
actual benchmark for which each product is designed. For example, we use the S&P 
500 index as the representative index for the U.S. equity asset class because the 
greatest number of products in this category were benchmarked against this index. The
firms included in this group use a total of 14 different benchmarks, including benchmarks
by capitalization and style mandates. 

In the performance charts in Appendix III below, each shaded bar represents one 
environmentally screened product. The lined bar represents a benchmark for the asset
class, although for most asset classes, the firms included use many more benchmarks
than the one representative that was included. The unshaded bar represents the median 
return of the peer group universe. For the U.S equity asset class, we included two 
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benchmarks – the S&P 500, used by the most products in the group of products, and the 
Russell 3000 Index, which is the CalSTRS US Equity benchmark. 

Third, we analyzed the excess returns of each manager compared to the benchmark 
that the firm identified for that product (see Appendix IV).  The excess return measures 
the manager return minus the benchmark return. A positive number indicates that the
manager outperformed their benchmark for the period under question. A negative
number means that the manager underperformed their benchmark. Excess return 
measurements allow us to compare each product to its specific benchmark.  This 
approach is limited in that we do not have available a peer group of data that identifies 
excess returns. A peer group comparison can be important in judging excess return 
results for a limited time period. For example, in certain time periods when the returns for 
a given asset class are surging due to movement in a specific sub-sector of the asset
class, such as energy stocks, or securities of lower quality firms, a broad group of 
managers may under-perform the benchmark for the period because their investment 
style excludes, for example, low quality stocks. Thus, while the excess return information 
gives an indication of performance relative to a manager’s specific market, the broad 
conclusions that can be drawn from this analysis are limited. 

The excess return charts represent the same managers that are found in each
performance chart. Each bar in the excess return charts represents the return gross of
fees minus the specific benchmark for one manager.  For the U.S equity asset class, we
have included two benchmarks – the S&P 500, used by the most products in the group, 
and the Russell 3000 Index, which is the CalSTRS US Equity benchmark. 

Summary of Investment Performance Findings

PCA reviewed the recent investment performance of SRI products that include an 
environmental screen in their investment process. The general conclusion from the 
survey is that the environmentally screened U.S. equity products, U.S. fixed income 
products, and the balanced funds appear to fall, on the whole, near the median of their 
respective peer groups for the recent performance periods and often more than half of
the managers outperformed their specific benchmarks, with differences for the 1-year, 3-
year, and 5-year periods for each asset class. The results for environmentally
specific U.S. equity products as a group are mixed during the one-year, three-
year, and five-year periods ending June 30, 2005. The excess return results 
against the S&P 500 benchmark for all of the environmentally specific mandates 
indicate that half or less of the managers outperformed their specific benchmark 
for each of the one-year, three-year, and five-year periods under review, with the
best performance in the five-year period.

The global, international, and Canadian equity, and the international fixed income 
environmentally screened products appear to have produced risk-adjusted returns, and
absolute returns somewhat below their respective peer groups of global equity products, 
international equity products, Canadian equity products, and similar appropriate fixed 
income peer universes for the period studied.  For these asset classes, more individual 
managers underperformed their respective benchmarks than outperformed their 
benchmarks overall in the one-year, three-year, and five-year periods under review. 

We caution that these results are compromised by the wide range of sub-asset classes
comprising each asset class, and the lack of a uniform benchmark across enough of the 
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surveyed products to produce statistically meaningful results. Appendix I below 
summarizes the results within each asset class.

V. Conclusion – Implications for a Public Security Environmental Investment Program

Below we review the implications of our findings for building an environmentally oriented
public investment program.  We draw two general conclusions. First, in our opinion, 
double bottom line expectations are achievable in this market. An environmentally 
oriented public security investment program can be built in the current marketplace that
seeks to achieve reasonable financial return and environmental bottom line results. To
pursue an environmental bottom line in addition to a financial bottom line, the program’s 
environmental objective would need to be defined. Second, because this market is 
multifaceted and emerging, there is more than one way to invest in environmentally 
oriented public securities and therefore any program development would need to 
consider a range of specific questions regarding to specify the objectives of the program.

Double bottom line expectations are feasible

From a financial return perspective, our review led us to conclude that opportunities for
positive alpha generation can be found among the environmentally oriented public 
securities managers. In general, the results of this survey cannot determine whether one 
type of environmental screen will tend to improve financial performance, or harm 
financial performance more than another type of environmental screen. 

From an environmental bottom line perspective, a range of environmental screens are
available. If the objectives of the investment program are constrained to a financial 
bottom line, rather than a double bottom line, and the sole purpose of the program is to 
invest in environmental products as a way to access alternative return opportunities, 
then a program might be designed to seek out the best environmentally oriented 
managers from a financial perspective, regardless of the environmental screening
approach that each manager uses. Such a program objective would suggest that the
program use the same criteria that would be used in a standard manager search within a 
specific asset class to select managers. If the program objective includes an 
environmental bottom line, in addition to a financial return, then additional decisions 
would be required prior to the launch of the program. The program would require a 
definition of the environmental purpose of the program – the environmental bottom line. 
This type of approach would require additional thinking about the types of environmental
screening methods that the program sought to embrace from an environmental point of 
view. For example, in the existing marketplace, a program could be built around such 
different environmental objectives as:

just invest in green technologies
avoid environmental offenders 
underweight and overweight rather than include or exclude 
specific securities 

 multiple strategies

The current marketplace offers a range of opportunities to invest with different types of 
environmental screens. Whether it is decided that the program seek exposure to a mix of 
screening methods, or sets forth a more narrow environmental objective, in our opinion,
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any search process should request detailed information on the environmental screening
process, including information on individual securities held in the portfolio. Such
information can help ensure that the methods and results of a given manager’s approach
to environmental screening conform to the investment program’s environmental bottom 
line.

This emerging, multifaceted market requires a number of decisions for program design

We found that the environmentally oriented public securities market is broad, 
multifaceted, and in many ways just emerging in its own right independently of other SRI 
considerations. These facts raise a number of questions that should be considered when 
designing an environmentally oriented investment program. 

First, the question should be addressed of whether or not the program would 
seek to invest only in environmentally specific products, or whether investments 
in broader SRI products that incorporate a green element would be considered. 
As discussed above, only 21% of the environmentally oriented investment 
mandates, and 8% of the total assets in this field are marketed as 
environmentally specific products. The vast majority of environmentally oriented 
assets are managed under a broader SRI product.  If a program were designed
to seek out green only products, then the search process would probably require 
issuing a Request for Proposals (RFP) specifically for such products. If the
program is designed to encompass both environmentally specific products and 
broader SRI products that include a green screen, then it would be feasible to 
invest in existing mutual funds which, for the most part, also include broader SRI 
criteria.

Second, the program would need to determine which asset classes would be 
addressed. The environmental marketplace offers a range of products across
multiple asset classes. Products can be found in all major asset classes,
although some asset classes are more robust than others at this point in time. A 
fully developed program might seek to invest domestically and internationally,
and in equity and debt products.  Another alternative is to initiate the program
slowly and begin with one asset class. Under this framework, multiple options are 
open. For example, the first investments might be geared to U.S. equities. This 
approach would allow the program to start with the asset class in which the
majority of the environmentally oriented assets are under management, the 
greatest number of managers are concentrated, a wide range of environmental 
screening approaches are being utilized, the longest track records are available, 
and the performance results for the group appear to be overall near the median 
of the peer group universe of US equity investors. 

Third, a determination should be made of the sub-asset classes in which to 
invest from both a financial and environmental bottom line. For example, from a 
financial bottom line perspective, the program might seek to allocate assets such
that a market weighted exposure to sub-asset classes is developed. From an 
environmental perspective, including small cap products may open up a greater
number of opportunities to tap new green technologies than a program 
concentrated on large cap products only. Investing in large cap environmentally 
oriented products would open up a greater number of investment options across 
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the full range of negative, positive, and weighting environmental screening
approaches.

Fourth, the length of the track record that is required by the program should be 
considered in light of the potential implications for range of investment options
that would be available. Our findings suggest the environmental investment 
market is young and is currently both experiencing significant growth in the 
number of managers and in the breadth and sophistication of the environmental 
screening techniques. If an environmentally oriented program seeks to invest in 
today’s emerging market, the minimum requirements for the length of a live track 
record may affect the number of managers and environmental screening
approaches that the program can access. A shorter live track record requirement
would be necessary to include some of the more recent approaches and a 
broader range of managers, than if the program is designed to invest only with 
more established managers and traditional screening practices. 

In conclusion, the results of this study suggest that an environmentally oriented program
that incorporates competitive return objectives is feasible. It also suggests that there are
a range of questions that should be addressed to carefully define an environmentally 
oriented public securities investment program. 
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Appendix I: Summary of Performance (Gross Returns) by Asset Class of 
Products with an environmental screen

US Equity Managers  (SRI w/Environmental)
For the period ending June 30, 2005, the performance results include 38 U.S. equity 
funds with a one year track record, 34 managers with a three year track record, 28 
managers with a five year track record, and 12 managers with a ten year track record.

The scatter diagrams indicate that that the environmentally screened U.S. equity 
products are clustered near the median of the peer group universe for all periods. This 
result indicates that on the whole, the risk-adjusted performance of environmentally 
screened U.S. equity products is on par with the broader peer group universe for these 
time periods. For the three and five year periods there is an environmental product 
outlier that exhibits near median risk with lower returns than any of the group peer 
managers.

The performance charts for the U.S. equity managers indicate that less than half of the
environmentally screened products outperformed their peer group median performance 
for any period. The strongest results were for the 10-year period when exactly half of the
managers outperformed the peer group universe median. 

In the excess returns data for the 1-year and 3-year periods, less than half of the 
managers outperformed their specific benchmarks. For the 5-year 64% of the 
environmentally screened managers outperformed their respective benchmarks. For the 
ten-year period, ten of twelve managers outperformed their specific benchmark.

Environmentally-specific product managers
For the period ending June30, 2005, the performance results include 19 funds with a 
one year track record, 16 managers with a three year track record, and 9 managers with 
a five year track record. This group of funds includes U.S. equity managers, Balanced
Fund managers, Hedge Fund managers, and International and Canadian Fund 
managers.

The risk-adjusted return scatter diagrams for this group are presented only for the U.S. 
equity managers, which represent the largest sub-group of environmentally specific 
products within the group (six managers). The scatter diagrams indicate that that the 
environmentally-specific U.S. equity products are clustered near the median of the peer
group universe for all periods. This result indicates that on the whole, the risk-adjusted
performance of environmentally specific U.S. equity products is on par with the broader 
peer group universe for these time periods. For the one-year period, the environmental
product outlier exhibits near median returns with higher risks than any of the peer group 
managers.

The performance charts are presented for all 19 environmentally specific products. The
peer group is the U.S. equity universe of managers. These charts indicate that less than
half of the U.S. equity environmentally screened products outperformed their peer group
median performance for any period. The strongest results were for the one-year period 
when 42% of the U.S. equity managers outperformed the peer group universe median. 

The excess returns data for the one-year and three-year periods show that less than half
of all environmentally specific managers outperformed their specific benchmarks. For the 
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five-year exactly half, or five of ten environmentally screened managers outperformed 
their respective benchmarks.

Global Equity Managers  (SRI w/Environmental)
For the period ending June 30, 2005, the performance results include 11 global equity
funds with a one year track record, 10 managers with a three year track record, and 6
managers with a five-year track record.

The scatter diagrams indicate that the environmentally screened global equity products 
are spread around and below the median of the peer group universe for all periods. This
result indicates that on the whole the risk-adjusted performance of environmentally 
specific U.S. equity products is poorer than the broader peer group universe for these 
time periods. During each period a number of environmentally screened global equity
managers show higher risk and lower return results than the peer group managers. 

The performance charts indicate that only one of the environmentally screened products 
of global equity managers outperformed their peer group median performance during the 
one-year and three-year periods, and all managers underperformed the peer group 
median during the five-year period. 

The excess returns data show that half or less of all environmentally specific managers
outperformed their specific benchmarks in any period. The best performance showed for 
the five-year where three of six environmentally screened global equity managers 
outperformed their respective benchmarks.

Non-U.S. Equity Managers  (SRI w/Environmental)
For the period ending June 30, 2005, the performance results include 11 non–U.S. 
equity funds with a one year track record, 7 managers with a three year track record, 
and 6 managers with a five year track record. 

The scatter diagrams indicate that the environmentally screened international equity
products are spread around and below the median of the peer group universe for all 
periods. This result indicates that on the whole, the risk-adjusted performance of 
environmentally specific international equity products is poorer than the broader peer 
group universe for these time periods. During each period, a number of environmentally 
screened global equity managers exhibit higher risk and lower return results than peer
group managers.

The performance charts indicate that five of eleven of the environmentally screened 
international equity products outperformed their peer group median performance during 
the one-year period, two of seven outperformed during the three-year periods, and two
managers outperformed the peer group median during the five-year period.

The excess returns data show that half or less of all environmentally specific managers
outperformed their specific benchmarks in any period. The best performance showed for 
the five-year period when three of six environmentally screened international equity 
managers outperformed their respective benchmarks.

Canadian Equity Managers  (SRI w/Environmental)
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For the period ending June 30, 2005, the performance results include seven Canadian 
equity funds with a one year track record, five managers with a three-year track record,
and two managers with a five-year track record. 

The scatter diagrams indicate that the environmentally screened global equity products 
are spread around and below the median of the peer group universe for all periods. This
result indicates that on the whole, the risk-adjusted performance of environmentally 
specific U.S. equity products is poorer than the broader peer group universe for these 
time periods. During each period a number of environmentally screened global equity
managers show higher risk and lower return results than the peer group managers. We 
note that this particular universe is quite small compared to the database PCA utilized 
for universe data, and thus these results are less meaningful than for other asset 
classes.

The performance charts indicate that only one of the Canadian environmentally
screened products outperformed their peer group median performance during the one-
year period, and all managers underperformed the peer group median during the three
and five-year periods. 

The excess returns data show that less than half of all environmentally specific 
managers outperformed their specific benchmarks in the one-year period, and none 
outperformed in the five-year period. The best performance showed for the three-year 
period where three of five environmentally screened Canadian equity managers with
three-year track records outperformed their respective benchmarks.

U.S. Fixed Income Managers  (SRI w/Environmental)
For the period ending June 30, 2005, the performance results include four U.S. fixed
income managers for each time period. 

The scatter diagrams indicate that the environmentally screened fixed income products 
are predominantly clustered near median of the peer group universe for all periods.

The performance charts indicate that on the whole, at least half of the managers 
outperformed their peer group universe in each period.  The best performance appears 
in the three-year period when all four managers outperformed the peer group universe 
median.

The excess returns data show that at least half of all environmentally screened U.S. 
fixed income products outperformed their specific benchmarks in every period. Three of 
the four managers outperformed their respective benchmarks during both the one-year 
and three-year periods.

Canadian Fixed Income Managers  (SRI w/Environmental)
For the period ending June 30, 2005, the performance results include one Canadian 
fixed income manager with one-year track record.

The performance charts and excess return data indicate that the manager slightly 
underperformed its specific benchmark for this one-year period.

Balanced Funds  (SRI w/Environmental)
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For the period ending June 30, 2005, the performance results include 10 balanced funds
with a one year track record, 5 managers with a three year track record, and 5 managers 
with a five-year track record. 

The scatter diagrams indicate that that the environmentally screened global equity 
products are spread around and below the median of the peer group universe for all 
periods. This result indicates that on the whole, the risk-adjusted performance of 
environmentally specific U.S. equity products is poorer than the broader peer group 
universe for these time periods. During each period a number of environmentally 
screened global equity managers show higher risk and lower return results than the peer
group managers. 

The performance charts indicate that on the whole, over half of the balanced funds 
outperformed their peer group median performance during the one-year and three-year 
periods.

The excess returns data show that less than half of all environmentally screened 
balanced fund managers outperformed their specific benchmarks in the one-year period, 
all managers with three-year track records outperformed their specific benchmarks for 
that time period, and two of the four managers with five-year excess return data 
outperformed their respective benchmarks for this time period.

Money Market Funds  (SRI w/Environmental)
For the period ending June 30, 2005, the performance results include one money market
manager for each time period. 

The scatter diagrams indicate that that the environmentally screened money market
manager produced higher returns than the peer group universe median with median risk 
during all periods.

The performance charts indicate that on the whole, at least half of the managers 
outperformed their peer group universe in each period.

The excess returns data show that the manager underperformed its benchmark in the
one-year period and outperformed its benchmark during the three-year and five year 
periods.

Specialty Funds
We have not included scatter and performance charts for this segment because there is
no general peer group universe or benchmark. We have included the excess 
performance charts which indicate that both managers with data for the one-year period 
outperformed their respective benchmarks, one of two managers outperformed for the 
three-year period, and the one manager with a five-year history outperformed its 
benchmark for that time period.
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APPENDIX II – RISK AND RETURN SCATTER DIAGRAMS, Gross of Fees, SRI w/Environmental:
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Non-U.S. EQUITY FUND UNIVERSE
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APPENDIX III – PERFORMANCE CHARTS, Gross of fees

U.S. EQUITY FUND UNIVERSE, S&P 500 AND RUSSELL 3000
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U.S. EQUITY FUND UNIVERSE, S&P 500 AND RUSSELL 3000
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ENVIRONMENTAL FUND UNIVERSE, S&P 500 INDEX AND RUSSELL 3000
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GLOBAL EQUITY FUND UNIVERSE, MSCI ACWI EX-US
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Non-U.S. EQUITY FUND UNIVERSE, MSCI EAFE INDEX
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 APPENDIX IV – EXCESS PERFORMANCE CHARTS

U.S. EQUITY EXCESS PERF, S&P 500
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US Equity Excess Performance, S&P 500 INDEX 
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US EQUITY EXCESS PERF, RUSSELL 3000 INDEX
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US Equity Excess Performance, RUSSELL 3000 INDEX 
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ENVIRONMENTALLY SPECIFIC FUNDS – EXCESS PERFORMANCE, S&P 500 
INDEX
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ENVIRONMENTALLY SPECIFIC FUNDS – EXCESS PERFORMANCE, RUSSELL 3000 
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GLOBAL EQUITY EXCESS PERF
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NON-U.S. EQUITY EXCESS PERF
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CANADA EQUITY EXCESS PERF
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US FIXED INCOME EXCESS PERF

1 Year Ending 6/30/05
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Canadian Fixed Income Excess Performance

1 Year Ending 6/30/05
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BALANCED EXCESS PERF

1 Year Ending 6/30/05

-10.0

-8.0

-6.0

-4.0

-2.0

0.0

2.0

4.0

E
x
c
e
s
s

A
n
n
u
a

liz
e

d
 P

e
rf

o
rm

a
n

c
e
, 
%

3 Year Ending 6/30/05

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

2.0

E
x
c
e
s
s
 A

n
n
u
a

liz
e

d
 P

e
rf

o
rm

a
n

c
e
,
%

5 Year Ending 6/30/05

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

2.5

E
x
c
e

s
s
 A

n
n
u
a
liz

e
d

 P
e

rf
o
rm

a
n
c
e

,
%

 55 



MONEY MARKET EXCESS PERF
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SPECIALTY EXCESS PERF

1 Year Ending 6/30/05
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APPENDIX VI: LIST OF SURVEY RESPONDENTS

Company Fund Country

Accrued Equities Inc. New Alternatives US
cuity Investment Management Acuity Clean Environment Balanced CANADAA

Acuity Investment Management Acuity Clean Environment Equity CANADA

Acuity Investment Management Acuity Social Values Canadian Equity CANADA
Pooled Social Values Canadian EquitAcuity Investment Management Acuity y CANADA

cuity Investment Management Acuity Clean Environment Global Equity CANADA

US

A
Acuity Investment Management Acuity Social Values Global Equity CANADA

riel Capital Management, LLC Ariel Fund USA

Ariel Capital Management, LLC Ariel Appreciation Fund

Barclays Global Investors (BGI) iShares KLD Select Social Index Fund US
randywine Asset Management, LLC International Value Equity SRI US
alvert Calvert World Values International US

alvert CSIF Balanced Portfolio US

Calvert CSIF Bond Portfolio US

Calvert Calvet Social Index US

Calvert Calvert Capital Accumulation Fund US

Calvert CSIF Enhanced Equity Portfolio US

Calvert Calvert New Vision US

Calvert Calvert Mid Cap Value US

Calvert Calvert Small Cap Value US

Calvert CSIF Equity Portfolio US

Calvert Calvert Large Cap Growth US

Citizens Advisers Citizens Global Equity Strategy US

Citizens Advisers Citizens Balanced US

Citizens Advisers Citizens Income US

Citizens Advisers Citizens Large Cap Growth Strategy US

Citizens Advisers Citizens Small Cap Growth Strateg

B
C

C

y US
Citizens Advisers Citizens Mid Cap Growth Strategy US

Citizens Advisers Citizens Large Cap Value Strategy US
Citizens Advisers Citizens 300 US
Citizens Advisers Citizens Money Market Fund US

CRAFund Advisors Community Investment Composite US

Domini Social Investments LLC

Domini European Social Equity Fund [Ticker

pending] US

Domini Social Investments LLC

Domini Social Equity Fund (Investor shares)
[Ticker: DSEFX] US

Domini Social Investments LLC

Domini Institutional Social Equity Fund [Ticker:
DIEQX] US

Domini Social Investments LLC Domini SMA [separate account product] US

Domini Social Investments LLC

Domini Social Equity Fund (Class R shares)
[Ticker: DSFRX] US

FEMMX Financial Women's Equity Fund US
Fiera Capital Investment Management Inc. Desjardins Environment Fund CANADA

Forward Management, LLC Sierra Club Equity Income Fund US
Forward Management, LLC Sierra Club Stock Fund US
Fred Alger Management, Inc. Alger Socially Reponsible Growth Equity US

Freedom Capital Management, LLC Freedom International Fund US

GWL Investment Management GWL Ethics Fund CANADA
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Company Fund Country

Domini Social Investments LLC

Domini European Social Equity Fund [Ticker

pending] US

Domini Social Investments LLC

Domini Social Equity Fund (Investor shares)

[Ticker: DSEFX] US

Domini Social Investments LLC

Domini Institutional Social Equity Fund [Ticker:

DIEQX] US

Domini Social Investments LLC Domini SMA [separate account product] US

Domini Social Investments LLC

Domini Social Equity Fund (Class R shares)

[Ticker: DSFRX] US

FEMMX Financial Women's Equity Fund US
Fiera Capital Investment Management Inc. Desjardins Environment Fund CANADA

Forward Management, LLC Sierra Club Equity Income Fund US
Forward Management, LLC Sierra Club Stock Fund US
Fred Alger Management, Inc. Alger Socially Reponsible Growth Equity US

Freedom Capital Management, LLC Freedom International Fund US

GWL Investment Management GWL Ethics Fund CANADA

IDEAM GREEN PLANET FRANCE

IDEAM PME FRANCE

IDEAM EUROSOCIETALE FRANCE

IDEAM EUROPE GOUVERNANCE FRANCE

IDEAM I3D FRANCE

IG Investment Management Investors Summa Fund CANADA

ING Investment Management ING Eco Enhanced Core Equitiy US

Kempen Capital Management Orange SeNSe Fund NETHERLANDS
Light Green Advisors Global Eco Index™ US

Light Green Advisors LGA Balanced US

Light Green Advisors Eco Performance Portfolio™ US

Light Green Advisors Eco*Index™ US

Light Green Advisors LGA Multi Cap Multi Strategy Alternative US

Light Green Advisors LGA Market Neutral Relative Value US

Mackenzie Financial Corporation

Mackenzie Universal Sustainable Opportunities

Capital Class CANADA

Meritas Financial Inc. Meritas Money Market Fund CANADA

Meritas Financial Inc. Meritas Canadian Bond Fund CANADA

Meritas Financial Inc. Meritas Jantzi Social Index Fund CANADA

Meritas Financial Inc. Meritas Balanced Portfolio Fund CANADA

Meritas Financial Inc. Meritas International Equity Fund CANADA

Meritas Financial Inc. Meritas U.S. Equity Fund CANADA
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Company Fund Country

Merrill Lynch International Investment Funds Merrill Lynch International Investment Funds

(MLIIF) New Energy Fund UK
MMA MMA Praxis International Fund US
MMA MMA Praxis Core Stock Fund US

MMA MMA Praxis Value Index Fund US
Morgan Stanley Morgan Stanley KLD Social Index Fund US
New Amsterdam Partners Socially Responsible Active Equity US
Parnassus Parnassus Equity Income Fund US
Pax World Funds Pax World Balanced Fund US

Pax World Funds Pax World High Yield Fund -individual US
Pax World Funds Pax World High Yield Fund-institutional US
Pax World Funds Pax World GrowthFund US
Phillips, Hager & North Investment Mgt Ltd. PH&N Community Values Balanced Fund CANADA
Phillips, Hager & North Investment Mgt Ltd. PH&N Community Values Bond Fund CANADA

Phillips, Hager & North Investment Mgt Ltd. PH&N Community Values Canadian Equity Fund CANADA

Phillips, Hager & North Investment Mgt Ltd. PH&N Community Values Global Equity Fund CANADA
Pictet International Management PF European Sustainable Equities CANADA

Piper Jaffray - Philanthropic & Social
Investment Consulting

Piper Jaffray Screened LCValue US

Piper Jaffray - Philanthropic & Social
Investment Consulting Piper Jaffry Screened LCG

US

Piper Jaffray - Philanthropic & Social

Investment Consulting Piper Jaffray Screened Smid
US

Progressive Investment Mgt. Portfolio 21 US
Rexiter Capital Management Rexiter Innovest GEM Fund UK
Riverbridge Partners, LLC Riverbridge Eco Leaders US
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Company Fund Country

SNS Asset Management ASN Aandelenfonds NETHERLANDS
SNS Asset Management ASN Obligatiefonds NETHERLANDS
SNS Asset Management SeNSe Fund NETHERLANDS
SNS Asset Management SNS Duurzaam Aandelenfonds NETHERLANDS

State Street Global Advisors International Alpha Select Environmental Strategy US

State Street Global Advisors U.S. Core Environmental Strategy US
TIAA-CREF CREF Social Choice Account US
TIAA-CREF TIAA-CREF Social Choice Equity Fund (Instl) US
TIAA-CREF TIAA-CREF Social Choice Equity Fund US
UBS Global Asset Management UBS (Lux) Equity Fund - Eco Performance B US
UBS Global Asset Management UBS (Lux) Inst. Fund - Eco Performance BA US
UBS Global Asset Management UBS Other Intl Regional Equity Funds US
Walden Asset Management, a division of
Boston Trust & Investment Mgt Co. Walden Balanced/TAA

US

Walden Asset Management, a division of
Boston Trust & Investment Mgt Co. Walden Growth

US

Walden Asset Management, a division of
Boston Trust & Investment Mgt Co. Walden Value

US

Boston Trust & Investment Mgt Co. Walden Small Cap Innovations US

Boston Trust & Investment Mgt Co. Walden Core Equity US

Winslow Management Company, LLC Winslow Green Growth Fund US
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