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IN

PURSUIT OF

LEADERSHIP
Leadership is something we frequently talk about at Rockefeller & Co.;
defining it is significantly more difficult. Is leadership a position or a
direction? Is it a state or an action? Does being early mean being a leader?
Does leadership require an official title, like CEO, General or President?
Are real leaders born or made? Can true leadership be quantitatively
measured or is it better qualitatively assessed?

In this year’s Sustainability & Impact Annual Report, we focus on the pursuit of
leadership across the Environmental, Social, and Governance (ESG) landscape.
From Exxon Mobil’s recent commitment to publish new details on how climate
change will affect its business, 1 to the other ESG-minded investors who joined
us in becoming founding signatories to Climate Action 100+ 2 we have seen
leaders emerge in all forms and corners of society. We hope that this review
can reflect on the past year and recognize some of the leaders — individuals,
international organizations, and businesses — who have “leaned in,” as well as
shed light on the leadership role we at Rockefeller & Co. are playing ourselves,
thanks to our own work in Sustainability and Impact.
1

Fortune Editors and Reuters. “ExxonMobil Gives in to Shareholders on Climate Risk Disclosure.” Fortune. December 12, 2017. Retrieved from: http://for		
tune.com/2017/12/12/exxon-mobil-climate/
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Climate Action 100+ is an initiative led by investors to engage with the world’s largest corporate greenhouse gas emitters to improve governance on climate
change, curb emissions and strengthen climate-related financial disclosures. It was launched in mid-December 2017 at French President Macron’s “One
Planet” summit in Paris.
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A LOOK BACK
AT 2O17
The U.S. economy strengthened over the past year and most economists currently expect that trend to continue.
Outside the U.S., both developed and emerging economies have followed suit. Global interest rates are at close to
record low levels and inflation remains muted. With most equity markets delivering double-digit returns, equity investors
across the globe have not only done well, but in fact, far better than many would have predicted 12 months ago.
It seems like only yesterday that we witnessed the inauguration of our 45th president and began living each day 140
characters at a time. The U.S. government withdrawing from the Paris Climate Agreement — combined with the U.S.
Environmental Protection Agency (EPA), promoting coal and reversing much of the progress of prior administrations —
causes concerns about the long-term sustainability of the planet.
Global geopolitical tensions throughout the Middle East, Korea, and Catalonia, to name a few, continued unabated,
and the meteoric rise of data and social media affords us, either fortunately or unfortunately, a front row seat. While
conversations with our largest trading partner, China, appear constructive, relations with Russia are at a post-Cold War
low. As Jacques-Yves Cousteau once said, “However fragmented the world, however intense the national rivalries, it is
an inexorable fact that we become more interdependent every day.” This year has proven that to be true more than ever.
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Yet despite the turmoil both in Washington and around

She proceeded to challenge UN PRI signatories, who

the world, it has been reassuring and inspiring to witness

have a combined $70 trillion assets under management,

the constructive conversation that has intensified, with

to dedicate 1% of their assets to low-carbon investments

respect to ESG issues. These conversations have become

each year through 2020.

apparent, not only at the state and local level, but notably
from the global corporate sector, which has amplified its

In the boardroom and at annual general meetings,

voice significantly.

the ESG voice was heard loud and clear. In May, Exxon
Mobil shareholders voted 62.3% in favor of a resolution

In December at COP23 in Bonn, we witnessed a new

that called for the oil giant to report on how climate

alliance of 19 nations including Canada, the UK, France

change is likely to affect its business. This was truly a

and Denmark, committed to quickly phasing out coal.

hallmark vote as investors joined together to address

In Bonn, both New York City Mayor Michael Bloomberg

one of the largest oil and gas companies.

and California Governor Jerry Brown presented “America’s Pledge,” an initiative to mobilize states, cities, and
companies to comply with the U.S. commitment to
cut carbon dioxide emissions in the Paris Agreement.
In addition, the “We Are Still In” declaration, of which
Rockefeller & Co. is a signatory, now counts amongst its
ranks more than 2,500 leaders and organizations, from
city halls, state houses, boardrooms, and college campuses. These organizations represent almost 130 million

“We have run out of time for anything
that is gradual or marginal, we need to
step up exponentially if we are to protect
the global economy... We don’t want to
be caught unaware or in a systemically
uninsurable economy.”
- Christiana Figueres

Americans, and demonstrate an enduring commitment
to tackling climate change.3

Many public companies have also taken an initiative and
announced their own commitments, suggesting a shift

On the corporate front, leadership in ESG was especially

towards more sustainable business decisions. For example,

noticeable at the UN Principle for Responsible Invest-

in October, BNP Paribas SA stated that it would no longer

ment (UN PRI) Annual Conference, which had over

finance shale and oil sands projects;8 and in August, JP

900 attendees from 500 organizations and 39

Morgan Chase announced its commitment to finance

countries5 and a more than 450-person waitlist. It was

$200 billion in clean energy projects by 2025 and to

at this conference, held in Berlin, that Christiana Figueres6

become 100% reliant on renewable energy by 2020.9

ignited a sense of urgency among UN PRI signatories:

In December, AXA increased its carbon reduction
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“We have run out of time for anything that is gradual or

commitments by announcing a divestment of €3 billion

marginal, we need to step up exponentially if we are to

from carbon-intensive projects, as well as phasing out

protect the global economy... We don’t want to be caught

insurance coverage for coal and oil sands businesses.10

unaware or in a systemically uninsurable economy.”7
3

4
5

“We Are Still In.” December 13, 2017. Retrieved from: https://www.wearestillin.com/about
A UN-supported international network of investors focused on integrating ESG in investment decisions. Please see https://www.unpri.org/ for more information.

“PRI in Person.” United Nations Principles for Responsible Investment. December 13, 2017. Retrieved from: http://www.cvent.com/events/pri-in-person-2018/
custom-117-5a2f15d64e534edb8f77813a1c7eb7de.aspx
6
Christiana Figueres is the former Executive Secretary of the United Nations Framework Convention on Climate Change (UNFCCC). Today she is Vice Chair of the Global Covenant of
Mayors, Climate Leader for the World Bank, Distinguished Fellow of Conservation International, Board member of Climate Works and the World Resources Institute, member of the
Rockefeller Foundation Economic Council on Planetary Health, and member of the Leadership Council of the Global Alliance for Clean Cookstoves.
7

8
9

White, Amanda. “PRI Signatories Challenged to Act Now.” Top1000 Funds.com. September 28, 2017. Retrieved from: https://www.top1000funds.com/featuredhomepage-posts/2017/09/28/pri-signatories-challenged-to-act-now/
“BNP Paribas takes further measures to accelerate its support of the energy transition.” BNP Paribas. November 11, 2017. Retrieved from: https://group.bnpparibas/en/
press-release/bnp-paribas-takes-measures-accelerate-support-energy-transition

“JPMorgan Chase to be 100 Percent Reliant on Renewable Energy by 2020; Announces $200 Billion Clean Energy Financing Commitment.” JP Morgan Chase & Co.
December 13, 2017. Retrieved from: https://www.jpmorganchase.com/corporate/Corporate-Responsibility/document/jpmc-cr-sustainability-fact-sheet.pdf
10
“AXA accelerates its commitment to fight climate change.” AXA Press Release. December 12, 2017. Retrieved from: https://group.axa.com/en/newsroom/press-releases/axa-accelerates-itscommitment-to-fight-climate-change
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Finally, 2017 was a year in which women’s voices were

selected for the majority of open S&P 500 company

clearly amplified and heard. We see this in the nearly 4.5

board seats for the first time in history.13 This year was a

million people who showed up globally last January for the

step in the right direction. Women have voices and the

largest single-day march in history.11 We see this in the

world is listening. It is due to that listening that we are

22,000 women (more than 20 times the 2016 total) that

beginning to see progress.

contacted Emily’s List, the largest national organization
devoted to electing female candidates, in 2017 about

Thus, in staying true to our “Glass Half Full” mindset,

running for political office.12 We see this in the widespread

it is leadership amid adversity that characterizes the

exposure of workplace harassment and the zero-tol-

year of 2017, and why our focus with respect to ESG

erance policy that has emerged and led to the firing

issues is on the process and the direction, rather

or resignation of celebrities, congressmen, and CEOs.

than on the finish line.

We also see it in the fact that women and minorities were

11

12
13

6

Chenoweth, Erica and Jeremy Pressman. “This is what we learned by counting the women’s marches.” The Washington Post. February 7, 2017.
Retrieved from: https://www.washingtonpost.com/ znews/monkey-cage/wp/2017/02/07/this-is-what-we-learned-by-counting-the-womens-marches/
?utm_term=.ab8ca946cb9a
Tackett, Michael. “Women Line Up to Run for Office, Harnessing Their Outrage at Trump.” The New York Times. December 4, 2017. Retrieved from:
https://www.nytimes.com/2017/12/04/us/politics/women-candidates-office.html
Green, Jeff. “Women and Minorities Are the Majority of New Board Seats for the First Time.” Bloomberg. December 6, 2017. Retrieved from:
https://www.bloomberg.com/news/articles/2017-12-06/women-minorities-capture-most-new-board-seats-for-first-time

A REVIEW OF ROCKEFELLER & CO.’S 2O17 ENGAGEMENTS
To contextualize and illustrate our impact, we look back at the 101 engagements that we have had with 60 of our
holdings. We have classified these into light, medium and heavy to represent the level of engagement we have had
with each of these holdings.
A light engagement is one where we encourage and support company efforts where we see the potential for leadership
and progress. A medium engagement is one that is mostly collaborative in nature. This includes relationships where
we help companies establish an initial sustainability report or where we work with a company on an ongoing basis on a
particular topic. Finally, relationships that fall under heavy engagement are those where we actively use our voice and
our shareholder vote to push for significant and immediate change.
In conducting our research for the Rockefeller Global Sustainability and Impact Equity Strategy, we apply a proprietary
Four Pillar method to understand company performance in the context of interrelated ESG criteria. The Four Pillars
include the categories of Governance, Products and Services, Human Capital Management, and Environment.

ENGAGEMENT WITH
60 COMPANIES

ENGAGEMENT BREAKDOWN
BY PILLAR

7%
12%

12%

45%

H E AV Y

27%
MEDIUM

GOVERNANCE

HUMAN CAPITAL
MANAGEMENT

6%

62%
LIGHT

24%

ENVIRONMENT

25%
62%
PRODUCTS
& SERVICES

Across our Four Pillars, we can see that the majority of our engagements have related to Governance, Products &
Services, and Environment. For us, strong Corporate Governance practices are essential and we strive to encourage
companies to achieve best practice levels. Topics that fall within the Products & Services Pillar and with which we have heavily
engaged include supply chain management, data privacy, product safety, as well as a company’s business model and its
alignment with the UN Sustainable Development Goals (SDGs). On the Environmental front, we seek to ensure that despite
declining environmental regulations, our investment holdings adhere to environmental best practices in their respective industries. In the following sections, we discuss specific engagements that we have had with regard to these Pillars.
BASED ON 92 ENGAGEMENTS

7%
12%
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Human Capital Management is a topic that has

PROXY VOTING

received increased focus this year. In the past, companies

In 2017, we voted on 2,696 ballot items at 702 annual

have been reluctant to disclose quantitative information

and special meetings for our Global Sustainability and

on topics like diversity, recruitment, employee satisfaction,

Impact strategies. Major proxy voting issues included:

and accident rates. This past year, we have increasingly

the election of directors; management proposals,

used our voice as shareholders to encourage companies

including executive compensation, changes in corpo-

to disclose this type of information, as we believe that the

rate governance, and ratification of auditors, as well as

responsible treatment of employees is important to the

shareholder proposals on a wide range of environmental,

long-term health and success of a company. We

social and governance topics. We voted with management

currently expect our engagements within this pillar

on 84% of ballot items and 87% of management proposals.

to steadily increase in 2018.
8

PROXY VOTING BY TOPIC

72%

BOARD
R E L A T E D*

PROXY VOTES

2,696

ENVIRONMENT 1%
SOCIAL 2%
GOVERNANCE 3%
OTHER 6%

16 %

EXECUTIVE
COMP

P R O X Y V O T E S S TAT S
702 ballots voted; 2,696 proposals voted

*ELECTION OF

DIRECTORS, AUDITORS,
AND RATIFICATION
OF BOARD ACTS

PROXY VOTING PROCESS
Proxy vote process supported by Proxy Voting Guidelines

84% total ballots voted with management
87% management proposals supported
46% shareholder proposals supported; proxy access;
climate change; political lobbying; gender pay equity
Co-filed Conoco Phillips and Ford lobbying resolutions;
noble 2 degree resolution and Wells Fargo Business
Standards Review resolution
Public Declaration of Support of Exxon 2 Degree Scenario
Shareholder Resolution
Signatory: Climate Action 100+; We Are Still In; Investor
Letter Section 1502 of Dodd-Frank; Global Investor
Letter to G7 and G20 Nations Texas LGBTQ Legislation

Favor Proxy Access; Case by Case Analysis
Tend to Vote against long-tenured and overboarded
directors
Support executive compensation aligned with performance
Supports efforts for board diversity
Favor board refreshment, balanced skill set
Favor disclosure of climate change environmental risks

S O U R C E | G L A S S L E W I S 2 0 1 7 V O T I N G D ATA F O R R O C K E F E L L E R & C O . S U S TA I N A B I L I T Y & I M PA C T P O R T F O L I O S
( V O T E D B A L L O T S O N LY )

We voted for 46% of shareholder proposals, including those
relating to board independence, gender diversity, greater
disclosure of corporate political and lobbying spending, as
well as two-degree climate change proposals calling for

For the first time in our voting history, we voted
against an entire board slate due to its corporate
responsibility shortcomings.

an assessment of the impact of carbon assets. For the
first time in our voting history, we voted against an entire

full, and often qualitative, story. The following topics and

board slate due to its corporate responsibility shortcomings.

engagements are certainly not exhaustive but only aim

These statistics, while providing a concise overview, only

to provide a glimpse into the impact that we have

show a snapshot of our work; they don’t illustrate the

accomplished in 2017.

9

LEADERSHIP AND LONG-TERM
VIEW IN THE BOARDROOM
The 2008 financial crisis was a turning point for many public companies as investors began calling for greater accountability, responsiveness and leadership from their boards. This led to the adoption of new corporate governance principles
that seek to enhance the board’s role and leadership, independence, expertise and risk oversight, as well as transparency and engagement with shareholders. On the investor side, 20 national and international Stewardship Codes guide
the work of institutional investors in engaging with boards on long-termism and leadership. From Japan to the UK, from
Europe to the United States, investors increasingly expected public boards to engage with them and other stakeholders
on long-term sustainability and to oversee issues of climate change, diversity, and human capital as part of their long-term
business strategy and risk management. This shift signals a new corporate culture of responsibility and accountability.
While these reforms signal progress, institutional investors — large pension plans and ESG asset managers, including
Rockefeller & Co. — have continued to use their shareholder voice and vote to pursue new dimensions of corporate
leadership and boardroom reform. This embodies a new sense of investor commitment to stewardship
and fiduciary responsibility.
Taking the Long-term Perspective | As investors, we consider these reforms necessary to ensure ethical business
practices as they tend to be a strong indicator of a company’s long-term resilience.
We believe that governance of ESG in the boardroom is inherently long-term in nature and aligns with our philosophy
as long-term investors. According to a recent survey by the National Association of Corporate Directors (NACD), 71%
of directors surveyed in 2017 recognize the need for a new mandate for boards to better understand the long-term risks
and opportunities that affect performance and drive strategic choices of their companies.14 Taking a long-term approach
to business growth and shareholder value creation presents a potential opportunity for boards to withstand the
pressure of corporate activists, short-termism and focus on quarterly performance, and to better oversee and monitor
management. When boards consider ESG issues in their discussions and decisions, that long-term perspective helps
them assess and mitigate potential risks, and identify new growth opportunities.
14

10

“Industry Disruption, Changing Global Conditions, and Cybersecurity Threats Top List of Corporate Directors’ Concerns.”
National Association of Corporate Directors. November 30, 2017. Retrieved from: https://www.nacdonline.org/AboutUs/PressRelease.cfm?ItemNumber=50393

2 0 1 7 G O V E R N A N C E H I G H L I G H T — U . S . S T E WA R D S H I P C O D E
The Investor Stewardship Group (ISG), a collective group of some of the largest U.S. and international institutional
investors and global asset managers whose aggregate assets under management exceed $20 trillion in the U.S. equity
markets, launched the Framework for U.S. Stewardship and Governance (Framework) during 2017. ISG’s initiatives
could be a turning point in the evolution of U.S. governance practices and its principles could have a significant impact
on U.S. companies. Its unusual membership composition of individuals within financial institutions who manage day-today governance responsibilities, set policies, engage with portfolio companies and vote proxies, opens the door to
decision-makers with whom companies could have access to for constructive dialogue.
C O R P O R AT E G O V E R N A N C E F R A M E W O R K
F O R U. S . L I S T E D C O M PA N I E S

PRINCIPLE 1

| Boards are accountable to shareholders.

P R I N C I P L E 2 | Shareholders should be entitled to voting
rights in proportion to their economic interest.

P R I N C I P L E 3 | Boards should be responsive to
shareholders and be proactive in order to understand
their perspectives.

P R I N C I P L E 4 | Boards should have a strong independent
leadership structure.

STEWARDSHIP FRAMEWORK
FOR INSTITUTIONAL INVESTORS
P R I N C I P L E A | Institutional investors are accountable
to those whose money they invest.
P R I N C I P L E B | Institutional investors should demonstrate
how they evaluate corporate governance factors with
respect to the companies in which they invest.
P R I N C I P L E C | Institutional investors should disclose,
in general terms how they manage potential conflicts of
interest that may arise in their proxy voting and engagement activities.
P R I N C I P L E D | Institutional investors are responsible
for proxy voting decisions and should monitor the relevant
activities and policies of third parties that advise them on
the decisions.

PRINCIPLE 5 |

Boards should adopt structures and
practices that enhance their effectiveness.

P R I N C I P L E E | Institutional investors should address
and attempt to resolve differences with companies in
a constructive and pragmatic manner.

Boards should develop management
incentive structures that are aligned with the long-term
strategy of the company.

P R I N C I P L E F | Institutional investors should work
together, where appropriate, to encourage the adoption
and implementation of the Corporate Governance and
Stewardship principles.

PRINCIPLE 6 |

The ISG Framework establishes basic standards of investment stewardship and corporate governance for U.S. institutional investors and boardroom conduct. The six governance principles within the Framework are already well-known
to companies, but extend some of the specific requirements within the principles to a “comply or explain” framework
similar to some European market stewardship codes.
This historic U.S. stewardship code is set to take effect in January 2018 to give U.S. companies time to adjust to its
standards prior to the 2018 proxy season. Even as legislative and regulatory uncertainty remain, we consider the
Framework a good development and initiative in the U.S., because contrary to the UK, Japan and other high-income
countries, the U.S. has been a laggard, without either a governance or stewardship code. The Framework follows in
the footsteps of other stewardship codes that have proliferated around the world following the 2008 financial crisis.
However, we believe its voluntary, principles-based governance should be welcomed by U.S. public companies as it
encourages a flexible, case-by-case approach in which business strategy and financial goals are given priority over
compliance with external governance standards. As the governance spotlight focuses more deeply on boardroom
transparency and integration of ESG policies, the potential advantages of principles-based, comply-or-explain
governance may become increasingly apparent to U.S. companies and investors.
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L E A D E R S H I P A N D L O N G -T E R M V I E W I N T H E B O A R D R O O M

about 19% of women are holding seats on U.S. boards
against 30% in countries like France, Norway and Sweden.18

As global investors, we recognize board
independence as imperative for corporate

A 2017 McKinsey research study shows progress in

leadership and effective oversight.

female representation on some of the boards of S&P
500 Index companies. The top 50 U.S. companies with
Board Composition | Board composition is paramount

a strong history of gender diversity on boards have further

in connecting sustainability to a company’s long-term

increased female representation by, on average, 24%

business and strategy. In 2017, we saw an important move

since 2005.19 Among corporate leaders of gender diver-

forward in the industry with U.S. companies bringing

sity, we highlight American Water Works, whose board

ESG expertise into the boardrooms.

is 67% female. These trends show that there is progress,
although some may say it is not fast enough. To close

Under shareholder and public pressure over its contro-

the gender gap, institutional investors are encouraging

versial position on climate change, the energy giant

companies to make much stronger and visible commit-

Exxon Mobil appointed Susan Avery, an atmospheric

ments to diversity, to include diversity in decision making

physicist and the first climate scientist, to its board.

and recruitment, and contribute to shaping a new corpo-

15

This was a significant action that reflected the serious-

rate culture of parity and leadership. We believe that it is

ness of long-term shareholder concerns about including

imperative for today’s and tomorrow’s board members to

and recruiting independent directors who are skilled at

focus on long-termism; to celebrate diversity of experi-

addressing the potential impacts of climate change on the

ences, views, and opinions; and to bring much needed

company’s long-term business and financial growth.

independent expertise. These shifts will help address issues
and potential challenges that may affect companies over

As global investors, we recognize board independence

the next few decades as opposed to the next few quarters.

as imperative for corporate leadership and effective
oversight. In Japan, since the implementation of the new

Board Committees on Sustainability | Some public

Corporate Governance Code in 2015, Japanese compa-

companies have taken a leadership position in integrating

nies have begun to increase the number of independent

ESG in boardroom decisions by developing a governance

directors to one or two from virtually zero in the past, and

structure to ensure that these issues are addressed. Such

have shown more transparency and responsiveness to

companies appoint stand-alone committees at the board

shareholders.16 The United States is leading other markets

level to monitor material topics that they believe are key

with independent directors making up 85% of the boards

to long-term performance.

of the S&P 500 Index and 79% of the boards of the
Russell 3000 Index.17 We seek to encourage companies

Nike, Unilever, Ford Motor and Royal Caribbean

across the globe to follow suit and improve independence

are examples of companies that have formed such

and oversight. Increasing board diversity — of views, gender

committees. In the case of Nike, the board’s

and background — also demonstrates leadership. It is well
known that the United States lags behind many European

“Corporate Responsibility & Sustainability” committee
was borne out of the reputational crisis involving

countries in female representation on boards. Today, only
15

Mufson, Steven. “Besieged by climate controversy, ExxonMobil puts a climate scientist on its board.” The Washington Post. January 26, 2017. Retrieved from: https://www.washingtonpost.
com/news/energy-environment/wp/2017/01/26/besieged-by-climate-controversy-exxonmobil- puts-a-climate-scientist-on-its-board/?utm_term=.52bca0ee9ab9

16

Bloomberg Intelligence. “Japan’s corporate governance overhaul.” Bloomberg Professional Services. January 6, 2017. Retrieved from: https://www.bloomberg.com/professional/blog/ja		
pans-corporate-governance-overhaul-2/

17

“EY Center for Board Matters.” EY. October 31, 2017. Retrieved from: http://www.ey.com/us/en/issues/governance-and-reporting/ey-corporate-governance- by-the-numbers#boardcomposition

18

Huber, Celia and Sara O’Rourke. “How to accelerate gender diversity on boards.” McKinsey & Company. January 2017. Retrieved from: https://www.mckinsey.com/global-themes/leader
ship/how-to-accelerate-gender-diversity-on-boards

19

Ibid.
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allegations of sweatshops and child labor in Asia in the

At Rockefeller & Co., we promote and assess how

mid-1990s. Today, this committee serves as a useful

sustainability is part of a board’s decision and long-term

source of knowledge and expertise, and it drives account-

perspective. In many instances, we seek direct engagement

ability and stimulates innovation in sustainability. Another

with boards, and in some cases the engagements last several

example of a company that formed a committee in reaction

years. Our long-term engagement with JP Morgan Chase

to a major controversy is JP Morgan Chase. In the aftermath

began in 2012 and evolved into a constructive, multi-year

of the financial crisis, JP Morgan Chase made efforts to

dialogue about risk oversight, culture and ethics. In 2017, we

rebuild its reputation, as well as shareholder and societal trust.

met with the Corporate Secretary and other senior execu-

They created a special board-level “Public Responsibility

tives, which afforded us an opportunity to ask for an update

Committee” that provides oversight of the firm’s responsible

on the company’s Business Standards, which were produced

investment practices, including fair lending and community

by the company’s board in 2014 in response to our initial

investing, and company-wide sustainability efforts.

engagement efforts. This year, JP Morgan Chase made the

20

case for ongoing investments and further efforts to enhance
Other companies, such as Microsoft and ConocoPhillips,

business ethics and a company-wide culture of account-

have opted to address these issues proactively through

ability. It created a new position, Chief Conduct & Culture

“Public Policy Committees.” The companies see these

Officer, and appointed Pamela J. Dearden to the role, to

committees as essential to identifying future poten-

better oversee risk, and to ensure that ethics and culture

tial regulatory issues and business risks. For example,

are embedded into all lines of the bank’s business. Today,

ConocoPhillips’ board defines its public policy committee’s

we continue to engage with JP Morgan Chase and look to

role in evaluating and monitoring “social, political, opera-

evaluate the implementation of its business ethics policies.

tional, technical and environmental trends and risks
that could affect the company’s business activities

Similarly, we have a longstanding dialogue with the board

and performance.”

of Wells Fargo and have continued these engagements

21

throughout 2017. Our work with the board and senior
Rockefeller & Co. considers the establishment of such

management has centered on risk management, new

committees to be good governance and an example of

incentive sales programs, and rebuilding trust with share-

how ESG can be embraced, and how boards can hold

holders and society after the 2016 account fraud scandal.

management accountable. By making sustainability a

During our 2017 shareholder engagements with the

priority for board members, we believe that companies

company, we tasked the board with producing a Business

will also have greater incentive to invest resources into

Standards report, which they agreed to do. We expect

initiatives that have the potential for positive long-term

the board and management to take full responsibility for

results rather than short-term effects.

the recent scandals regarding the company’s ethics and
business practices, and to demonstrate much needed

Engaging on Risk, Ethics and Culture | Boards can

changes in risk management.

further exhibit their leadership and long-term approach
by directly engaging with shareholders and being responsive

We believe that improving accountability and oversight

to discussing matters of sustainability. Today, 72% of the

at the board level, increasing transparency and hasten-

S&P 500 Index companies disclose their board’s sharehold-

ing responsiveness, are necessary steps for Wells Fargo

er engagement activities — up from 50% in 2014. Across

to improve its corporate culture and emerge from its

the globe, boards are responding to shareholder feedback.

scandals to again become a respected financial institution.

22

20
Paine, Lynn S. “Sustainability in the Boardroom.” Harvard Business Review (July-August 2014 issue). Retrieved from: https://hbr.org/2014/07/sustainability-in-the-boardroom
21
ConocoPhillips. “Public Policy Committee Charter.” Retrieved from: http://static.conocophillips.com/files/resources/public-policy-comm-charter_amended_20160217.pdf
22

EY. “Shareholder Engagement Trends.” June 12 2017. Retrieved from: http://www.ey.com/us/en/issues/governance-and-reporting/ey-corporate-governance-by-the-numbers#sharehold
er-engagement-trends

13

Aligning Pay with Long-term Performance | Aligning CEO pay with a company’s long-term performance is at the
core of a board’s responsibilities. Excessive executive compensation and poor alignment with long-term shareholder
return has been a serious issue in the U.S. market, triggering shareholder discontent and action.
This year marked the beginning of our engagement with Oracle Corporation, in which we focused on executive
compensation and the board’s response to shareholder criticism. In 2017, for the sixth consecutive year, shareholders rejected the company’s compensation structure, deeming the compensation package of its three top executives,
which last year totaled more than $160 million, as excessive. In collaboration with other like-minded investors, we asked
the compensation committee for greater disclosure of the board’s decision-making process related to compensation
metrics and targets, and linking compensation to long-term growth and financial prospects. We also raised the issues
of board refreshment, director tenure, skills set and diversity, as we believe that these contribute to better board quality
and long-term perspective. In 2017, Oracle responded to shareholder concerns by revising compensation structures and
reducing executive pay by half. Still, we remain dissatisfied with the board’s action and we seek further alignment of CEO
compensation with long-term performance.
G O V E R N A N C E O V E R H U M A N C A P I TA L
We consider human capital and labor management as central to companies’ business and long-term financial
prosperity; thus, we see it as paramount that these issues be considered and governed at the board level.
In two conversations with Amazon.com, Inc., in 2017, we raised the issue of human capital management as a
governance topic at the board level, as it presents both long-term risks and opportunities. As of August 2017,
Amazon employed 382,400 people worldwide. We requested greater transparency from the company and improved
reporting on material human capital issues — from management of highly skilled IT personnel to labor practices at
distribution centers. We asked for quantitative evidence that human capital management policies are adopted and
implemented effectively and universally across global operations. We believe board oversight will help improve Amazon’s
reputation and responsiveness to shareholders with respect to labor management. It could also improve relations with
employees, customers and the communities in which the company operates. As Amazon’s working conditions at distribution centers globally continue to make headline news, we currenty plan to continue to engage on this topic in 2018.
As long-term investors, we continue to seek engagements with boards and senior management on issues of corporate
governance and the integration of ESG in to boards’ decisions and long-term strategies.
14

CLIMATE
LEADERSHIP
In June of 2017, it was announced that the United States would be exiting the Paris Climate Agreement — a decision
in opposition to the views of many Americans, hundreds of investors and companies, and the international community.23
If momentum is defined as the impetus gained by a moving object as a product of its mass and velocity, it will take
more significant action than the U.S. exiting from the Paris Climate Agreement to stop the momentum toward a
low carbon economy.
While the Paris Climate Agreement was a great success in international diplomacy, it was largely the commitments from
the private sector that enabled national governments to effectively negotiate this treaty. Before Paris, it was clear that
whether or not consensus language was reached, companies, states and cities that had already made commitments
would continue to execute against their energy efficiency plans, cut emissions and create demand for more renewable
energy. The private sector has provided leadership where government has been slow to act.
For the Sustainability & Impact team at Rockefeller & Co., the Paris Climate Agreement provided regulatory validation
after years of advocating for, and witnessing the implementation of, proactive climate action across sectors. Washington
has lagged behind the private sector in fighting climate change for many years. Rockefeller & Co.’s engagements are not
focused on mere regulatory compliance, but rather seek to encourage companies to move toward best ESG business
practices that go beyond what is mandated.
23

Meyer, Robinson. “Most Americans Support Staying in the Paris Agreement.” The Atlantic. May 31, 2017. Retrieved from: https://www.theatlantic.com/science/archive/2017/05/mostamericans-support-staying-in-the-paris-agreement/528663/
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AS LONG-TERM INVESTORS FOR A
SUSTAINABLE PLANET, WE FURTHER
RESOLVE TO PUSH COMPANIES HARDER
TO SET, MEET AND EXCEED TARGETS.
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ESG investor pressure for climate change mitigation,

global regulatory risk. Rockefeller & Co. embraces these

resiliency and planning has integrated this issue into the

perspectives when it comes to our engagement activities on

core standard management practices of companies across

climate change.

the globe, into what we like to think of as the new business
as usual. The new business as usual accepts climate change

C L I M AT E E N G AG E M E N T H I G H L I G H T S 2017

and the physical, regulatory and transition risks that come

The week after the 2016 election, we engaged with

with it, as part of operations, budgeting and risk manage-

ConocoPhillips, one of the largest exploration and

ment. It is no longer a separate consideration relegated to

production companies in the world. The first question

the Corporate Social Responsibility (CSR) department.

we asked them was: “What about your proactive climate

This mainstreaming was increasingly evident leading up to

policies, climate-related planning and economic forecasting

the COP22 negotiations in 2016, where the “We Mean

will be rolled back in the face of a more lenient adminis-

Business Coalition,” made up of 568 companies worth over

tration?” Their answer: “Nothing.” The company went on

$8.1 trillion and 183 investors representing over $20.7

to explain that they are making capital allocation decisions

trillion in assets under management, stood together to

for the mid-term and long-term that must consider a

declare to the governments of the world that we have

changing climate, oil demand disruption, as well as stricter

already been doing the work, and will continue to strength-

global regulatory regimes. The CEO, Ryan Lance, went

en our commitments going forward.24

on to publicly endorse the U.S. remaining in the Paris
Climate Agreement after a member of our team asked

While we disagree with the decision of the U.S. to exit

him directly, addressing the board of directors as well as

the Paris Climate Agreement, let’s reflect on what we

other shareholders, during the company’s Annual General

saw in the run-up to this short-sighted announcement to

Meeting. With every phone call, meeting and corporate

withdraw. More than 280 global investors and more than

engagement of 2017, we have asked this question: “How

1,100 businesses, including at least 70 Fortune 500 firms,

will a weak environmental regulatory regime in the U.S.

urged President Trump to stay in the Paris Climate Agree-

change your policies and programs?” In each meeting,

ment.25 Additionally, we heard separate public statements

we were given a similar answer and rationale: that strong

from energy companies such as Exxon, ConocoPhillips and

performance on energy (and subsequently, emissions)

BP encouraging the U.S. to remain, while financial services

management is good for business; that exceeding regula-

giants including JP Morgan and Goldman Sachs also made

tory requirements is good for risk management; and that

public appeals to stay in the treaty. In an unprecedented

the opportunity to drive energy and efficiency savings for

proxy season for pro-climate resolutions, we saw increased

the customer is the competitive opportunity of the future.

shareholder advocacy among large institutional investors

This is the type of leadership on climate change we expect

such as BlackRock and Vanguard voting in favor of climate

from our investments.

change risk disclosure.26 While we would like to think that
these firms advocated to remain in the treaty for a better

In 2017, we engaged not only on reducing contributions

planet, the case each one made was for the long-term

to climate change, but also on the physical risks to their

health of their businesses. This is a strong indication that

businesses. For our consumer holdings with tens and

the private sector may continue to drive demand to meet

sometimes hundreds of thousands of suppliers, stronger

these commitments, as they see the value in increasing

and more unpredictable weather events can lead to disrup-

the efficiency and resiliency of their businesses in the face

tions across the value chain if they are not well diversified.

of climate volatility, disruptive technology and increased

On the other hand, our industrial and materials companies

24
“We Mean Business Coalition.” Retrieved from: https://www.wemeanbusinesscoalition.org/
25

“Withdrawing the U.S. from the Paris Climate Agreement Puts America Last.” Ceres. June 1, 2017. Retrieved from: https://www.ceres.org/news-center/press-releases/withdrawing-us-paris-climate-agreement-puts-america-last
26
Chasan, Emily. “BlackRock Wields Its $6 Trillion Club to Combat Climate Risks.” BloombergMarkets. December 8, 2017. Retrieved from: https://www.bloomberg.com/news/arti-		
cles/2017-12-08/blackrock-wields-its-6-trillion-club-to-combat-climate-risks
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could see opportunities as the need for climate-resilient

LOOKING AHEAD TO 2O18

infrastructure and engineering becomes a priority for local

If the current administration of the United States makes

and national governments across the globe. Our cement

good on its promise to officially withdraw from the Paris

holdings are at the intersection of a number of different

Climate Agreement, some potential setbacks will need

climate risks and opportunities, and in our conversations

to be addressed as a result of this decision. While

with these companies we tend to dig deeper into their

emissions are still projected to decline, it will not likely

programs and policies for addressing both. While cement

be rapid enough to meet two-degree targets without

production contributes approximately 5% of global

the enforcement of the U.S. commitment. Additional-

greenhouse gas emissions, high performance materials

ly, the U.S. will have conceded an important leadership

can help reduce Scope 328 emissions,29 as well as assist

role on the global stage which could have unforeseen

coastal cities in being more resilient in the face of flooding,

geopolitical impacts, as China seems very interested in

high winds from hurricanes and coastal erosion. However,

having a seat at the table, despite their significant share

seeking to reduce the sector’s greenhouse gas emissions

of global emissions. As a result, the U.S. could be looking

remains a priority for our engagements, where empha-

at a reduced competitive position with regard to trade,

sizing increased spending on research and development

technology and infrastructure. 2017 saw the highest

for low-embedded carbon cements, as well as investing in

number of major hurricanes since the 2005 season and

more efficient kilns and alternative fuels, is essential. These

is considered the costliest season to date30 with estimates

discussions also prioritize company preparedness in the

of over $140 billion in disaster relief alone needed in

face of evolving regulatory structures worldwide.

the U.S.31 Puerto Rico is expected to be without steady

27

electricity well into 2018.32 Between the wildfires exacerbated by years of climate change-related drought in
California, and the increased severity of extreme weather
27

“Bigger Climate Action Emerging in Cement Industry.” United Nations Framework Convention on Climate Change. October 26, 2017. Retrieved from: http://newsroom.unfccc.int/unfccc-newsroom/bigger-climate-action-emerging-in-cement-industry/
28
Scope 3 emissions, as defined by the Greenhouse Gas Protocol, are indirect emissions, such as the extraction and production of purchased materials and fuels, transport-related activities in
vehicles not owned or controlled by the reporting entity, electricity-related activities (e.g. T&D losses) not covered in Scope 2, outsourced activities, waste disposal, etc.
29
Indirect emissions, including those attributed to the end consumer of products and services
30
Astor, Maggie. “The 2017 Hurricane Season Really Is More Intense Than Normal.” The New York Times. September 19, 2017. Retrieved from: https://www.nytimes.com/2017/09/19/us/
hurricanes-irma-harvey-maria.html
31
Kaplan, Thomas. “House Approves $36.5 Billion Hurricane and Wildfire Aid Package.” The New York Times. October 12, 2017. Retrieved from: https://www.nytimes.com/2017/10/12/us/
politics/house-congress-disaster-relief-hurricanes-wildfires.html
32
Lu, Denise and Chris Alcantara. “Parts of Puerto Rico Have Been in the Dark For…” The Washington Post. Updated January 11, 2018. Retrieved from: https://www.washingtonpost.com/
graphics/2017/national/puerto-rico-hurricane-recovery/?utm_term=.c7406742c30a
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events around the world, significant amounts of capital

take even further action as Moody’s Investors Service

will be required for reconstruction and compensation.

announced in November that it would be increasing the

While some of the costs will be borne by insurance

relevance of climate change risk to its credit ratings for U.S.

providers, governments whose territories are impacted

state and local issuers.34

can expect their taxpayers to pay the most, as significant
resources will need to be diverted to those impacted by

OPPORTUNT Y FOR CLIMATE INVESTMENT

these events. For this reason, mayors, governors and local

The increased frequency and severity of extreme

administrators around the globe have strengthened their

weather events offers a variety of opportunities for the

commitments to fortify their cities and states against the

private sector. There will be a need not only to rebuild

physical risks of climate change, while working to reduce

affected areas, but also to reimagine infrastructure,

their greenhouse gas emissions.

coastal habitation and even agricultural production. Firms
creating innovations in these sectors could stand to gain

In the weeks following the Paris withdrawal, we saw this

in the mid-to long-term. It will be solution-oriented

sense of urgency as more than a dozen U.S. states and over

companies that build everything from large scale flood-

200 cities joined hundreds of businesses to announce that

walls to water pumps and fireproof structures, as well

they would remain committed to the goals of the Agree-

as their suppliers that could see a benefit from regula-

ment. In June, the bipartisan United States Conference

tory tightening as a result of increased climate volatility.

of Mayors, adopted a series of resolutions that include:

Countries, states and local municipalities around the

supporting efforts to get their cities to 100% renewable

world are issuing bonds to make these changes and help

energy by 2035; advocating for a total electrification of

ensure their preparedness in the face of extreme weather

the nation’s transportation sector; and the reauthorization

events. Green bonds made up about 3% of all issuances

of the Energy Efficiency and Conservation Block Grant

in the first half of 2017, with the Climate Bond Initiative

Program.33 In addition to the physical risks their jurisdic-

projecting that approximately $130 billion will be issued

tions face, mayors and governors could be compelled to

by year-end.35 These projects include everything from

33

Kusnetz, Nicholas. “U.S. Mayors Back 100% Renewable Energy, Vow to Fill Climate Leadership Void.” Inside Climate News. June 26, 2017. Retrieved from: https://insideclimatenews.org/
news/26062017/mayors-conference-supports-100-percent-renewable-energy-electric-vehicles-climate-change
34
Global Credit Research. “Announcement: Moody’s: Climate change is forecast to heighten US exposure to economic loss placing short- and long-term credit pressure on US states and
local governments.” Moody’s Investors Service. November 28, 2017. Retrieved from: https://www.moodys.com/research/Moodys-Climate-change-is-forecast-to-heighten-US-exposureto--PR_376056
35
“Climate Bonds Initiative.” Retrieved from: https://www.climatebonds.net/

19

C L I M AT E L E A D E R S H I P

fortifying flood prone infrastructure to building renewable

performance has improved.36 As shareholder repre-

power generating capacity.

sentatives, we believe that it will remain important for
the United States to have a seat at the table for all of

E N G A G I N G O N C L I M AT E I N 2 0 1 8

our companies going forward. We might not be able to

The U.S. withdrawal from the Paris Climate Agreement

showcase federal policy, but we can certainly point to

could have negative unforeseen consequences with

American corporate leadership on climate in many areas.

respect to regulation, trade negotiations, taxes, and

Rockefeller & Co. intends to continue to advocate for

the ability to fairly do business abroad. Yet from our

proactive climate performance by companies. The lack of

perspective, there is little that can be done to stop the

climate regulation did not curtail our efforts prior to Paris,

momentum that has been building around climate action

and we have no reason to believe that the decision to the

in the last decade. Capital has been allocated. Opportu-

exit the Paris Climate Agreement will impede our future

nities across sectors have been identified. Technology for

progress on this issue. As long-term investors for a sustain-

efficiency and renewable energy has only become more

able planet, we further resolve to push companies harder to

democratized, and most importantly, U.S. emissions

set, meet and exceed targets.

36

Joyce, Christopher. “Market Forces May Impact Emissions More Than Climate Agreements.” NPR. May 30, 2017. Retrieved from: http://krcc.org/post/market-forces-may-impact-emissions-more-climate-agreements
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HEALTH AND CLIMATE
CHANGE: AN OPPORTUNIT Y
FOR LEADERSHIP
While we emphasize carbon footprint reduction in our engagements, we also consider how climate change will impact
our portfolio companies and society at large.
In 2015, one of the most prestigious medical journals, The Lancet, established a commission to begin an independent study
with academic and medical experts from around the globe to track what scientists have predicted for years: that climate
change would begin to have a profound impact on human health. The Lancet was formerly known for having issued landmark
reports on the linkage between lung cancer and smoking as a contributing risk factor that helped validate the connection
within the medical community and eventually the public.37 Although seemingly obvious to us now, it was the journal that
played a fundamental role in bringing that issue to public attention and is now onto its next cutting edge research.
Framing climate change as an environmental challenge is not only inaccurate but too narrow in that it assumes that the
consequences are far off, scientifically too technical to understand, abstract and not personally relevant. If we frame
climate change as a public health issue, then it becomes personal and something many can relate to, which we believe
will allow for greater attention and awareness. The problem is not merely that climates are changing; but it is that they
are changing too quickly for species and ecosystems to adapt, leading to an increasing human health challenge.
37

“The Lancet Commission on pollution and health.” The Lancet. October 19, 2017. Retrieved from: http://www.thelancet.com/commissions/pollution-and-health
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The report’s key message is that “human symptoms of climate change are unequivocal and potentially irreversible,
affecting the health of populations around the world today.” Unfortunately, the growing threat to public health from
climate change is seeing a delayed response that may undermine decades of progress. According to The Lancet
report, the most vulnerable populations will be disproportionately impacted by climate change effects which can
exacerbate social, economic and demographic inequalities.
For these reasons, we see it as paramount to engage with our healthcare holdings on what they are doing to respond
and prepare for global health crises that will largely be driven by the impacts of climate change. In this section, we briefly
review some of those impacts to highlight the intersection between climate change and health concerns before discussing our engagement activities. The companies that we have highlighted are ones that we believe have recognized the
imminent global health crises and who are not only reducing their own contributions to climate change but are taking
a leadership stance in finding solutions to the problem. Traditionally, companies directly involved with the transition to
a low carbon economy or pollution mitigation would be clearly identified as potential opportunities. Given the growing
correlation between climate change and human health, we would argue that many healthcare companies should also
be viewed as solution-oriented, especially with products and services that have the potential to address impending
challenges such as heatwaves, respiratory and infectious diseases, and pollution.
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Heat Waves | There is little doubt that climate change has intensified weather events such as hurricanes, storms and
droughts, but recent studies demonstrate that increasing temperatures can also exacerbate existing health problems
in populations and introduce new health threats. According to National Oceanic and Atmospheric Administration
(NOAA), the Earth’s temperature has been rising at an average rate of 0.13˚F each decade since the start of the record
in 1880, and more than twice that rate, 0.31˚F, if you consider the past half century alone.38 The health effects of heat
waves are especially apparent in elderly populations, and can range from direct heat stress and heat strokes, to acute
kidney injury from dehydration.39
38

Blunden, Jessica. “How unusual is 2016’s record-temperature three-peat, and will the hot streak continue in 2017?” NOAA Climate.gov. January 19, 2017. Retrieved from: https://www.
climate.gov/news-features/blogs/beyond-data/how-unusual-2016s-record-temperature-three-peat-and-will-hot-streak
39
“The Lancet Commission on pollution and health.” The Lancet. October 19, 2017. Retrieved from: http://www.thelancet.com/commissions/pollution-and-health
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125 MILLION MORE VULNERABLE PEOPLE > 65 YEARS
WERE EXPOSED TO HEAT WAVES IN 2016 THAN IN 2000
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The 2003 European heatwave claimed the lives of more than 20,000 people and is emblematic of how an extreme
climate condition severely impacted a mostly vulnerable, elderly demographic.40 For the past two decades, India has
been experiencing deadly heat waves that have killed thousands of people, with recent studies claiming that rising
temperatures will have a greater impact in the future.41 It is estimated that 25% of the Indian population does not have
electricity and only a small portion of the population has access to air conditioning since it is considered a luxury for the
middle class.42 According to a recent analysis from Nature, by 2100, the percentage of the world’s population exposed
to heat waves is projected to increase from 30% to 74% under a status quo scenario with growing emissions.43 The
future impact could manifest itself among different socio-economic levels with larger economic burdens of adaptation
for the wealthy, and potentially higher death tolls for the poor in tropical regions that may lead to global disparities in
human health.
Respiratory and Infectious Disease | Exposure to warmer temperatures and higher levels of CO2 allows plants to grow
more vigorously and produce more pollen than they otherwise would. In parts of the U.S., allergy season is now approximately three weeks longer than it was two decades ago.44 According to a recent study, pollen counts could double by
2040 due to the combined effect of warming temperatures and more CO2, leading to a growing health challenge for
asthma and allergies.45
40
“The heatwave of 2003.” Met Office. May 7, 2015. Retrieved from: https://www.metoffice.gov.uk/learning/learn-about-the-weather/weather-phenomena/case-studies/heatwave
41

Mazdiyasni, Omid et.al. “Increasing Probability of Mortality During Indian Heatwaves.” Science Advances (Vol. 3, no.6). June 7, 2017. Retrieved from: http://advances.sciencemag.org/
content/3/6/e170006
42
Waldman, Scott. “India Faces Fatal Rise in Heat Waves.” Scientific American. June 8, 2017. Retrieved from: https://www.scientificamerican.com/article/india-faces-fatal-rise-in-heatwaves/
43
Mora, Camilo et. Al. “Global Risk of Deadly Heat.” Nature Climate Change (7, pp. 501-506). June 19, 2017. Retrieved from: https://www.nature.com/articles/nclimate3322
44
“The Lancet Commission on pollution and health.” The Lancet. October 19, 2017. Retrieved from: http://www.thelancet.com/commissions/pollution-and-health
45
“The Year 2040: Double The Pollen, Double The Allergy Suffering?” American College of Allergy, Asthma and Immunology. November 9, 2012. Retrieved from: http://acaai.org/news/
year-2040-double-pollen-double-allergy-suffering
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Vector-borne diseases | Vector-borne diseases are also expected to pose a challenge, as insects carrying diseases such
as lyme, malaria, zika and dengue may intensify in prevalence. Rising global temperatures lengthen the season and
increase the geographic range of disease-carrying insects. Additionally, increased rainfall and flooding create breeding
habitats that lead to a rise in insect population, which has contributed to a 30-fold increase in dengue incidence over
the last 50 years, making it the fastest growing vector-borne disease.46
Novartis, through their Novartis Institute for Tropical Diseases (NITD), conducts research on tropical diseases that do
not receive adequate attention relative to their impending prominence due to the consequence of climate change in
developing countries. The company addresses the burden of infectious diseases such as malaria, dengue and cryptosporidiosis, and combine their drug discovery expertise with cutting-edge technologies to produce new medicines and
treatments. For example, the NITD team has collaborated with other scientists to enable drug discovery and establish
dengue pre-clinical models for antiviral testing in order to identify several candidate compounds to address the disease.
Malaria, the most deadly vector-borne disease, caused an estimated 660,000 deaths in 2010, mostly in Africa.47
Novartis currently has two malaria drug treatments in development that are new classes of anti-malarial compounds,
46
“Dengue and Severe Dengue: Fact Sheet.” World Health Organization. April 2017. Retrieved from: http://www.who.int/mediacentre/factsheets/fs117/en/
47

“World Malaria Report 2017.” World Health Organization. 2017. Retrieved from: http://www.who.int/malaria/publications/world_malaria_report/en/
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designed to treat malaria through different therapies.

enable diagnostic accuracy, increase understanding of the

The company has also identified a new drug target with

prognosis, and make it easier to target individual therapies.

the potential to prevent, block and treat malaria.
In addition to cancer, Illumina is focused on a number of
We at Rockefeller & Co. have begun a dialogue with

end markets such as infectious diseases, population health

Novartis to gain insight into the development of NITD

and environmental metagenomics. Environmental metag-

and also into their program of drug access in low-income

enomics is the study of organisms in a microbial communi-

countries. Novartis should be lauded for its industry-leading

ty by analyzing the DNA within an environmental sample.

effort to provide low-income countries a portfolio of

This data can be used for agricultural microbiome analysis,

affordable drugs to tackle diseases such as malaria, cancer

ecological remediation and other biological investiga-

and cardiovascular diseases. According to Novartis, the

tions. More recently, Illumina’s next generation sequenc-

launch of the UN Sustainable Development Goals was

ing equipment was used for a global study on plankton

a main factor in creating Novartis Access to facilitate

to determine changes to our marine ecosystems as a

affordable treatments. Novartis Access also offers capac-

consequence of human activities. Our understanding of

ity-building activities to support healthcare systems in

issues such as the growth and decline of fisheries, ocean

preventing, diagnosing and treating non-communicable

acidification and Earth’s temperature changes will evolve

diseases. Additionally, we are engaging with Novartis on

through the application of genomic research and analysis.

its value-based contracts and the challenges of elevating
company culture to embrace stringent ethics and

We continue to engage with Illumina to understand the

corporate governance standards.

burgeoning opportunities that genomic research and
analysis can unveil for human health and environmental

Illumina is enabling genomic research that could revolu-

end markets. We believe Illumina’s business has significant

tionize genetic analysis to advance human health. As one

impact and have suggested that the company provide

of the leaders in genomics, which is at the intersection of

shareholders with information to assess the develop-

biology and technology, the company has provided equip-

ment of sustainability goals within the company as well as

ment able to sequence genomic data at an unprecedented

highlight the potential impact genomic research can have

scale. Cancer genomics shows particular promise; it will

on society and the environment.
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Pollution | Pollution is the world’s largest environmental cause of disease and premature death today and accounted
for an estimated 9 million deaths in 2015 (16% of all global deaths).48 To place this into context, pollution is responsible
for three times as many deaths as AIDS, tuberculosis and malaria combined and disproportionately has a greater
impact in low- to middle-income countries.49
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Despite the negative effects on human health, the economy and the environment, pollution has not been given enough
attention within the context of the global burden of disease. Industrial emissions, vehicular exhaust and toxic chemicals are the source of 70% of non-communicable diseases including cancer and cardiovascular disease which are often
caused by pollution.50 It is important to note that fossil fuel combustion accounts for 85% of airborne particulate pollution mainly due to petroleum powered vehicles and electricity generating plants with a large contribution from coal fired
power generation.51
48
“The Lancet Commission on pollution and health.” The Lancet. October 19, 2017. Retrieved from: http://www.thelancet.com/commissions/pollution-and-health
49
Ibid.
50
Ibid.
51

Ibid.
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However, in countries such as the U.S., we are beginning to see a decline in emissions derived by electricity generation.
For the first time in 40 years, emissions derived from power generation plants are no longer the biggest source of U.S.
CO2 emissions.52 According to the U.S. Energy Information Administration (EIA) we continue to see flat demand for
electricity in the U.S. However, declines in electricity emissions are due to the combined effect of declining coal fired
power generation and an increase in the mix of lower carbon natural gas and other renewable forms of energy. Interestingly, transportation emissions are now the major source for U.S. CO2, but that may change given the structural shifts
we expect to see due to investments in electric vehicles and battery technology. Over the next two decades we may see
a convergence in transportation emissions if we are to believe the projections from Bloomberg New Energy Finance which
expect electric vehicle (EV) sales to surpass internal combustion engines (ICE) sales by the late 2030s. That shift will
undoubtedly have positive impacts to human health by reducing the prevalence of diseases such as asthma and cancer.
As one of the global leaders in providing tools and solutions to help accelerate scientific innovation and enhance productivity, Thermo Fisher Scientific has expanded its presence in environmental monitoring and testing. The company
has highlighted growth opportunities in emerging markets, particularly in Asia, given the region’s enormous human
health challenge related to air and water pollution. In fact, as of the end of 2016, Thermo Fisher Scientific expanded their presence in Asia-Pacific and emerging markets from less than 10% of total revenue to 20%. During their
recent analyst day, Thermo Fisher Scientific highlighted potential opportunities to address new contaminants and
pollutants in our environment from pesticides, chemical additives and particulates that threaten consumer safety and
public health. This past December, Thermo Fisher Scientific acquired assets from EPTEK Technology Co. in Taiwan
and mainland China that would include volatile organic compound (VOC) continuous emission monitoring systems
(CEMS) to measure and analyze air quality across a range of industrial applications. The VOC CEMS complement the
company’s extensive line of environmental and air quality monitoring solutions, the market for which is now expanding as
Chinese customers need to comply with new and rapidly evolving environmental standards. We currently plan to engage
with Thermo Fisher Scientific in 2018 to understand the opportunity set of environmental end markets. We believe
that Thermo Fisher Scientific has developed sufficient scale and expertise to be able to address the challenge of human
health from a number of different aspects. For instance, given the advent of longer allergy seasons, Thermo Fisher
Scientific is positioning the company to address this challenge through new treatments and solutions. We also aim to
identify the impact Thermo Fisher Scientific has in advancing scientific research to enable to discover new drugs and
treatments.
52

“Monthly Energy Review.” U.S. Energy Information Administration. December 22, 2017. Retrieved from: https://www.eia.gov/totalenergy/data/monthly/
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LEADERSHIP AROUND THE UN
SUSTAINABLE DEVELOPMENT
GOALS (SDGS)
The UN Sustainable Development Goals, or “SDGs,” are not a new concept. However, since their adoption in
September 2015 by 193 member states of the United Nations, consumers, governments, businesses, and investors
have all been talking about them. Aside from three more acronyms to go along with ESG, PRI, CDP and SRI,
what are the SDGs?
They are 17 goals underpinned by 169 targets and 230 indicators which set the priorities for sustainable
development through to 2030.

S O U R C E | “ S U S TA I N A B L E D E V E L O P M E N T G O A L S . ” U N I T E D N AT I O N S . R E T R I E V E D F R O M :
H T T P S : / / S U S TA I N A B L E D E V E L O P M E N T.U N . O R G / S D G S

The goals are lofty and the targets are vague, but the intention is in the right place. The SDGs are the goals or “global
problems” that need to be solved through collaborative efforts between governments, corporations, investors, international organizations, and individuals. Unfortunately, there is no clear delineation for who is responsible for each individual
target within the respective SDGs, so it is up to individual stakeholders to identify what applies to them and how they
can contribute to the target and overarching goal.
We have been on the frontlines of tackling what the SDGs mean for investors and assessing how our investments are
aligned with these global goals. In 2016, we updated our ESG screening methodology by including a separate analysis of
how a company’s business model is aligned with the SDGs. This means that we were assessing to what extent a potential
investment holding’s business model is contributing to the achievement of the SDGs. In 2017, we began to expand on this
and identify ways in which we could assess and aggregate the impact that our strategies have on achieving the goals. In
doing so, however, we were made aware of the inconsistencies, the misinterpretations, and the overall lack of quantitative
data that is required for a thorough impact assessment.
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So what does this mean for Rockefeller & Co.? It means

emissions saved through that initiative and attribute it

that we are still capturing the information that we can

to an overall CO2 footprint reduction. While it is not

and we are engaging with our investment holdings to

a material impact, every little bit counts. For that same

get the data that we do not yet have, but that is needed

reason, we also seek to capture the billions of dollars

to assess impact.

financial institutions spend to finance clean energy
projects. Although not integral to their business model,

In certain instances, we have found that some of

their commitments are having an impact, one that we

our holdings are significantly contributing to one of

certainly want to recognize.

the SDGs, but without the quantitative metrics to
prove their impact, they will fail to get credit. In these

It must be noted that our assessment of impact in

cases, we hope to work with our holdings to find metrics

alignment with the SDGs is just one piece of the larger

that can adequately capture the positive impact that

mosaic. We have decided to look at a broader, more

they are having.

comprehensive impact, because there are some indicators that we believe represent good business practice and

In other instances, however, we have also seen cases

minimize externalities, but do not directly apply to the

of “SDG-washing.” As companies begin to align their

SDGs. Additionally, there are some SDG indicators that

reporting with the SDG framework, it seems as though

are not part of our ESG reviews — but they too are just

some companies feel they need to be contributing to all

as important to understand overall impact and to highlight

17 goals. Not only is this excessive, but it is also unrealistic.

business opportunities. In fact, some studies suggest that

We will go out on a limb and suggest that no company’s

the SDGs offer $12 trillion in investment opportunities.53

business model will fully address each and every one of the
17 global SDGs and if it does, we would venture to say that

Finally, our work on the SDGs is not limited to our own

the company is stretching itself too thin. For a company

holdings. Rockefeller & Co. is also a member of the UN

to truly have a sustainable impact on one of the SDGs it

PRI Working Group on UN Sustainable Development

needs to be linked to its business model. So while we do

Goals and Asset Allocation. This working group of 25

not want to diminish the proactive action from an explo-

asset managers, asset owners, and ESG research providers

ration and production company in the oil and gas sector

is tasked with discussing how the SDGs could or should

who has replaced all of its lightbulbs with LEDs, we cannot

be considered in asset allocation decisions.

necessarily agree with them that they are taking significant
action to reduce their impact on climate change

Whether the SDGs offer ideas for new investments,

and contributing to SDG 13.

highlight business opportunities, or should be used in
determining asset allocation, they have at the very least

In these cases, we want to help our holdings correct-

offered us a common language and created a sense

ly pinpoint the goal or goals that are most relevant to

of urgency that unites society, consumers, govern-

their business model and on which they can thus have

ments, businesses, and investors in addressing our

the greatest impact. Meanwhile, as we work with these

global challenges. The SDGs have also given us a more

companies in seeking to capture their material impact,

comprehensive picture of the business risks and potential

we are still collecting data that companies are disclos-

opportunities of our holdings. They have given us a new

ing. So while we may not believe that the CO emissions

perspective and uncovered additional topics that will help

reduced through those LED lightbulb replacements is

guide our engagement activities in 2018.

2

truly an impact, we still seek to capture the CO2
53

Business & Sustainable Development Commission. “Better Business Better World.” January 2017. Retrieved from: http://report.businesscommission.org/uploads/
BetterBiz-BetterWorld_170215_012417.pdf
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CONCLUSION
We hope that our 2017 Sustainability & Impact Annual Report provides some insight into our process. The
direction is clear and the process is solid. We expect that 2018 will bring with it many opportunities and challenges.
We are excited about the prospect of making our impact felt, collaborating with like-minded investors, leading
the way, and seeking to capitalize on the investment opportunities that lie ahead.
In executing our Rockefeller Global Sustainability & Impact Strategy, our long-term approach, which focuses on
directionality and active engagement, is paramount as we continue to strive to do “well” financially and do “good”
from a sustainability point of view. With financial statistics widely available, we believe our edge is twofold: first,
our willingness to look beyond the next four or six quarters in assessing potential financial value; and second, our
strength conducting qualitative operational reviews in assessing how a company and its management operates and
progresses rather than simply performs. Simply put, like leadership, it is more about direction than position, because
there is no perfect company. There is always room for improvement. To accomplish this, we must use every tool
available. Integrating ESG research and operational reviews into our global investment process is not simply a
fad or trend; we believe it is essential to long-term investment success.
Thank you for your confidence in our ability to act on your behalf, both in terms of investing and using our combined
voice in seeking to have impact and effect the change needed to make our society, our planet and our investments
sustainable for the long term.
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