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Catastrophic climate change is a threat to society and the planet—and poses
a systemic risk for all investors. The science is clear: We must decarbonize
by mid-century and achieve net-zero greenhouse gas (GHG) emissions to
prevent catastrophic climate change. As more companies make net-zero
carbon commitments and conferences such as COP26 bring together
governments, central banks, investors, insurers, and companies with mixed
results, investors have an opportunity and imperative to accelerate progress
and facilitate a transformation of our economic and financial systems.
Boston Common Asset Management
has long been a leading investor
voice on environmental, social,
and governance (ESG) issues. Well
before climate change became a
common concern, we began avoiding
investments in the worst contributors
to climate change and choosing
instead to invest in companies
focused on renewable energy, climate
change mitigation and adaptation,
process efficiency, and economic
circularity. We engaged companies
directly and collaboratively to
improve operations, reduce GHG
emissions, and increase efficiency,
and over time adapted our approach,
applying innovative tactics such as
pushing banks to address climate
risk in their financing, lending, and
investment operations.

Our History and Approach
For Boston Common, the road to net-zero emissions has been a persistent
march forward. Early on, we realized that the climate challenge was an
existential threat to natural and financial systems alike and required action.
We recognized that mitigating climate-related risk was not simply a matter of
adjusting our energy and utility investments but a systemic issue affecting all
industries, including transportation, shipping, real estate, agriculture, banking,
and insurance. And we believed that the opportunity to invest in climate
innovation across industries represented an untapped opportunity for returns.
To that end we began investing in key climate-change mitigation strategies
such as energy efficiency and renewable energy. We included fossil-fuel free
International and US equity portfolios in our product offerings and avoided
investing in coal mining and coal-fired electric utilities across all portfolios. Later,
we intentionally avoided any exposure to tar sands and cement producers. And
before going fossil-fuel free in all strategies in 2019, we intensively engaged oil &
gas companies.
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Today, Boston Common strategies
on average have nearly 80% fewer
emissions and are more than
60% less carbon intensive than
their respective benchmarks. Key
strategies, including the flagship
International Equity strategy, which
represents more than half of Boston
Common’s AUM, are aligned
with a 1.5-degree Celsius climate
scenario. We have been assessing
and publicly disclosing our portfolio
carbon footprints since 2015, and
by the end of 2019 fully divested
from fossil fuels. And proving that
investors need not sacrifice returns
for progress, Boston Common has
demonstrated strong, consistent
investment performance, with
major strategies outperforming over
multiple market cycles.

Early on, we realized
that the climate
challenge was an
existential threat to
natural and financial
systems
alike and
required
action.
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Engaging for Long-Term Change
Oil and Gas
Early on, Boston Common recognized that ESG investors wanted to better understand
how oil & gas companies were tackling global warming and climate issues. We pushed
for greater accountability on GHG emissions, methane leaks, hydraulic fracturing
(“fracking”) practices, and community and human rights impacts. In 2006, through our
work with the Interfaith Center on Corporate Responsibility (ICCR), we helped craft
the first shareholder proposals calling for companies to adopt quantitative goals for
reducing GHG emissions—a request considered radical at the time that is now common
across all industries. We organized more than two dozen company dialogue meetings,
filed shareholder proposals, and co-authored the Disclosing the Facts reports that
benchmarked industry best practices for fracking. We believed asking hard questions
of fossil-fuel-producing companies and educating investors would lead to greater
transparency, improved ESG performance, and reduced GHG emissions. This, too, was
seen as a revolutionary idea at the time: Many questioned whether engagement with oil
& gas companies about climate change would be more productive than divestment.
But Boston Common’s 16 years of working with companies, including Apache, once
a $33-billion Texas oil company, proved the value of engaging over the long term. Our
annual meetings with Apache’s CEO in New York City became the first forum in which
investors could directly raise issues with top oil & gas decision-makers. And Apache
realized that constructively engaging investors on climate-related issues could help them
sidestep time-consuming proxy fights.
With Apache’s support, Boston Common helped organize an investor campaign with five natural gas pipeline companies
and the Texas legislature from 2007–2009 to reduce gas leaks, years before this became a critical issue for the industry.
Apache helped investors improve their understanding and analysis of fracking practices through industry roundtables they
co-hosted with Boston Common. We achieved a similar impact with Statoil (today known as Equinor). Multiple years of
direct dialogue, shareholder resolutions, and engagement through investor coalitions ultimately led to the Norwegian oil &
gas company in 2017 becoming the first major player to divest its high-carbon-intensity Canadian oil sands venture, shifting
its business strategy instead towards renewables and lower-carbon energy sources.
Today, Boston Common is divested of all fossil-fuel producers and service companies. Ultimately, these long-term oil &
gas engagements became a template for ongoing, productive investor meetings with companies including ConocoPhillips,
EOG, Shell, BP, and Chevron. Our work helped major investment firms and pension funds become more informed and ask
harder questions on topics like methane and carbon-asset risk as well as water management, guiding fossil-fuel-producing
companies toward improved practices, better disclosure, and, in some cases, exiting fossil-fuel projects altogether.
We seek companies that are not only making efforts to reduce their GHG emissions but have also demonstrated
rigorous practices and targets to improve operational efficiency and productivity, strategies for achieving net-zero
emissions, strong environmental and energy management systems, and comprehensive reporting on emissions,
climate strategy, and climate actions. We avoid companies whose GHG emissions have persistently grown and that
are more susceptible to financially relevant climate risks.
To ensure our work has scale and
scope, Boston Common has partnered
with a range of international coalitions
and organizations, including the Task
Force on Climate-related Financial
Disclosures (TCFD), the UN-supported
Principles for Responsible Investment
(PRI), CDP, and Ceres. Through
Climate Action 100+, we’ve supported
enhanced management and climate
disclosure by the world’s largest
corporate GHG emitters so investors
can more accurately assess the
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climate risk of their investments. We
were a founding member of the Climate
Safe Lending Network through which
we’ve engaged banks to decarbonize
their lending portfolios. Through the
International Corporate Governance
Network (ICGN), we are working to
end the practice of lobbying to oppose
climate change regulation. And with
the Interfaith Center on Corporate
Responsibility (ICCR), we have
accelerated climate action by banks, oil
& gas companies, and utilities.
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Flagship Initiatives
Several of our one-on-one due diligence engagements, initiatives, and investor campaigns have focused on addressing the
systemic risks and impacts of the climate emergency.

Banking on a Low-Carbon Future

Eco-Efficiency

This five-year initiative aimed to align the banking
sector with TCFD recommendations and increase
banks’ awareness of climate risk in lending portfolios,
with the goal of encouraging banks to demand higher
standards from high-carbon-sector clients. Banks are
primarily exposed to climate-related risks through their
lending and financial service activities, placing as much
as 20% of portfolio value at risk. We engaged nearly
60 global banks to gain a clearer understanding of the
trajectory and scale of environmentally beneficial and
environmentally harmful financing relative to overall
financing activities.

With an estimated 40% of emissions cuts needed to
reach global climate goals achievable through energy
efficiency, encouraging companies to reduce their energy
and water use, and divert and repurpose waste from
landfills as fuel for another company’s process, is good for
companies and the planet. To encourage eco-resource
efficiency and the creation of “circular economies,” Boston
Common organized a coalition of 60 investors with
$1 trillion in assets under management and has urged
nearly 50 companies over a five-year period to reduce
resource consumption and increase energy productivity.
Ceres adopted the framework developed through this
campaign for its initial energy-efficiency program, and
the Sustainability Accounting Standards Board (SASB)
mapped our Eco-Efficiency criteria across several
industries.

We engaged PNC Bank regarding loans in their portfolio
that facilitated mountaintop-removal mining (MTR). The
bank, which at one time refused to even meet with
Boston Common, ultimately reduced its loan footprint for
this type of mining from 20% to 5% and now addresses
climate risk in lending portfolios. We engaged Citigroup
in 2007 and JPMorgan in 2009 on the risks of financing
coal-fired power plants.
In addition, Boston Common organized an investor
campaign that led to multiple banks discontinuing
their lending to the Dakota Access Pipeline. While this
campaign didn’t stop the oil pipeline project from going
forward, it did help produce a stronger Equator Principles
framework that 118 financial institutions in 37 countries
today use to assess and manage environmental and
social risk in projects impacting the climate and the rights
of Indigenous Peoples.

Investments in Low-Carbon Innovation
We seek avenues for investors to lean into opportunities
to support innovation. For instance, while we generally
have avoided investments in steel companies due to their
environmental intensity and high GHG emissions, we invest
in Steel Dynamics, one of the largest metal recyclers in
the US. The company utilizes electric-arc furnaces (EAFs)
to produce steel products using scrap metal, a process
resulting in substantially lower emissions than methods
used by conventional steel producers. Our investment in
Steel Dynamics reflects our belief that the race to net-zero
emissions must also encourage company innovation and
economic circularity.

The Race to 2030
Companies across sectors and
geographies are responding to
pressure from investors to demonstrate
how they will remain profitable and
sustainable in the face of climate
change. The International Energy
Agency now acknowledges that a
massive shift in investment will be
required over the next 10 years to
reach net-zero GHG emissions globally
by mid-century.
With a growing consensus that future
economic growth, social stability, and,
indeed, life itself depend on averting
catastrophic climate change, we
continue to use our voice and capital
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to redirect corporate conduct and
operational alignment with net-zero
commitments; to pressure banking,
insurance, and other enabling industry
groups; and to support policies
that price carbon high enough and
fairly enough to precipitate rapid or
immediate economic and societal
transformation. To that end we have
begun incorporating biodiversity into
our eco-efficiency approach, with an
initial focus on mitigating deforestation
risks in the banking sector.
We have also begun addressing key
new fronts in the fight against climate
change. For instance, in 2021 we
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began engaging with Kroger, the
biggest US supermarket company, to
improve its oversight and disclosure
on preventing leaking refrigerants like
hydrofluorocarbons (HFCs), which have
as much as 9,000X the global-warming
impact of CO2. We are also engaging
with our holdings that manufacture
refrigeration and air-conditioning
appliances and systems—Carrier,
Daikin, and Voltas—to advocate
for adoption of alternatives to HFC
refrigerants, increased refrigerant
efficiency, and proper end-of-life
disposal of refrigerants.
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The Race to 2030
In a time of great change and
increasing awareness, we must
continue holding ourselves accountable
as investors. In early 2020, Boston
Common became the first US asset
manager to join the Partnership for
Carbon Accounting Financials (PCAF),
through which we are committing to
strategically reduce our portfolios’
carbon footprints over time. We also
joined the Net Zero Asset Managers
Initiative, an international group of over

125 asset managers with more than
$43 trillion in assets under
management committed to aligning
with a 1.5-degree scenario and
neutralizing portfolio emissions by 2050
or sooner.
Today, Boston Common is divested
of all fossil-fuel producers and service
companies. Ultimately, these longterm oil & gas engagements became
a template for ongoing, productive

investor meetings with companies
including ConocoPhillips, EOG, Shell,
BP, and Chevron. Our work helped
major investment firms and pension
funds become more informed and
ask harder questions on topics like
methane and carbon-asset risk as
well as water management, guiding
fossil-fuel-producing companies toward
improved practices, better disclosure,
and, in some cases, exiting fossil-fuel
projects altogether.

Net Zero and the Path Forward

The coming decade promises to be a time of great change, with consumer preferences, regulatory action, scientific
and technological advances, and company innovation—all of which can be expected to influence and disrupt business
practices. As investors, we must proactively address these opportunities and challenges and, in so doing, invest for an
inclusive, sustainable future.
While corporate and governmental commitments to achieve net-zero emissions by 2050 are encouraging, climate
change and rising atmospheric concentrations of CO2 are cumulative, rendering straight-line abatement plans and
back-end-loaded solutions less likely to work and ultimately much more expensive. We must focus on early action and
make more dramatic changes within this decade: updating and replacing aging systems; building efficient, clean new
ones; and changing supply chains.
After two decades of climate leadership, Boston Common is determined to continue to lead, with a sense of urgency
that’s greater than ever. Averting climate change is a tremendous challenge that can only be faced by acting decisively
now. And it’s a challenge that can and will be met—with continued leadership from Boston Common and others.

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 favor at the time you
receive this document. The securities discussed do not represent an
entire portfolio and may represent only a small portion of any portfolio. It
should not be assumed that any securities we discuss were or will prove
to be profitable investments. Past performance does not guarantee future
results. All investments involve risk, including the risk of losing principal.
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