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Dedicated to the Pursuit of
Financial Return and Social Change

Highlights

“By engaging proactively with companies, investors like Boston Common can drive
the transition to a more sustainable economy, a healthier planet and more widespread
prosperity. Our thinking is long-term but we can touch and feel our short-term impact
in 2016” Geeta Aiyer, Founder and President

2016 Reach

195

We engaged
companies on sustainability issues around the world.
In the wake of the Paris Agreement in 2015, the majority were climate related.

122

engagements led or
co-led by Boston Common

% Related to
Environment
Governance
Social Issues

118

engagements were
‘comprehensive’ in nature

Ten global impacts in 2016 following our investor engagements

75% related to the environment
16% related to governance
8% related to social issues

2016 Sustainability Impacts

44 measurable improvements/commitments in corporate polices, processes or products
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Awarded highest possible A+ ranking by the UN-supported
Principles for Responsible Investment for our overarching
approach to responsible investment.1
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Listed as one of Top 20 most
active PRI signatories1 in 2016.
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Fashion retailer VF Corp,
(owners of Timberland and
Wrangler) conducted its first
water risk assessment covering
75% of its supply chain,
responded to the CDP Water
survey, and prioritized water
conservation in China and India.

A $1.7 trillion investor
coalition led by Boston
Common united in a joint
call to action directed at 17
banks financing the Dakota
Access Pipeline, including
directly engaging the
impacted indigenous tribe.

Google, Microsoft and
Samsung under the Electronic
Industry Citizenship
Coalition’s new Raw Materials
Sourcing Initiative joined
22 other companies to
ensure the mining of cobalt
does not involve child
labor or contravene other
environmental and
social red lines.

Leading US pharmacist
CVS Health added 100 chemicals
of concern to its Restricted
Substances List for its CVS brand
products. In April 2017, CVS
announced its intention to remove
all parabens, phthalates and the
most prevalent formaldehyde
donors across nearly 600 beauty
and personal care products by
the end of 2019.

Mitsubishi UFJ Financial
Group and Standard
Chartered adopted
better guidance
and/or assessment criteria
with clients that risk the
world’s ability to achieve the
Paris Agreement goals.

Air Liquide, BMW and National
Grid reported steps to improve
operational energy efficiency
including energy and water use,
emissions and waste.

Old Dominion Freight Lines
committed to expand the
networks and qualification
disclosures used to enable
more diverse candidates to
apply for its board.

PepsiCo adopted new
reformulation global goals
to reduce salt, sugar,
saturated fat and transfat,
one of 22 companies to make
improvements following
assessment by the Access to
Nutrition Index.

Changing the Narrative: Critically important global ESG disclosure frameworks in issue areas
such as human rights and chemical footprints were substantially improved and more broadly
adopted by companies. See ESG metrics supported by Boston Common in 2016 on page 7.

TOP 20
1

Principles for Responsible Investment Assessment Reports demonstrate how a signatory has progressed year-on-year and relative to peers.
The PRI did not publish assessment reports publicly in 2016 and 2015. PRI signatories may share their reports, per PRI guidelines. For more
information, including methodology, see "Overview & Guidance" document at: https://www.unpri.org/report/reporting-for-asset-owners-andinvestment-managers

2

Our definition of a ‘comprehensive’ engagement matches that of the UN-supported PRI and is defined as engagements, ‘that involve multiple,
substantive and detailed discussions or interactions with a company (e.g. letters, meetings and calls) relating to a particular ESG issue’. Where
this level of intensity or leadership has not been applied, for example if we have simply added our weight to a collaboration led by others, then
we count this as only a ‘basic’ engagement.

2016

Median score for all signatories

23 out of 28 of the world’s
largest banks now have policies
to enhance due diligence for
carbon intensive sectors,
and/or to increase funding
for renewable energy.
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Introduction

Creating Impact in Public Equities
Welcome to our first annual Engagement Impact Report.
It details how our work in 2016 helped foster
44 improvements in corporate environmental and
social performance, from managing climate risk to food
waste, clean energy to clean chemicals, and from access
to nutrition to access to medicine.
Shareowners in public equities should be more than just
disengaged market participants. As investors, our unique access
to corporate managements enables us to demand transparency
and accountability. We can use this voice more intentionally, to
embolden companies to lengthen their planning horizons and
manage risk and opportunity for the long-term.
At Boston Common, we engage tenaciously with portfolio
companies around the world to help navigate complex
issues like climate change and supply chain management.
As you’ll read in the following pages, our team brings the
mature voice of experienced investors to the table, and
has had meaningful impact in 2016.

Active Owner Engagement
Since our founding, we have worked to advance clients’
objectives through ESG investment and shareowner
engagement. First, we build diversified, high-quality
portfolios that combine financial opportunity, solutions
innovation, and ESG strength. We believe this is a
necessary but not sufficient starting point for having
Impact in Public Equities.
Importantly, we take the next critical step towards creating
Impact by using our shareholder voice in the form of direct
communications, shareholder proposals and proxy voting
to influence corporate behavior on environmental, social
and governance (ESG) issues. The ESG issues we highlight
are selected for their strategic importance to companies,
based on our assessment of sector and business dynamics.
We expect our work will improve the target company’s
fundamentals, and will in due course, be reflected in the
value of its shares.

Our Engagement Framework
(2015–2017)

Environmental

Social

Governance

Promote the transition
to a low carbon &
sustainable future.
This includes our
work on Eco-Efficiency
(energy, water,
emissions and waste),
sustainable energy,
chemical safety and
‘Banks & Climate
Change’.

Promote respect for
human rights,
and gender & income
equality. This includes
our work on responsible
sourcing, Indigenous
Peoples’ rights, access
to nutrition and global
health.

Promote an ethical,
transparent, inclusive &
accountable corporate
culture. This includes
our work on Board
diversity and structure,
lobbying disclosure,
and the “governance
of sustainability”
(Board-level oversight
of sustainability issues,
data disclosure and
assessment.)

Our experienced team combines investment-grade
financial acumen, with a deep understanding of corporate
sustainability issues. We have meaningfully improved
corporate practices in the U.S. and abroad through:
• Sustained dialogue with senior management;
• Supporting the widespread adoption of industry-specific
best practices;
• Creation of standards and metrics to measure
sustainability; and
• Effective use of proxy voting.
On many occasions, we amplify our impact by building
multi-trillion dollar investor coalitions, or by taking a
leadership role in preeminent global investor networks such
as the UN-supported Principles for Responsible Investment
(PRI), CERES, and the Interfaith Center on Corporate
Responsibility (ICCR). In some other instances, dialogue
behind closed doors may give our call for change a better
chance for success.

We have an obligation to be caring, responsible stewards of capital on behalf of its beneficiaries.
We work tenaciously with companies across the world to help navigate complex issues like
climate change and supply chain management and build a more sustainable future.
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Boston Common’s approach is successful because we
engage for the long-term with company executives and
demonstrate clearly the business case for action – leading
to the most far-reaching outcomes. Last year (2016):
• We engaged 195 companies on sustainability issues
around the world.
• We led or co-led 122 of these engagements
• Our work led to 44 measurable improvements in
corporate policies, processes or products. Some were
the culmination of multi-year engagements.

Creating Impact in Public Equities is a task we approach
with intentionality. We know that we must continue to think
creatively and boldly to both manage long-term risks and
contribute to a just, sustainable world. We hope this report
shows how we approached that challenge in 2016, and
encourages you to join us in our Pursuit of Financial Return
& Social Change.

We amplify the power of our voice by taking a leadership role
in international investor networks such as:
Principles for Responsible Investment (PRI)

Interfaith Center on Corporate Responsibility (ICCR)

Our President serves on the Board of this UN-supported
body, and we participate in several steering committees
and collaborative engagements, focused on labor and
human rights in agriculture and extractives, tax
transparency and methane emissions.

Our Director of Shareowner Engagement sits on the
Governing Board of this 45 years old, 300-strong,
faith-based investor coalition. We also serve on the
leadership teams for climate change, human rights,
human trafficking, water and global health.

US SIF: The Forum for Responsible and
Sustainable Investment

International Corporate Governance Network
(ICGN)

US SIF is the US investment trade association.
We have served on committees focused on
diversity, sustainability research, indigenous
peoples and international collaboration.

ICGN is an investor-led organization which promotes effective
standards of corporate governance and investor stewardship.
We serve on the Business Ethics Committee and have
co-authored Viewpoints focused on the governance of
human rights and US lobbying practices.

Investor Environmental Health Network (IEHN)

Access to Nutrition Index (ATNI)

Our Director of ESG Research is one of the investor
co-founders of this environmental network shaping
briefings and engagements on fracking, recycling of
lead acid batteries and other topics.

We serve on the Governing Board and chair the investor
group engaging 13 of the publicly listed companies covered
by the 2016 Index. ATNI has successfully launched two global
benchmarks and an India Spotlight Index on food & beverage
companies’ nutrition practices.

“Our market-based system for economic growth is a powerful vehicle, but it needs to be
better engineered to address critical issues from pollution to public health. That is why we
ask companies to embed the “governance of sustainability” from the Board room down to
the boiler room!”
Steven Heim, Director of ESG Research

Results Report 2016/17
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Case study

Global Leadership:

On Borrowed Time:

Creating the Metrics to Drive Meaningful Change

Since 2014 Boston Common has led a $500 billion global coalition of
investors to examine the banking sector’s strategic approach to the
management of climate-related risks. In 2017 we published our third
report, ‘On Borrowed Time: Banks and Climate Change’. The report
examines the extent to which 28 of the world’s biggest banks are
incorporating top-level corporate assessments of the potential effects
of climate change on their loan portfolios, or adopting policies and
governance systems to comprehensively manage climate-related risks.
It also looks at whether banks are offering products and services that
support the transition to a low-carbon economy, such as financing or
investing in energy efficiency or green and renewable projects.

In Numbers

70%
of engaged banks now undertake
carbon footprinting
or environmental stress tests

85%
of engaged banks disclosed
their financing or investment in
renewable energy

• Over 80% have adopted more explicit

oversight of climate risk at board level;
and almost two-thirds have established
performance goals. 50% of responding
banks have linked climate strategy goals
with executive compensation. For example,
HSBC has designated its Chairman as
ultimately responsible for climate change
issues and incorporated sustainability risk
into its overall risk management framework.

• Banks such as JPMorgan Chase and Credit
Suisse are now revising their policies to
restrict lending to the coal mining and
thermal power generation sectors.

Boston Common Asset Management

The report attracted considerable attention
including coverage by Bloomberg and the
global banking press. Actively engaged
portfolio companies which made changes
included: Barclays, Fifth Third Bancorp,
JP Morgan Chase, HSBC Holdings,
Mitsubishi UFJ, Orix, PNC Financial, SEB,
Standard Chartered, Unicredit and TD Bank.

continued improvement of leading frameworks such as CDP
(to measure and manage greenhouse gas emissions) or the UN
Guiding Principles (to ensure management of human rights issues).

• took a leadership role to improve upon their methodology and
metrics in areas such as of chemical safety, human rights, nutrition
and fracking.

• Where there is no existing framework for measuring

corporate ESG performance, Boston Common may create
one. For example, our work with the world’s largest banks over
recent years has led to the development of 14 metrics to assess
their management of climate-related risks in financing and lending
operations. This helped lead to significant improvements in levels of
environmental stress testing and environmental data collection.

companies to provide greater transparency along their chemical
supply chain, with the goal of identifying and replacing chemicals
of concern to human health or the environment.

• Disclosing the Facts: Transparency and Risk in Hydraulic

Fracturing: A benchmark and scorecard of the public disclosure of
28 oil & gas companies on management of fracking-related risks
including use of toxic chemicals, water and waste management, air
emissions and community impacts.

• Access to Nutrition Index (ATNI): A global ranking of 22 of the

world’s largest food and beverage manufacturers on their global
nutrition-related commitments, practices and performance. Boston
Common led an investor coalition to engage with 13 of the publicly
listed companies covered by the 2016 Index.

• Sustainability Leadership Standard for PV Modules: A

framework and standardized set of seven sustainability performance
objectives for manufacturers, designers and suppliers of solar
photovoltaic modules. This international standard includes required
and optional criteria related to management of substances and
preferred materials, life cycle assessment, energy efficiency and
water use, end-of-life management and design for recycling,
product packaging and corporate responsibility.

International collaboration with other investors
While one voice can make a difference, the collective voice of
larger coalitions is often required to significantly change global
corporate behavior. That is why Boston Common’s collaborations and
partnerships with other investors are a vital part of our success.

A

“Through collaboration and cooperation
we can amplify our impact and make
urgent, transformative change happen
on a global scale.”
	Lauren Compere, Director

of Shareowner Engagement
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investment in renewable energy. For
example, National Australia Bank plans to
invest AUD 18 billion over seven years in
energy efficiency, renewable energy and
low-emissions transport.

• we supported this effort by promoting the uptake and

• Chemical Footprint Project (CFP): An initiative to encourage

% Coalition
30

AUM represented by the
investor coalition

• Over 85% disclosed their financing or

Notably, over 80% of engaged banks have
made substantive policy changes, such as
enhancing due diligence for carbon-intensive
sectors and increasing funding commitments
for renewable energy. However, the banking
sector as a whole must still do more.
The investor coalition issued a renewed
Call to Action in 2017, urging all banks to
integrate the results of environmental
stress tests and carbon footprinting into
their decision-making processes and to set
explicit targets for reducing exposure to
carbon intensive sectors.

Boston Common places a great deal of emphasis on persuading
companies to put in place the robust ESG data and internal governance
structures that enable them to make, and be rewarded for, sustainable
business choices. In 2016:

comprehensive guidance for companies to demonstrate how they
respect human rights. We led an almost $5 trillion investor coalition
backing this tool.

ICCR

$500 billion

footprints or environmental stress tests,
including major banks such as Citigroup,
PNC Financial and Westpac.

developing additional assessment criteria
on climate risk aligned with the Paris
1.5 degrees Celsius climate scenario for
its energy sector clients.

Creation and support for ESG disclosure tools

• Human Rights Reporting Framework: The world’s first

CDP

of engaged banks have adopted
more explicit oversight of climate
risk at board level

• Over 70% have started undertaking carbon

• Others such as Standard Chartered are

Investors not only require the right information, they need the tools to
compare ESG performance and easily differentiate between companies
that are headed in the right direction and those that are not. We want
to achieve lasting change at a global and industry scale, and for this
there are several other strategies we employ:

In 2016 some of the ESG disclosure frameworks we provided
substantial input and support for include:

to
ess
cc

80%

The analysis in the ‘On Borrowed Time’ report
found notable progress at 28 responding
banks following the investor coalition’s call
to action in 2015, including:

Our ambition is to see a more equitable world that thrives while
living within its environmental limitations. Our belief is that if,
through engagement, we can enable rigor in comparative corporate
assessments, accountability and incentives to serve long-term
interests, then engagement is a critically important tool that we as
investors have to achieve the transition to a more sustainable economy.

x

Banks & climate change
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We are members of the governing bodies at the UN-supported
Principles for Responsible Investment (PRI) and the Interfaith
Center on Corporate Responsibility (ICCR).
In 2016, we led or co-led 122 global investor collaborations and helped
draft investor letters on public policy issues such as immigration, the
Paris Accord and Conflict Minerals. Some of the many collaborative
forums where we provided leadership or contributed expertise in 2016
included the PRI, Investor Network on Climate Risk, CDP, UN Guiding
Principles Business & Human Rights Reporting Framework, Global
Network Initiative, US SIF, International Corporate Governance Network,
30% Coalition, Investor Environmental Health Network, Asian Corporate
Governance Association and the Bloomberg ESG Advisory Committee.

Effective use of proxy voting and shareholder resolutions
The right of shareholders to exercise and vote our proxies at a
company’s annual shareholders meeting is a vital way for investors
to communicate concerns and influence corporate behavior. We are
committed to exercising our right to vote on company proxies on behalf
of our clients. One area Boston Common believes this is particularly vital
is the challenge of improving board diversity (in terms of both gender
and race) across all markets in which we invest.

Shareholder resolutions
on sustainability
filed or co-filed by
Boston Common

16

A March 2015 study of Fortune 500 companies showed those boards
with three or more female corporate directors outperformed those with
no women directors by 84% on return on sales, 60% on return on invested
capital, and 46% on return on equity. There is a growing consensus among
regulators, including former SEC Commissioner Mary Jo White, that more
disclosure by US companies on board diversity is essential – as evidenced
by a new SEC draft rule to require companies to include more specificity
on race, gender and ethnicity of board members and nominees.
In the US and Europe, women still make up less than 20% and 25%
respectively of public company boards. The largest 200 S&P 500
companies further lag on minority representation – just 15% have
minorities on their board. This under-representation should be a concern
both for society and for investors.
As highlighted in the chart below Boston Common filed or co-filed 16
resolutions at US companies in 2016 covering a spectrum of ESG issues
such as board diversity, food waste, lobbying disclosure and access to
medicine. This included joining ICCR for an unprecedented engagement
with 22 pharmaceutical companies urging them to expand disclosure
around their drug pricing strategies in the US.
Outside of the US and Canada, in most cases we do not file shareholder
proposals given more restrictive shareholder rights and cultural norms.
However, we do seek to develop constructive and long-term engagements
with all companies we engage regardless of geography. As Boston Common
invests for the long term, these dialogues can run for several years and
can thus avert the need to file shareholder proposals with US companies.
Wherever possible, we take a constructive approach that aims to build a
relationship and create lasting improvements in company processes, rather
than a transactional approach relying only
on short-term shareholder proposals.

Bristol Myers-Squibb

Co-Filer

Gilead

Co-Filer

Johnson & Johnson

Co-Filer

Merck

Co-Filer

Board Structure Review

Alphabet

Co-Filer

Notable practices include:

Gender Diversity

Discovery Communications

Lead Filer

Oracle

Lead Filer

Verizon Communications

Lead Filer

• Shiseido set an aggressive target to move
more than 70% of its containers to plant-based
polyethylene by 2020 and is using manually
recycled PET.

Old Dominion Freight

Lead Filer

Cognizant Technologies

Co-Filer

Time Warner

Co-Filer

Regeneron

Co-Filer

Costco

Co-Filer

Gender Diversity
Responsible
Marketing to Children /
Linked to Nutritional
Guidelines
US Drug Pricing
Transparency
Food Waste

Boston Common Asset Management

How we vote to promote gender diversity
Globally, Boston Common votes against:

• Without minimum representation of 25%

women on US, Canadian or European company
boards AND at least one racial minority in the
US, Canada and the UK.

• Without at least one woman on company boards
in Asia after election

Blossoming Japan

Co-Filer

US Lobbying Disclosure

54%

of our US proxy votes were
against boards that did
not meet our gender and
minority diversity guidelines

Sustained dialogue in Asia

Biogen

FILED
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• Disclose their own diversity statistics
• Identify and share best practices; and ultimately
• Increase the number of women on the board and throughout senior management

Role

Issue

US Drug Pricing
Transparency

WITHDRAWN

In 2017, we have launched a gender equality engagement initiative
targeting eight companies in our US portfolios. Our goal was to encourage
companies, such as CME Group, Crown Castle International and Oracle
(whose Boards we voted against in 2016) to:

Company

Action

PROXY VOTE

As of 2015, Boston Common began to implement Board diversity criteria
across most of the markets it invests in, including 10 Asian countries under
its bespoke proxy voting guidelines. We have seen this policy bear positive
impact in 2016. For example, Discovery Communications appointed
a qualified female Board member with significant industry experience
following a shareholder resolution on gender diversity, and Old Dominion
Freight Lines committed to expand board qualifications disclosure and use
alternative networks to reach a more diverse candidate pool. US software
developer Cognizant Technologies amended its Corporate Governance
Guidelines to specify gender and other forms of diversity as considerations
in its recruitment of Directors.

Last year we met with six of our Japanese holdings
to discuss material sustainability concerns where
we had identified gaps in performance or where
the company could take a leadership position.
For example, we focused on chemical safety and
responsible sourcing with Kao, Panasonic, and
Shiseido, on climate risk with Mitsubishi UFJ and
Orix and discussed access to medicine issues with
Astellas. Financial sector giants Mitsubishi UFJ and
Orix also featured in our 2017 ‘On Borrowed Time:
Banks and Climate Change’ report, commenting
on the embedding and management of climate
change risk within their financing activities.

2016 Shareholder resolutions

Proxy Voting to Promote Diversity

US Board diversity resolutions

• Panasonic has introduced the Conflict
Minerals Reporting Template to its suppliers,
and certified 65% of its supply chain as
conflict-free.
• Three portfolio companies now rank among the
top 10% of Japanese companies in the TOPIX
500 index on Board gender diversity.

Asia is like a second home to the Boston
Common team. We regularly travel to
countries such as Bangladesh, China,
Hong Kong, India, Japan, Singapore and
South Korea to engage with portfolio
companies, participate in regional investor
forums and collaborate with local partners.

Results Report 2016/17
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Impact Results:
Environment

We made important
strides in our multi-year
Eco-Efficiency initiative

Our environmental work is broad and takes a multi-sector approach. We also
avoid investment in companies with the highest greenhouse gas emissions
risks such as coal miners, coal-fired electric utilities and cement companies.

for carbon-intensive sectors, and increased lending and investment in
energy efficiency and renewables. Following the engagement, several
leading banks have taken encouraging action, including:

In 2016, our environmental work included efforts to reduce corporate
water use (see case study below) and food waste. It is both a human and
environmental embarrassment that roughly one third of food produced
for human consumption every year (approximately 1.3 billion tons) is
lost or wasted. Food production uses valuable water and land resources
and adds over 3 billion tons of greenhouse gases to the atmosphere
every year, thus we are working to encourage the entire food value
chain to take action on this issue. In 2016 this included co-filing (and
withdrawing) a shareholder resolution with US consumer goods giant
Costco that saw them enhance their disclosure on how they manage
food waste in their operations. We also began a dialogue with Disney
on its approach to food waste in its US theme parks and resorts.

• Barclays agreeing to link senior executive compensation with

The energy sector is responsible for approximately 35% of global
greenhouse gas emissions and thus continues to be a major focus
of Boston Common’s environmental engagement impact. In 2016
we engaged with several energy companies to urge them to alter
their capital expenditure, reduce methane leakage as well as water
and chemicals use. This included our multiyear work with the world’s
largest offshore operator Statoil contributing to its 2016 decision to
sell off oil sands operations in Canada and our ongoing dialogue with
Apache, a US oil & gas company, on fracking and their management
of other ESG issues. Apache recently reduced the volume of toxic
chemicals used in its North American operations by 60%.
In 2016 our engagement with the banking sector on climate risk
emphasized increased use of assessment tools, more robust due diligence

Our multiyear work with Statoil
contributed to its 2016 decision
to sell off oil sands operations
in Canada.

Case study

Statoil timeline

performance on climate strategy.

• JPMorgan Chase releasing new policies to prohibit the financing of
new coal-fired power plants in high-income OECD countries and
of “green” coal mines.

• HSBC adopting a new climate change policy and sector-specific
guidance on the metals and mining sector, for which we
provided feedback.

• PNC conducting its second environmental stress test on short,

Shareholder Resolutions
Boston Common sent letters to
Statoil’s board supporting shareholder
resolutions asking Statoil to exit its oil
sand investment in Canada at its 2013
and 2014 AGMs.

medium and long-term climate risk.

We made important strides in our multi-year Eco-Efficiency initiative,
which aims to:

• Create a narrative around Eco-Efficiency within companies

• Help embed the concept of Eco-Efficiency at management and

corporate governance levels, so that doing more with less is a
consideration for every business decision, including adopting public
goals; and

• Identify best practices across industries to provide examples for
other companies to emulate and for investors to demand.

We engaged over a dozen companies including Veolia, Air Liquide,
BMW, Simon Property Group and Panasonic – and built an investor
coalition of more than 60 investors with over $1 trillion in assets under
management to support the initiative.

Investor Coalition
Boston Common organized a U.S.
and European investor coalition
that grew to over 35 investors.
We questioned Statoil’s capital
allocation for high carbon intensity
oil sands versus other investments.

2014
2013

Direct Dialogue
As the result of our initial-year letter and
further dialogue, Boston Common met
with Statoil’s EVP for North America
one-on-one and its SVP and President for
Statoil Canada. The objective: to advise
and encourage Statoil’s redeployment of
capital and technical resources away from
oil sands to other assets or the return of
capital to shareowners

Climate-specific Risk Management
Statoil reported in 2016 on its internal climate risk
and portolio stress analyses to assess the resiliency
of its projects versus various oil price and carbon
price scenarios and future regulation. In 2017
Statoil shifted further its business strategy towards
renewables and lower carbon energy sources.

2016
Influencing Change
In September 2014, Statoil
announced it was tabling, for three
years, its expansion plans for its
oil sands operations in Canada.
In December 2016 Statoil announced
the sale of all of its oil sands assets in
Canada to Athabasca Oil Co. The deal
closed on January 31, 2017.

2017
Future Collaboration
Boston Common joined by other
investors will continue to advance the
dialogue to support Statoil’s climaterelated efforts, including on methane
leakage. We are also engaging Statoil
on “Eco-Efficiency” to improve its
operations overall to reduce energy
and water use and eliminate waste.

Case study

Ensuring water doesn’t become a fashion victim
US clothing manufacturer VF Corporation owns major brands such
as Timberland, Wrangler and The North Face. The company derives
nearly a quarter of its revenues from the sale of denim goods, the
production of which is known to be highly water-intensive.
Since 2013, Boston Common has encouraged VF to complete the
CDP Water survey on water use and management including filing
shareholder resolutions on the issue. The company completed its
first CDP Water survey in 2015 and now uses the World Resources
Institute Aqueduct tool to conduct a water risk assessment across
75% of its supply chain, down to the cotton mill level. In 2016 VF
was working to cover 95% of its supply chain.

10
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At VF’s manufacturing facility in Torreón, Mexico, the company
treats 100% of the water it uses in its washing and finishing
processes, which is then reused in irrigation and the facilities’
air conditioning systems. A neighboring VF facility has invested
to consume almost net-zero water, meaning that nearly all
water used in production is returned and available to be used
again. In Bangladesh, VF Corporation has joined IFC’s Bangladesh
Partnership for Cleaner Textiles program to reduce excessive
groundwater extraction and surface water pollution, energy and
chemical use.

Results Report 2016/17
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Case study

Standing with the Standing
Rock Sioux Tribe

In Numbers

160
investors included in the coalition
Boston Common helped lead.

$1.7 trillion
AUM represented by the coalition

17
banks financing DAPL, engaged by
the investor coalition.

The Dakota Access Pipeline (DAPL) is a
1,172-mile-long project to transport oil from
North Dakota to Illinois, constructed by a unit
of Energy Transfer Partners. However the route
passes through the traditional treaty territory of
the Standing Rock Sioux Tribe (SRST) threatening
both sacred burial grounds and the quality of
drinking water for millions of people that
depend downstream on the Missouri River.

Following Boston Common’s engagement, TD Bank and
Citibank issued statements expressing concern for the manner
in which Energy Transfer Partners has handled the project.
Citi and TD with other DAPL banks commissioned an independent
human rights impact assessment of the pipeline. In 2017 ING,
DNB Bank, and BNP Paribas decided to divest from the project.

Starting in 2016, Boston Common was instrumental in leading a
coalition that grew to over 160 investors with over $1.7 trillion
in assets under management to encourage 17 banks providing
project finance to DAPL to address this issue, ideally by rerouting
the pipeline to avoid the SRST’s territory. We ensured that the
voice of the indigenous tribe was heard by the investor group, and
helped inform our approach and asks of the financing banks. The
investor group, with support from CalPERS and the Comptroller
of the City of New York, encouraged banks to take urgent action
and arrive at a peaceful solution acceptable to all parties. Boston
Common also met with the four major lenders to DAPL.

Most recently, the DAPL was put in operation on June 1, 2017,
transmitting crude oil from North Dakota to Illinois. A federal
court later ruled that the approval of DAPL was in violation
of the law. The Standing Rock Sioux Tribe and others are
currently seeking to block operation of the pipeline in court.
Boston Common is expanding its focus on pipeline projects
financing, and asking banks that are signatories to the Equator
Principles (a risk management framework for financial
institutions to determine, assess and manage environmental
and social risk in projects) to apply the principles also in their
North American financing activities.

Many of the banks have faced significant reputational risk
associated with DAPL including customers closing accounts
worth over $82 million from the banks financing the pipeline.
All the banks implicated in pipeline-related controversies could
face long-term brand and reputational damage resulting from
boycotts and possible legal liability. For example, the City of
Seattle voted unanimously to sever its ties with Wells Fargo
over its involvement, potentially divesting $3 billion.
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Boston Common also met with Mitsubishi UFJ Financial Group
in Tokyo and Mizuho Americas to encourage them to issue
public statements about steps to enhance human rights due
diligence procedures.

We ensured that the voice of the indigenous
tribe was heard by the investor group. This
helped inform our approach and asks of the
financing banks.

Impact Results:
Social

Our key social impact focus has been around the protection of human
rights, combatting gender and income inequality and addressing the
global nutrition crisis.
In 2016 we continued to support the adoption of the UN Guiding
Principles on Business and Human Rights (UNGPs) Reporting Framework
by companies. The UNGPs are backed by an almost $5 trillion investor
coalition led by Boston Common. We worked with Shift, the leading
center of expertise on the UNGPs, to distribute ‘Business and human
rights: A five step guide for company boards‘. Our work to support
Indigenous Peoples’ rights globally and in relation to the Dakota Access
Pipeline is featured in the case study on the following page.
We engaged with Google, Microsoft and Samsung, via the Electronic
Industry Citizenship Coalition (EICC), to ensure they identify and improve
the social and environmental impact of the mineral mining sector. The
initial focus has been on cobalt, a metal used in most mobile phones and
laptops, that has a history of using child labor in its extraction. Separately,
our leadership and warning of increased bribery risks should the Trump
Administration repeal the ‘conflict minerals rule’ has been covered in
leading publications such as The Telegraph in the UK.
We contributed support and expertise to the publication of the 2016
Access to Nutrition Index and led an investor coalition to engage the
13 publicly listed companies (out of 22 ranked) to improve how they
address obesity and/or under-nutrition across their value chain including
in emerging markets. This included PepsiCo adopting a new global goal
to reduce salt, sugar, saturated fat and trans fat by 2025 and Mondelez
setting tougher global product reformulation targets, and introducing
increased fortification of food in countries where many do not have
access to adequate nutrition.

Case study

Protecting public health
CVS Health is a major US retail pharmacy and health care
company and a long-term holding. We have held constructive
discussions with CVS for over a decade. This included
our engagement that paved the way for its adoption of a
Cosmetics Safety Policy in 2007. In 2016 dialogue with senior
management addressed CVS Health’s broader approach to
chemical safety, such as expanding its banned substances list
to cover products beyond its ‘CVS Baby’ line.
Following the engagement, CVS published a new Restricted
Substances List (RSL) covering 100 additional chemicals of
environmental or health concern. This included substances like
Triclosan which is associated with altered hormone regulation
in animals and harm to the human immune system. In future
dialogues, we are encouraging CVS to move beyond their own
CVS brands to expand to other products.

Through the FAIRR (Farm Animal Investment Risk & Return) Initiative
we also engaged with the food and restaurant industries to combat the
growth of antibiotic resistance. In late 2016 we engaged with Astellas,
a Japanese pharmaceutical company, supporting it in the commitment
to additional measures to improve access to its medicines and increased
transparency in line with the UN Sustainable Development Goals on
public health.

The Access to Nutrition Index in 2016
contributed to new global action
by both PepsiCo and Mondelèz on
healthier food and drink products.
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Impact Results:
Governance

A key focus for our governance impact over the last five years has
been to improve the disclosure of companies involved with political
lobbying, not just in the US but also in Europe.

• A company’s membership in and payments to any tax-exempt

Through a partnership with ShareAction, we have engaged half the
FTSE 100 on lobbying disclosure, especially indirect lobbying through
trade associations. A key part of an investor’s job is to know and
understand risk. However in the US, as well as many other countries,
there are no regulations requiring companies to publicly detail whether
they have made direct payments to political parties, candidates, trade
associations, special interest groups or lobbyists. This creates a lack of
transparency, and increases the risk of corruption. Simply put, we
believe it is in the best interests of shareholders for companies to be
transparent and accountable about whether they use corporate funds
to influence regulation – both directly and indirectly.

• A description of management’s decision-making process and

A lack of transparency also means that companies often don’t
know what trade associations are doing on behalf of their members.
For example, many iconic brands such as Ford, GlaxoSmithKline,
Microsoft, PepsiCo and Unilever have joined over 100 other
companies to leave the controversial American Legislative Exchange
Council (ALEC) which is involved in drafting model state legislation on
gun control, Voter ID laws, Stand Your Ground laws, anti-immigration
bills, blocking EPA regulations, and reversing state regulations on
renewable energy. Similarly, a number of US companies have left the
US Chamber of Commerce which has spent over $1bn on lobbying
since 1998.
Boston Common co-authored a major Viewpoint article on US
Corporate Lobbying Practices for the International Corporate
Governance Network ahead of the US Presidential election to provide
guidance to global investors. Given the enormous $10 billion price tag
for the US Presidential election in 2016, we also voted in favor of 26
shareholder proposals related to political and lobbying disclosure
– this has been the most common shareholder proposal put forth in
the US in the last five years. In 2016 Boston Common directly filed
shareholder resolutions on lobbying disclosure at Verizon
Communications which received over 34% support, and at Oracle
which was supported by 29.5% of shareholders. These shareholder
resolutions focus on a company’s policies and procedures governing
lobbying, both direct and indirect, and grassroots lobbying
communications and cover lobbying activity at the national, state
and local level. They typically ask for annual disclosure to include:

• Payments by the company used for (a) direct or indirect lobbying

or (b) grassroots lobbying communications, in each case including
the amount of the payment and the recipient.
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organization that writes and endorses model legislation such as
the American Legislative Exchange Council (ALEC); and
the Board’s oversight for making payments.

These proposals further ask for the stated disclosure above to be
published on a company’s website and shared in an annual report
with the Audit Committee.

Case study

Ongoing engagement with PNC
Financial yields environmental
and social impacts
PNC Financial Services Group is the fifth largest bank in the
United States with over $300 billion worth of assets under
management. Over several years we have seen how our
engagement with senior executives and the CEO has helped
transform a company with distinctly average ESG policies and
practices into an industry leader.
In its 2015 CSR report, PNC committed to eliminating the
extension of credit to coal producers with greater than 25%
production from mountaintop removal (MTR) mining – a mining
technique particularly harmful to the environment. PNC’s MTR
financing now constitutes less than 0.25% of its financing and
continues to decline. Other systematic changes include enhanced
environmental due diligence in carbon-intensive sectors, the
hiring of a Social & Environmental Risk Officer and integrating
environmental risk analysis in their loan underwriting standards.

Our Own Governance
of Sustainability
The primary aim of this report is to demonstrate the impact of
Boston Common’s engagements. However, we also believe it is
important for us to ‘walk our talk’ in our own day-to-day behavior
whether that be reducing our own environmental footprint,
profit sharing and broadening firm ownership with employees,
encouraging staff diversity or contributing to our community.
More information on this, and our achievement in becoming a
Certified B Corporation in 2016 can be found on our website.

Looking Ahead
Our environmental, social and governance focus areas for the
coming year will remain similar to those in 2016. We will
continue to seek sustainable energy and water use, more
responsible financial institutions, greater implementation of
sustainability governance at all major companies, more attention
to human rights, diversity and supply chain concerns.
With the US pulling out of the Paris Agreement, and the potential
roll back of corporate regulation on environmental and human
rights issues, it is more important than ever for engaged investors
to make the case for responsible corporate practices.

For further information on our shareowner
engagement initiatives, please
contact Lauren Compere:
Lcompere@bostoncommonasset.com

In 2016 PNC conducted its second environmental stress test,
analyzing the exposure of its coal and utility loan portfolios
to climate-related regulatory risks in the short, medium
and long term. Using our guidance, PNC used leading rating
agency Moody’s sector-level environmental heat map as part
of its analysis.
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Boston Common is proud to be a Certified B Corporation®.
B Corporations are leaders for the global movement of people using business as a force
for goodTM. Certified B Corporations meet higher standards of social and environmental
performance, transparency and accountability. The performance standards B Corps meet
are comprehensive, transparent and verified. They measure a company’s impact on all its
stakeholders (e.g. workers, suppliers, community, customers, and the environment).
B Corps are important because they inspire all businesses to compete not only to be
the best in the world, but to be the best for the world.

The information in this document should not be considered a
recommendation to buy or sell any security. There is no assurance that
any securities discussed in this report will remain in an strategy’s portfolio
at the time you receive this document. The securities discussed do not
represent an strategy’s entire portfolio and may represent only a small
portion of an strategy’s holdings. It should not be assumed that any
securities transactions we discuss were or will prove to be profitable.
Past performance does not guarantee future results. All investments
involve risk, including the risk of losing principal.

Boston Common Asset Management, LLC
200 State Street
7th Floor
Boston, MA 02109
(617) 720-5557 telephone
(617) 720-5665 fax
invest@bostoncommonasset.com
www.bostoncommonasset.com

