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Socially Responsible Investing at University of Washington and Peer Institutions 
 
INFORMATION  
 
This is an item for information only. 
 
BACKGROUND 
 
In response to accelerated calls for socially responsible investment action by the 
University of Washington Board of Regents (UW BOR) and several movements 
nationally, the UW BOR requested the following information:  
 

1. The history of socially responsible investment by the University of 
Washington (UW), including specific actions and estimated financial 
impacts 

2. An overview of current UW policies and procedures related to socially 
responsible investing 

3. An overview of peer institution policies and strategies related to 
socially responsible investing 

4. Additional information on shareholder engagement as an advocacy 
strategy 
 

The purpose of this presentation is to provide the Board with information that 
may impact future board action on an expanded policy regarding socially 
responsible investing or specific investment action. 
 
Detailed information is included in the attachment.  In addition, Simon Billenness, 
President of CSR Strategy Group, will join the Board to discuss shareholder 
advocacy as an investment strategy.  Mr. Billenness has over 20 years of 
experience helping investors, non-profits, universities, communities, and unions 
develop successful shareholder advocacy strategies. 
 
Attachments 

1. Socially Responsible Investing at University of Washington and Peer 
Institutions 

2. History of Social Investing at the University of Washington 
3. University of Washington Statement of Investment Objectives and 

Policy for the Consolidated Endowment Fund, approved by the Board 
of Regents April 15, 1988, last updated May 12, 2016 

4. Board of Regents Resolution: August 22, 1986, South Africa 
5. Board of Regents Resolution: March 17, 1995, Burma 
6. Board of Regents Meeting Minutes, January 21, 2000, Excerpt 

Amendment to Investment Policies, Item F–3, Tobacco 
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7. Board of Regents Action Item F–4, June 9, 2005, Amendment to 
Investment Policy, Sudan 

8. Board of Regents Action Item F–5, June 8, 2006, Amendment to 
Investment Policy, Sudan (Amended) 

9. Board of Regents Information Item F–7: October 10, 2013, Global 
Climate Change Initiatives 

10. Board of Regents Resolution, Item B–5, May 14, 2015, Fossil Fuel 
Companies 

11. Board of Regents Action Item F–9, May 14, 2015, Amendment to 
Investment Policy, Coal 

12. Biography, Simon Billenness 
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 BOARD INVOLVEMENT:  Each decision to engage in shareholder activism and/or to divest involves 
extensive due diligence by the Board of Regents. The Board-approved investment policy is amended 
accordingly.

 INVESTMENT POLICY:  A broad statement in the UW investment policy considers socially responsible 
concerns but provides no guidance in its interpretation:  

“While fiscal goals are of central importance, due consideration shall be given to the degree of corporate 
responsibility exercised by the companies in which investments are made.” 

- Statement of Investment Objectives and Policy for the Consolidated Endowment Fund, Paragraph D1

 ISSUE IDENTIFICATION:  Social issues and concerns as well as proposed remedies such as divestment 
may be initiated by students, faculty, community members, alumni and organizations outside of the UW.

 UW EXPERIENCE:  Social investing has a long history at the UW with the Board of Regents electing to 
divest on four issues over the past thirty years. Social activism is on the rise with such issues as fossil 
fuels, Israel, and private prisons all arising in the past five years.

 CURRENT ENVIRONMENT:  The increase in divestment requests from campus constituents is influenced 
by national movements which use the internet and social media to link university communities and 
promote activism.

 STAFF ROLE:  The Treasury Office takes the lead in meeting with individuals and groups and in 
facilitating communication with the administration and the Board of Regents.
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HOW IS SOCIALLY RESPONSIBLE INVESTING ADDRESSED?
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ISSUE YEAR APPROVED 
BY BOARD OF REGENTS ACTION BY BOARD OF REGENTS

Thermal Coal 2015 Divestment

Climate Change 2013 Shareholder Engagement

Sudan 2006 Divestment

Sudan 2005 Shareholder Engagement

Burma 1995 Shareholder Engagement

Tobacco 2000 Divestment

South Africa 1986
Restriction lifted 1993 Divestment

HOW HAS THE BOARD RESPONDED?
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WHAT IS THE HISTORICAL COST OF DIVESTMENT?

Impact analysis only measures the cost/benefit from passive (index) investing.  
It excludes value added by active management.

S O C I A L   I S S U E

THERMAL COAL  
(Climate Change) SUDAN TOBACCO SOUTH AFRICA

IMPLEMENTED 2015 2006 2000 1986 ‐ 1993

IMPACT PER ANNUM ON CEF 
PERFORMANCE * ‐ 1 BP + 2 BP ‐ 10 BP ‐ 150 BP

AVG CEF MARKET VALUE 
SINCE IMPLEMENTATION $2.9 Billion $2.2 Billion $1.8 Billion $215 Million

ESTIMATED PORTFOLIO COST  n/a +$5 Million 
over 10 years

($30 Million)
over 15 years

($23 Million)
over 7 years

*  Impact is measured through comparisons of market indices with and without the restricted assets.  Impact is measured in 
basis points (BP).  A basis point is equal to one hundredth of a percentage point or 0.01%.
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WHAT OTHER CONSIDERATIONS GO INTO THE DECISION TO 
DIVEST?

 BOARD OF REGENTS – FIDUCIARY RESPONSIBILITY. The Board of Regents carefully and systematically 
considers its options before a divestment decision is made. Consideration is given to balancing the 
University’s mission and institutional values with the financial impact on current and future generations. 
Historically it has taken several years to complete the review process on issues resulting in divestment.  

 STAKEHOLDER CONSENSUS.  Board decisions on divestment reflect the consensus of a broad range of 
constituents including students, faculty, donors, and administration.

 IMPACT ON BENEFICIARIES.  Even a small reduction in return has a meaningful impact on program 
beneficiaries over time.

COMPOUNDING EFFECT ON $3 BILLION INVESTMENT PORTFOLIO

PERIOD/IMPACT ‐ 1 BP ‐ 5 BP ‐ 10 BP

1 Year ($0.3 Million) ($1.5 Million) ($3 Million)

20 Years ($22 Million) ($108 Million) ($215 Million)

Compounding calculated using a 7% average annual total return
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WHAT IS THE CURRENT PROCESS FOR ADDRESSING 
DIVESTMENT REQUESTS?

EXPLORATION:  

 Meet with student advocates.  
 What is their position? 
 How long have they worked together as a 

group?  
 What have they done to enlist campus 

support for the issue?  
 Why is the issue important to them as 

individuals?

ASSESSMENT:  

 Explain the fiduciary role of the Board of 
Regents in managing the University’s 
investment portfolios

 What facts and research support the position 
presented?  

 What is the source of information?  
 Does the group network with other 

universities and organizations on the issue?  
 How will the divestment impact the specific 

social issue?   
 Has the group considered shareholder 

activism as another way to address the 
issue?  If not, why not?
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TREASURY STAFF:

 Encourages understanding of 
various options

 Involves the students in 
research where feasible

 Analyzes the economic 
impact of divestment

 Facilitates communication 
with the administration and 
Board Office to move issue 
forward

 Maintains ongoing 
communication with students 
and other interested groups

 Creates learning experience 
for students

INTEREST GROUP:

 Develops argument and 
rationale for position

 Solicits broad support 
within the university 
community*

 Maintains an ongoing 
dialogue with the Treasury 
Office

 Presents recommendation 
to Board of Regents

 Ensures that leadership 
around and support for the 
issue will continue once 
senior leaders graduate

PROCESS FROM ISSUE IDENTIFICATION  
TO  BOARD RECOMMENDATION 

This will  occur through several meetings and  could take months or 
year(s) as leadership and focus shift within interest group. 

ISSUE IDENTIFICATION MEETING WITH 
TREASURY OFFICE AND INTEREST GROUP  

*Lack of consensus within the University community will 
prevent the issue from moving forward.
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WHAT ENGAGEMENT TAKES PLACE AT THE NATIONAL LEVEL?  

7

College and University 
Consortium on Investor 

Responsibility

Joined 1999

Group of university and colleges organized by Harvard University to share information 
on issues and process regarding socially responsible investing (e.g., campus issues, 
proxy voting, policies).  
 UW attends annual meeting
 25+ members including Brown, Columbia, Georgetown, Harvard, MIT, Pomona, 

Seattle University, Stanford, Swarthmore, University of Pennsylvania and Yale.

US SIF

Joined 2013

US Forum for Sustainable Investments (SIF) brings together asset managers, non-profit 
associations, research firms and investment managers interested in sustainable, 
responsible and impact investing.  
 UW attends annual meeting and is part of a listserv group that addresses issues 

related to sustainable investing.
 Members receive access to research papers and materials on sustainable investing.

CERE’s Investor Network 
on Climate Risk (INCR)

Joined 2016

A network of more than 110 investors and financial institutions that promotes better
understanding of financial risks and investment opportunities posed by climate change.  
 UW attends annual meeting and has monthly conference calls with a proxy voting 

working group.
 Members include Amherst, Brown, Stanford, Swarthmore, University of California, 

and the Washington State Investment Board. 

CDP (formally Carbon 
Disclosure Project) 

Joined 2016

CDP holds the largest collection of self-reported climate change, water and forest risk 
data.   
 UW is a signatory on letters requesting companies to complete surveys on climate 

change, water and deforestation.
 Other signatories include Harvard, Unity College, University of California, and 

University of Massachusetts.
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 No consensus among peers on best management approach to divestment demands

 Approaches taken include:

 Adoption of formal divestment guidelines: 
 Criteria for divestment defined by the Board
 Sample criteria include broad campus consensus; a one sided issue; divestment seen as  

more viable than shareholder engagement; belief that divestment will meaningfully impact 
industry behavior.

 Examples:  Cornell University, University of Pennsylvania, Columbia University (in process)

 Issuance of public statements opposed to fossil fuel divestment:
 Shareholder engagement viewed as a better strategy 
 Focus on Board’s fiduciary responsibility to optimize returns for beneficiaries
 Divestment seen as ineffective in influencing industry behavior and harmful to portfolio 

returns
 Examples:  Amherst, Duke, Harvard, Middlebury, Pomona, Seattle University

 Creation of advisory committees (private universities) to address ethical 
concerns:
 Comprised of faculty, students and staff with recommendations passed onto the Board
 Challenging to attract and retain committee members
 Without formal guidelines, all issues considered
 Access by interest groups limited by frequency of advisory committee meetings
 Examples:  Brown, Columbia, Dartmouth, Princeton, Stanford

WHAT CAN BE LEARNED FROM PEER UNIVERSITIES?
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HISTORY OF SOCIAL INVESTING AT THE UNIVERSITY OF WASHINGTON

1

ISSUE
DATE APPROVED 

BY BOARD OF 
REGENTS

ACTION BY BOARD OF REGENTS IMPLEMENTATION

Thermal
Coal May 2015

Resolution to divest direct thermal coal holdings 
and prohibit future direct investment in thermal 
coal companies. 

UW restriction applies to companies whose principal business is the mining of coal for energy 
generation.  

Climate 
Change November 2013

Investment Policy amended to allow action as 
appropriate in support of shareholder resolutions 
and initiating letters of engagement related to 
climate change. 

With Board Approval for shareholder engagement, the Treasury begins implementation of the Global 
Climate Change Initiatives:
1. Create new research assistant position to focus on alternative energy and “ESG” (environment, social 
and governance) investment opportunities.
2. Increase alternative energy investments by committing up to an additional $25 million.
3. Incorporate ESG factors into the investment analysis and decision making process.
4. Explore opportunities for shareholder advocacy on climate change (e.g. voting shareholder proxies, 
co- sponsoring shareholder resolutions, letter writing and joining national organizations).

Sudan June 2006
Resolution to divest direct holdings in companies 
doing business in Sudan and prohibit future direct 
investment.

UW provides investment managers with quarterly lists of prohibited companies from MSCI’s Sudan 
Targeted List.* The list is targeted on companies whose business activities support the Sudanese 
government in its continuing sponsorship of genocidal actions and human rights violations in Darfur.  

Sudan June 2005

Investment policy amended to allow action as 
appropriate in support of shareholder resolutions 
and initiating letters of engagement related to 
human rights in Sudan. 

UW hires student from campus divestment campaign for assistance with research and letters of 
engagement. 

Tobacco January 2000
Resolution to divest direct tobacco holdings and 
prohibit future direct investments in tobacco 
companies.

UW restriction applies to companies which manufacture consumer tobacco products and/or involved 
in the leaf tobacco industry. Definition and tobacco company research initially provided by the IRRC 
and is today provided by another third party provider, MSCI. Restriction limited to companies whose 
tobacco revenues represent a simple majority of total firm revenues. The University provides 
investment managers with quarterly lists of prohibited tobacco stocks.   

Burma March 1995
Investment policy amended to allow action as 
appropriate in support of shareholder resolutions 
related to human rights in Burma.

UW notifies investment managers to vote proxies in favor of shareholder resolutions supporting attention 
to human rights violations in Burma. The University co-sponsors shareholder resolutions, where 
appropriate related to human rights violations in Burma. No UW activity in this area since the late 1990s.

South 
Africa

Approved 1986, 
Restriction lifted 
October 1993

Resolution to divest and prohibit future 
investment in companies operating in South 
Africa. 

UW provided investment managers with lists of prohibited companies researched by the Investor 
Responsibility Resource Center (IRRC), a third party provider of information on corporate governance 
and social responsibility issues.   
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UNIVERSITY OF WASHINGTON 
 

STATEMENT OF INVESTMENT OBJECTIVES AND POLICY 
FOR THE CONSOLIDATED ENDOWMENT FUND 

 
Approved by Board of Regents April 15, 1988 

 
Amended December 15, 1989; February 16, 1990; September 17, 1993; October 22, 1993; 

September 20, 1996; September 19, 1997; September 18, 1998; November 19, 1999; January 21, 
2000; November 17, 2000; May 18, 2001; June 14, 2002; November 21, 2003; January 16, 2004; 

June 11, 2004; July 16, 2004; May 19, 2005; June 9, 2005; June 8, 2006; May 15, 2008; March 19, 
2009; September 17, 2009; May 13, 2010; October 21, 2010; May 9, 2013; November 14, 2013;  

May 14, 2015; and September 10, 2015; and May 12, 2016 
 

 
INTRODUCTION 

 
The Board of Regents of the University of Washington is vested by statute with responsibility for the 
management of the properties of the University, including the Consolidated Endowment Fund and other 
University funds.  This statement of investment objectives and policies governs the investment 
management of the Consolidated Endowment Fund (CEF).  This statement is effective until modified by 
the Board of Regents.  
 
The Board has delegated to its Finance and Asset Management Committee (FAM) the responsibility for 
overseeing the investment program within the general principles enumerated herein. In 2001, the Board 
approved the establishment of an advisory committee, the University of Washington Investment 
Committee (UWINCO), consisting of both Board of Regents’ members and external investment 
professionals.  In 2004, the Board approved the appointment of the University’s first Chief Investment 
Officer (CIO) to manage the day to day activities of the investment portfolios.  In 2015, the Board of 
Regents approved the establishment of the University of Washington Investment Management Company 
(“UWINCO”), an internal investment management company.  The former investment management 
advisory committee was replaced with an investment management advisory board, known as the 
University of Washington Investment Management Company Board (“UWINCO Board”). 
 

A. FINANCIAL OBJECTIVES 

1. To provide permanent funding for endowed programs.  This objective addresses the need to 
ensure intergenerational equity by providing the same level of program support in the future as it 
provides today.  
 

2. To maintain the purchasing power of the CEF after spending and inflation.  The objective of 
preserving purchasing power emphasizes the need to take a long-term perspective in formulating 
spending and investment policies. 

 
3. To provide a predictable and stable source of income for endowed programs.  This objective is 

achieved through the spending policy. 
 
4. To provide a maximum level of return consistent with prudent risk levels.  This objective assumes 
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the construction of a global, equity-oriented, diversified portfolio coupled with active risk 
management.  

B. SPENDING POLICY 

1. Program Distributions:  Distributions to endowed programs will be 4% of the average market 
value of the CEF for the previous five years.  In this way, the CEF’s distributed income is 
expected to keep up with inflation and its capital value will be preserved over time. 
 

2. Administrative Fee:  Spending includes an additional 1% administrative fee bringing the long 
term spending requirement to 5% per annum.  

C. INVESTMENT OBJECTIVES 

1. Spending Requirement:  Based upon the long-term spending policy, the CEF must attain an 
average annual real total return of 5.0% over the long term.  The 5.0% target provides for a 4.0% 
distribution to endowed programs and a 1.0% administrative fee.  Real total return is adjusted for 
inflation by the Consumer Price Index.  Using the historical average inflation rate of 3.0% implies 
a nominal total return hurdle of 8.0% in order to meet the spending requirement.  
 

2. Policy Benchmark:  The investment performance of the CEF will also be evaluated, on a risk-
adjusted basis, against an investable blend of market indices.  Over the long term the CEF’s 
diversification is expected to generate risk-adjusted returns that meet or exceed those of blended 
market indices.  This comparison is useful in evaluating how successfully the underlying 
strategies have been implemented and the effectiveness of tactical departures from the strategic 
asset allocation. 

 
3. The investment performance of the CEF will also be evaluated against a secondary policy 

benchmark consisting of a 70% equity and 30% bond blend of market indices.  This comparison is 
useful in evaluating the effectiveness of an active management program versus a passive 
management approach. 

 
4. It is recognized that the investment objectives stated above may be difficult to attain over every 

five-year period, but should be attainable over a series of five and ten year periods.   

D. ETHICAL CONSIDERATIONS 

1. While fiscal goals are of central importance, due consideration shall be given to the degree of 
corporate responsibility exercised by the companies in which investments are made. 
 

2. Direct investment in companies doing business in Sudan whose business activities support the 
Sudanese government in its continuing sponsorship of genocidal actions and human rights 
violations in Darfur is prohibited. 

 
3. Direct investment in tobacco companies is prohibited. 

 
4. Direct investment in coal companies whose principal business is the mining of coal for energy is 

prohibited.  
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E. INVESTMENT PHILOSOPHY 

The investment of the CEF is based on a set of beliefs and practices: 

1. Invest for the long term 

a. Preserve capital for use by future generations 

b. Focus on asset allocation as the primary determinant of return  

c. Avoid short-term speculative activity 

d. Accept illiquidity if justified by higher alpha  

 
2. Build a well-diversified portfolio 

a. Limit risk by combining uncorrelated strategies 

b. Maintain meaningful exposure to major capital markets 

c. Build concentrated positions where conviction is high 

d. Tilt towards value strategies 

e. Employ fundamental research-driven and bottom-up strategies 

 
3. Take advantage of global market inefficiencies 

a. Invest primarily with active managers  

b. Use indexed and enhanced indexed strategies where appropriate 

c. Incorporate investment ideas sourced through internal proprietary research 

d. Focus resources on inefficient markets (e.g., venture capital, hedge funds, emerging markets) 

e. Manage portfolio exposures actively in response to changing market conditions 

 

F. INVESTMENT MANAGEMENT STRUCTURE 

1. The CEF is invested primarily by external investment managers.  External investment 
management firms are selected on the basis of factors including, but not limited to the following: 

a. Experience of key personnel and succession plan where appropriate 

b. Consistency in investment approach 

c. Effectiveness of decision making process 

d. Assets under management and plans for managing future capacity  

e. Organizational structure including administration, back office support, risk management and 
reporting 

f. Performance record 

g. Fees 
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h. Firm’s ethical and financial viability 

i. Structural fit within the CEF 

 

2. The CEF may also be invested internally in public equities and bonds through cash market 
securities or derivative instruments. 
 

3. Equities, (including public and private global equity) real assets, absolute return and bonds will 
primarily be managed separately.  In the interest of diversification, the equity portion of the 
portfolio will be placed with managers who have distinct and different investment philosophies. 
The investment managers have the discretion to manage the assets in their individual portfolios to 
best achieve the investment objectives and requirements set forth in this policy statement and in 
their individual investment guidelines. 

G. PORTFOLIO COMPOSITION AND ASSET ALLOCATION 

1. To achieve its investment objective, the CEF will be divided into two distinct Funds:  a “Capital 
Appreciation Fund” and a “Capital Preservation Fund.”  Sub-categories of these Funds each with 
its own target are also specified.  The purpose of dividing the Portfolio in this manner is to ensure 
that the overall asset allocation among and within the two Funds remains under the regular 
scrutiny of the Finance and Asset Management Committee and the UWINCO Board.  Over the 
long run, the allocation between and within the Funds may be the single most important 
determinant of the CEF’s investment performance. 
 

2. Role - Capital Appreciation Fund:  The purpose of the Capital Appreciation Fund is to provide 
the capital growth that will enable the CEF to meet its spending requirements, while at the same 
time preserving the purchasing power of the CEF for future generations.  The Fund itself is an 
integrated blend of global developed and emerging markets equity, real assets and opportunistic 
investments such as credit.  It is recognized that the Capital Appreciation Fund entails the 
assumption of greater market variability and risk. 

 
3. Role - Capital Preservation Fund:  The purpose of the Capital Preservation Fund is to provide 

liquidity in support of spending and capital commitments; a deflation hedge; and to reduce the 
overall volatility of the CEF.  Two broad strategies are employed in the Capital Preservation Fund 
– absolute return and fixed income investments. 

 
4. The policy portfolio is structured using long-term targets and ranges.  The target asset allocation 

reflects the long-term risk and return objective of the CEF and establishes a normative allocation 
against which shorter-term asset allocation decisions can be gauged.  Ranges allow for tactical 
shifts among asset classes in response to the changing dynamics in capital markets.  Wider ranges 
facilitate rebalancing and the active management of risk at the total portfolio level. 

 
 
 
 

STRATEGIC ASSET ALLOCATION 
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Investment Strategy 

Public and Private 
 

 
Long-term 

Target 
 

 
Policy Range 

 

Emerging Markets Equity 17% 

 
 
 
 
 
 
 

Developed Markets Equity 30% 

Private Equity 15% 

Real Assets 5% 

Opportunistic 3% 

 
CAPITAL APPRECIATION FUND 

 

 
70% 

 

 
55% - 85% 

 

Absolute Return 19% 

 
Fixed Income 11% 

CAPITAL PRESERVATION FUND 30% 15% - 45% 
 

H. RISK MANAGEMENT 

1. Risk is managed primarily through diversification.  The CEF will be diversified both by asset 
class (e.g., developed and emerging markets equities, real assets, opportunistic investments, 
absolute return, bonds and cash equivalents) and within asset classes (e.g., within equities by 
country, economic sector, industry, quality, and size).  The purpose of diversification is to provide 
reasonable assurance that no single security or class of securities will have a disproportionate 
impact on the CEF.   
 

2. Derivatives may be used to adjust exposures within or across the portfolio in order to improve the 
risk / return profile of the CEF.   

 
3. Aggregate portfolio risk is managed to minimize uncompensated, unanticipated and inappropriate 

risks.  Both quantitative measures and qualitative judgment will be used in assessing and 
managing risk. 

I. RISK GUIDELINES 
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1. The CEF will be monitored quarterly for adherence to the following risk guidelines.  A breach in a 
guideline triggers a written notification from the Chief Investment Officer to the Chair of the 
UWINCO Board.  It is recognized that market conditions and / or illiquidity of the underlying 
securities may preclude an immediate rebalancing of the portfolio.  Risk control exception 
reporting will be provided to the Board of Regents as part of its quarterly investment performance 
report which specifies the actions, if any, needed to bring the CEF into compliance. 
 

2. Concentration:  Maximum portfolio weights: 

a. 15% in single manager (excluding fixed income) 

b. 25% in individual countries outside the U.S. 

c. 30% in one market sector 

 
3. Liquidity: 

a. One quarter (25%) of the CEF convertible to cash in one month or less 

b. Unfunded capital commitments plus current exposure to private investments limited to one 
half (50%) of the CEF 

J. GUIDELINES FOR THE CAPITAL APPRECIATION FUND 

1. The Capital Appreciation Fund includes the growth-oriented strategies within the portfolio which 
are managed in an integrated manner in order to meet the long-term spending objectives of the 
CEF and sustain the portfolio in perpetuity. 
 

2. The objective for the Capital Appreciation Fund is to outperform, net of commissions and fees, a 
representative risk-adjusted blend of market indices which reflect the strategic asset allocation of 
the Capital Appreciation Fund.  In addition, performance on each sub-category of the Capital 
Appreciation Fund will be monitored against the average return of a universe of active managers 
and/or fund of funds. Performance will be monitored on a regular basis and evaluated over 
running five and ten year periods. 

 
3. In recognition of the increasing correlation among asset classes, the Capital Appreciation Fund 

represents a market oriented mix of global developed and emerging markets equity, real estate, 
commodities, venture capital, private equity and opportunistic investments such as credit 
securities. 

   
4. The Capital Appreciation Fund will be broadly diversified by country, economic sector, industry, 

number of holdings, number of managers, and other investment characteristics. To achieve its 
investment objective, the Capital Appreciation Fund may contain a mix of actively and passively 
managed strategies.  Direct and derivative investments, commingled funds, private limited 
partnerships and fund of funds may be used. 

 
5. The real estate portion of the Capital Appreciation Fund will be diversified by property type and 

geography.  The University will invest in public and private real estate vehicles both domestically 
and internationally.   Emphasis will be placed on investments in private real estate partnerships 
employing value-added and opportunistic strategies.  Implementation may also include direct 
investment in real estate.    Investments in publicly traded Real Estate Investment Trusts (REITS) 
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will be made primarily to achieve exposure to core real estate. 
 

6. Decisions as to individual country and security selection, security size and quality, number of 
industries and holdings, current income levels, turnover and the other tools employed by active 
managers are left to broad manager discretion.  The usual standards of fiduciary prudence set forth 
in this policy statement and in individual investment management agreements and guidelines 
apply. 

 
7. If allowed under their individual investment guidelines, managers may at their discretion hold 

investment reserves of either cash equivalents or bonds.  Derivatives may be used to manage 
certain exposures such as currency or market risk if so specified under individual investment 
manager guidelines. 

K. GUIDELINES FOR THE CAPITAL PRESERVATION FUND 

1. The Capital Preservation Fund includes portfolio strategies which provide liquidity to meet 
current spending needs and stability to protect capital in down markets. 
 

2. The objective for the Capital Preservation Fund is to outperform, net of commissions and fees, a 
blend of market indices which reflect the strategic asset allocation of the Fund. Performance will 
be monitored on a regular basis and evaluated over running five and ten-year periods. 

 
3. The absolute return strategy will favor investments with a low correlation to broad equity markets.  

Implementation will be made through direct investments, limited partnerships, or fund-of-funds. 
     
4. The fixed income strategy may contain money market instruments, domestic and foreign 

government bonds and other high quality investment vehicles with risk / return characteristics 
consistent with the investment objectives of the Capital Preservation Fund.  Derivatives may be 
used to manage certain exposures if so specified under individual investment manager guidelines. 

 
5. Fixed income managers are expected to employ active management techniques, including 

maturity, sector and quality considerations.  Implementation may also be achieved through passive 
indices, commingled funds, limited partnerships and fund-of-funds. 

L. GUIDELINES FOR TRANSACTIONS 

As a general guideline that should apply to all assets managed, transactions should be entered into on 
the basis of best execution, which is interpreted normally to mean best realized price.  Commissions 
may be designated for payment of services rendered to the University in connection with investment 
management. 
 

M. MONITORING OF OBJECTIVES AND RESULTS 

1. All objectives and policies are in effect until modified.  The Finance and Asset Management 
Committee with advice from the Treasurer of the Board of Regents, Chief Investment Officer and 
the UWINCO Board will review these periodically for their continued appropriateness.  It is 
anticipated that changes to the asset allocation targets and ranges will be made infrequently. 
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2. The CEF portfolios will be monitored on a continual basis for consistency in investment 

philosophy; return relative to objectives; and investment risk as measured by asset concentrations; 
exposure to extreme economic conditions; and market volatility.  Performance will be reviewed at 
least annually by the Finance and Asset Management Committee and with the UWINCO Board on 
a quarterly basis.  Results will be evaluated over longer time frames including the inception 
period, running five- and ten-year periods, and complete market cycles. 

 
3. The Chief Investment Officer will review individual managers as needed in order to confirm that 

performance expectations remain in place. In addition, portfolio activity will be reported on a 
regular basis to the UWINCO Board and the Chair of the Finance and Asset Management 
Committee. 

 
4. A statement of investment objectives and guidelines will be maintained for each public investment 

manager where the University’s assets are managed in a separate account. 

N. DELEGATIONS 

Delegations related to the management of the University’s investment portfolios are as follows: 
 
1. Board of Regents: 
 

a. Approve investment policies which guide the management of the University’s investment 
portfolios.  This includes but is not limited to the strategic asset allocation, performance 
goals, spending and delegations. 

 
b. Approve appointment and reappointment of Regent and non-Regent UWINCO board 

members. 
 
c. Approve the Board of Regents Governance, Standing Orders, Chapter 10 which addresses 

the advisory and administrative functioning of the UWINCO Board. 
 
d. Approve appointment of the Chief Investment Officer. 
 
e. Approve appointment of the Treasurer of the Board of Regents. 
 
f. Liquidate quasi-endowments.  These funds represent assets donated to the University which 

have been accepted by the Board of Regents or its administrative designee as “quasi-
endowments.”  The decision to place the assets in a quasi-endowment is based on 
administrative recommendation and can therefore be reversed.  Full or partial liquidation of 
quasi-endowments valued at $1 million or higher requires action by the full Board of 
Regents.  Full or partial liquidation of quasi-endowments valued at less than $1 million is 
delegated to the Finance and Asset Management Committee of the Board of Regents.  
Endowments governed by an agreement that allows withdrawals under specific terms and 
conditions are exempt from this requirement. 

 
 
2. Chair of the Board of Regents: 
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a. Recommend members of the UWINCO Board for formal approval by the Board of Regents.  
Recommendations will be made in consultation with the Chair of the UWINCO Board and 
the President of the University (and/or his designee). 

 
b. Designate the Chair of the UWINCO Board. 
 
c. Approve investment manager appointments and direct investments in situations when the 

Chief Investment Officer is unavailable or unable to do so. 
 

 
3. Finance and Asset Management Committee of the Board of Regents: 
 

a. Oversee the University’s investment programs within the broad guidelines established by the 
investment policies. 

 
b. Appoint the University’s investment consultant(s). 

 
c. Recommend endowment spending policy changes to the Board of Regents for approval.  It 

is anticipated that such changes will be infrequent. 
 

d. Review the asset allocation and strategy recommendations of the Chief Investment Officer 
and the UWINCO Board.  Recommend policy changes as appropriate to the Board of 
Regents. 

 
 
4. University of Washington Investment Management Company (UWINCO) Board, an internal 

advisory board: 
 

a. Advise the Finance and Asset Management Committee and the Chief Investment Officer on 
matters relating to the management of the University’s investment portfolios.  This includes, 
but is not limited to, advice on overall asset allocation, performance goals, portfolio risk, 
new investment strategies, strategy implementation, manager identification, due diligence. 

 
b. Advise the President of the University on the compensation of senior professional 

investment staff and other administrative matters. 
 

c. Adhere to the Board of Regents Governance, Standing Orders, Chapter 10 pertaining to the 
UWINCO Board. 

 
 
 
 
 
 
5. President of the University: 
 

a. Provide broad administrative oversight of the investment program with advice provided by 
the UWINCO Board and the University’s investment consultant.  This includes but is not 
limited to the following: 
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i. Approve the compensation of senior professional investment staff. 
 

ii. Administer internal fees for management and administrative activities related to the 
endowment. 

 
iii. Approve use of professional staff bonus pool. 

 
b. Assume supervisory responsibility for the Chief Investment Officer position.  Appoint 

interim Chief Investment Officer when the position is vacant. 
 
 
6. Treasurer of the Board of Regents: 
 

a. Approve investment custodian appointment (s). 
 

b. Execute securities transactions in conjunction with the day-to-day management of the 
investment program. 
 

c. Execute investment management agreements, limited partnership agreements, custody 
agreements and other investment related documents upon satisfactory completion of reviews 
as appropriate by the state Attorney General, outside legal counsel and the University’s 
investment consultant. 

 
 
7. Chief Investment Officer: 
 

a. Manage the day-to-day activities of the University’s investment portfolios within the broad 
guidelines established by the investment policies. 

 
b. Approve tactical moves relative to long-term policy targets when warranted by market 

conditions or risk considerations.  The deliberate decision to overweight or underweight a 
strategy relative to its policy target is made in consultation with the UWINCO Board and the 
University’s investment consultant(s).  
 

c. Seek the advice of the University’s investment consultant(s) and members of the UWINCO 
Board on issues related to the management of the investment portfolios.  Incorporate such 
advice in the implementation of the investment program. 
 

d. Appoint new investment managers, follow-on investments with existing managers and 
approve direct investments.  Approved investments shall fall within the policy guidelines 
adopted by the Board of Regents. 
 

e. Approve the dollar value of assets allocated to new and existing investment managers and 
reallocate assets among managers in accordance with long-term strategic targets. 
 

f. Approve individual investment manager guidelines. 
 

g. Monitor individual investment managers on a regular basis to ensure that performance and 
compliance expectation are met. 
 

B–4.3/206-16 
6/9/16



Statement of Investment Objectives and Policy for the Consolidated Endowment Fund 
Page 11 of 11 

 

h. Monitor aggregate portfolio risk regularly to insure that the long-term purchasing power of 
the CEF is preserved. 
 

i. Approve use of derivatives to manage the aggregate portfolio risk/return profile.  This 
includes the use of swaps, options, futures and other derivative products to adjust exposures, 
to equitize cash, or to rebalance across asset classes. 
 

j. Approve appropriate usage and timing of leveraged strategies within the CEF. 
 

k. Terminate investment managers, including the authority to liquidate limited partnership 
interests or to reduce strategy exposures through other means.  This authority is typically 
exercised due to performance concerns, organizational changes, or structural considerations 
within the UW investment portfolio. 
 

l. Take action as appropriate in support of shareholder resolutions related to human rights 
violations in Burma. 
 

m. Engage in shareholder activism as appropriate on issues related to global climate change. 
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D R A F T  PERMANENT MINUTES 

M I N U T E S 
 

EXCERPT 
 

BOARD OF REGENTS 
University of Washington 

 
January 21, 2000 

 
The Board of Regents held its regular meeting on Friday, January 21, 2000, 
beginning at 10:00 a.m. in the Walker-Ames Room, Kane Hall.  The notice of the 
January 21 meeting had been given to the press, television, and public as appears 
in the affidavit in the files of the Secretary. 

 
CALL TO ORDER 
 
ROLL CALL 
 

The Assistant Secretary called the roll:  Present were Regents Gates (presiding), 
Brotman, Clack, Evans, Grinstein, Knaus, Proctor, Yapp; Dr. McCormick, Dr. Huntsman, 
Mr. Ihrig, Dr. Ramsey, Dr. Thorud, Mr. Johnson, Ms. Hogan, Ms. Hughes, Mr. Baker, 
Dr. Morris, Ms. Smith, Ms. Penfold;  ex officio representatives:   Mr. Biava, Mr. 
Heyman, Prof. Philipsen, Mr. Vernon. 
 
Absent: Regents Chin, Zehnder; Treasurer Ms. Warren 

 
 FINANCE AND AUDIT COMMITTEE:  Regent Yapp, Chairman 
 

Amendment to Investment Policies  (Agenda no. F-3)   
 

Regent Yapp reviewed the background of this item, noting that staff and investment 
advisors have followed tobacco investments for several years.  The Regents have 
struggled with the issue of at what point public policy comes to play a different balance, 
but the Board's responsibility is fiduciary, to maximize gifts and returns for the purpose 
of supporting education.  Regent Knaus said he believed the University should be at the 
forefront of social issues globally, before they hit the pocketbook, and the GPSS and 
ASUW presidents concurred.  Regent Evans stated that we should hold out for issues of 
global importance.  Regent Yapp concluded that there are many ways to express views on 
social issues, but she feels very strongly that the Board should be conservative on this 
and should follow public policy.   
 
Regent Proctor suggested that the last line of the first paragraph of the recommended 
action, which stated “the recommendation is based upon the continuing financial risks 
involved in tobacco investments,” be removed, and Regent Yapp agreed.   

 
MOTION: Upon the recommendation of the Finance and Audit Committee and the 

motion made by Regent Yapp, seconded by Regent Proctor, the Board by 
unanimous vote approved the orderly elimination of direct tobacco 
holdings and prohibited future direct investments in tobacco companies.  
This approval will result in the amendment of the investment policies and 
objectives of the Consolidated Endowment Fund, the Invested Funds and 
the Self-Insurance Revolving Fund. 

 
ADJOURNMENT 
 

The regular meeting reconvened and was adjourned at 3:15 p.m. 
 
 
 
 ___________________________________ 
 Jennefer Penfold 
 Secretary of the Board of Regents 
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VII. STANDING COMMITTEES 

 
 
B. Finance, Audit and Facilities Committee 
 
 
Amendment to Investment Policy: Human Rights in Sudan 
 
RECOMMENDED ACTION: 
 
It is the recommendation of the Finance, Audit and Facilities Committee (FAF) 
that the Board of Regents amend the “Statement of Objectives and Policy for the 
Consolidated Endowment Fund” to enable the Chief Investment Officer to act on 
behalf of the Board concerning human rights violations in the Sudan, including 
initiation of letters of engagement and shareholder resolutions. 
 
BACKGROUND: 
 
Sudan is emerging as an investment issue, both nationally and locally.  Several 
groups approached the University in the last two months requesting information 
on the Consolidated Endowment Fund, specifically whether certain companies 
providing economic support to the current Sudanese regime were held by the UW.  
The Treasury Office staff has been working with several UW student activists, 
knowledgeable of the situation in the Sudan, to identify ways in which the 
University could publicly voice its concern. 
 
Shareholder Activism: 
Shareholder activism typically involves one or more of the following:  (1) voting 
on shareholder resolutions (2) engaging the company in a dialogue on its 
corporate practices (3) sponsoring or co-sponsoring issue-specific shareholder 
resolutions (4) divestment.  The recommended action enables a continuing 
dialogue with targeted companies.  Given its potential to negatively impact 
portfolio performance, divestment is not recommended at this time.  The 
effectiveness of this policy amendment will be reviewed by the FAF over the 
upcoming fiscal year. 
 
Research: 
To better define the list of companies with direct equity ties to the Sudan, the 
University turned to an external research provider, Conflict Securities Advisory 
Group (CSAG).  CSAG is an independent, nonprofit corporation located in 
Washington D. C. which provides a variety of tracking and monitoring services 
around issues of social policy.  Based upon CSAG’s research, there are 44 
companies worldwide with direct equity ties to Sudan but the situation is fluid and 
subject to change.  The University currently holds 5 companies from the list in its 
endowment. 
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VII. STANDING COMMITTEES 
 
 
B. Finance, Audit and Facilities Committee 
 
 
Amendment to Investment Policy: Human Rights in Sudan (continued p. 2) 
 
 
Institutional Investor Response: 
In response to public pressure, Harvard recently divested its holdings in 
PetroChina.  Stanford University will propose divestment from four foreign oil 
companies with Sudan ties at its June Board of Trustee meeting.  The issue has 
been raised on other campuses around the country including Brown, Dartmouth, 
Tufts and Michigan State University.  State pension plans have also been affected 
with actions ranging from sponsorship of shareholder resolution (New York City 
Employee Pension Fund) to divestment (State of Illinois). 
 
UW Historical Response to Ethical Concerns: 
With the exception of South Africa in the late 1980’s, ethical concerns have not 
led to divestment.  Economic rationale drove the decision to divest the UW’s 
investment portfolios of tobacco stocks in January 2000.  Over the years, the UW 
pursued varying degrees of shareholder activism around human rights violations 
in Burma and global warning.  In these cases there was strong involvement from 
multiple constituencies including the Board of Regents, faculty, students and staff. 
 
Impact: 
The recommended action, if approved, will effectively expand the authority of the 
Chief Investment Officer under Section K9 “Delegations” of the Statement of 
Investment Policy and Objectives of the Consolidated Endowment Fund to 
include the following: 
 
“Take action as appropriate in support of letters of engagement and shareholder 
resolutions related to human rights violations in the Sudan.  This delegation will 
remain in effect until December 31, 2007.” 
 
 
 
ENCLOSURES: 
Appendix A:  UW Student and Faculty Support for Divest Sudan 
Appendix B:  Sudan Activity by Other Institutions 
Appendix C:  SAMPLE – UW Sponsorship of Shareholder Resolution: Burma 
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APPENDIX A 
 

UW STUDENT AND FACULTY SUPPORT – DIVEST SUDAN 
 
Registered Student Organizations Supporting Divestment Campaign 
ASUW 
Center for Human Rights and Justice  
College Republicans 
Earth Club at UW 
Episcopal Campus Ministry 
French Fry Fuel Fools 
Fun Guy Drum Club 
International Friends 
Inter-Varsity Christian Fellowship 
Newman Center 
Rally for Change 
SEED (Students Expressing Environmental Dedication) 
Students for Fair Trade 
Sustainable UW Alliance 
UW Burma Action 
WashPIRG 
Young Democrats 
 
Faculty Support 
Mary Callahan; Associate Professor and Director, International Studies Program,      

International Studies 
James Felak; Professor, History Department 
Sharon B. Garrett; Research Associate, Alcohol and Drug Abuse Institute 
Angelina Snodgrass Godoy; Assistant Professor, Jackson School of International 

Studies; Law, Society and Justice 
Nancy Harsock; Professor, Political Science 
Ruth L. Honour; HRERN Program Coordinator, Interdisciplinary Arts & Sciences 
Linda L. Iltis; Academic Counselor, International Studies; Lecturer, Comparative Religion 

and South Asian Studies 
Lucy Jarosz; Associate Professor, Geography 
Bryan D. Jones; Professor, Political Science 
Kelly A. Kajumulo; Research Coordinator, Psychology 
Elizabeth Kier; Associate Professor, Political Science 
Margaret Levi; Professor, Political Science 
Karen T. Litfin; Assistant Professor, Political Science 
Jamie Mayerfeld; Associate Professor, Political Science; Seattle Campus Advisor, 

Human Rights Minor 
Jonathan L. Mercer; Associative Professor, Political Science 
M. Jan Meyerding; Program Coordinator, International Studies Center, International 

Studies 
Naomi D. Murakawa; Assistant Professor, Political Science 
Mark Smith; Associate Professor, Political Science 
Summer E Starr; Program Assistant, UW MBA Career Services 
Theron Paul Stevenson; International Program Coordinator, Comparative History of Ideas 
Susan A. Stoner; Research Associate, Psychology; Research Associate, Alcohol and 

Drug Abuse Institute 
Carol Strong; Research Coordinator, Psychology 
Dr. Jennifer Taggart; Lecturer, Math Department 
Lynn M. Thomas; Associate Professor, African History; Chair, African Studies 
Bob Weinstein; Fiscal Specialist Supervisor, Business and Finance (Computing and 

Communication) 
Peter Weiss; Lecturer, Biology 
Beverly L. Winner-Coates; Secretary Senior, Henry M. Jackson School of International 

Studies 
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APPENDIX B 
 

SUDAN 
ACTIVITY BY OTHER INSTITUTIONS 

 
 
COLLEGE AND UNIVERSITIES 
 

 Harvard University Divested from PetroChina on April 4, 
2005  

 
 Stanford University – Proposal going to the June 

meeting of the Board of Trustees to divest from 4 foreign 
oil companies – ABB Ltd., PetroChina, Sinopec and Tatneft 

 
 Brown University – Working with student groups to 

define the issue 
 

 Dartmouth University - Working with student groups to 
define the issue.  “Town Hall” scheduled in May to discuss 
the issue.  

 
 Swathmore College – Working with student groups-

Student proposal for divestment did not proceed. 
Swathmore’s policy does not allow divestment 

 
 Tufts University – Questions being raised on campus 

 
 Michigan State University– Student group active on 

campus. 
 
 
 
STATE AND CITY ACTIVITY 

 State of Illinois - Bills passed in Illinois 59-0 to bar their 
five pension funds investing in companies with Sudan links  
 

 State of New Jersey and State of California have 
similar bills going through legislation 

 
 New York City Employee Pension Fund – sponsoring 

shareholder resolutions to pressure companies not to do 
business in Sudan 
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APPENDIX C 
 

SAMPLE – UW SPONSORSHHIP OF SHAREHOLDER RESOLUTION:  
BURMA 

 
 

December 5, 1997 
 
 
Brigitte M. Dewez, Corporate Secretary 
UNOCAL 
2141 Rosecrans Avenue, Suite 4000 
El Sequndo, CA 90245 
 
Dear Ms. Dewez: 
 
In 1995, the Board of Regents of the University of Washington voted to exercise its shareholder 
rights in publicly voicing its concerns over human rights violations in Burma.  To that end, the 
University of Washington is adding its name as co-filer on the enclosed shareholder resolution 
requesting Unocal to appoint a committee of outside directors to issue a report on the actual and 
potential economic and public relations cost to Unocal of opposition to its business in Burma.  The 
report, omitting confidential information and prepared at reasonable cost, should include the actual 
and potential benefits of continuing to do business in Burma as well as the costs to Unocal of: 

1. the growing boycott of Unocal products by consumers, including cities and states 
2. the increasing lobbying by Unocal of federal and local legislatures and governments 
3. litigation filed against Unocal 

 
We are therefore submitting the enclosed shareholder resolution for inclusion in Unocal’s proxy 
statement in accordance with Rule 14-A-8 of the general rules and regulations of the Securities 
and Exchange Act of 1934.   We trust that it will be considered for action by the shareholders at 
Unocal’s next annual meeting. 
 
The University of Washington is one of the nation’s premier public research universities. The 
University’s $1.4 billion investment portfolio is managed by outside investment management 
firms, two of which are current holders of Unocal stock.  Confirmation from our investment 
custodian, The Northern Trust, that the University of Washington is the beneficial owner of its 
shares in Unocal is attached. 
 
For your reference, we have also attached a copy of the “delegation of authority - shareholder 
resolutions”  which certifies that the Treasurer of the Board of Regents has the authority to act on 
behalf of the Board in this area.  In addition, it provides background on the human rights 
movement on the University of Washington campus. 
 
Sincerely, 
 
V’Ella Warren 
Treasurer of the Board of Regents 
 
cc: Roger C. Beach, Unocal Chairman & Chief Executive Officer 
 Arthur Levitt, Securities and Exchange Commission 
 Reverend Joseph La Mar, Maryknoll Fathers & Brothers 

David Shilling, Interfaith Center on Corporate Responsibility 
 Meg Voorhes, Investors Responsibility Research Center 
 Simon Billenness, Franklin Research & Development Corporation 
 Steve Berger, Cambridge Associates 
 Suzanne Herbst, The Northern Trust 
 Finance and Audit Committee of the Board of Regents 
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APPENDIX C (continued) 
 

SAMPLE – UW SPONSORSHHIP OF SHAREHOLDER RESOLUTION:  
BURMA 

 
SHAREHOLDER RESOLUTION 
REPORT ON FULL COSTS OF DOING BUSINESS IN BURMA: UNOCAL 
 
WHEREAS: Nobel Peace Prize Laureate and Burmese democracy movement 
leader Aung San Suu Kyi has called for economic sanctions of Burma, stating that 
corporations that do business in Burma, “ do create jobs for some people but what 
they’re mainly going to do is make an already wealthy elite wealthier, and 
increase its greed and strong desire to hang on to power… these companies harm 
the democratic process a great deal.” 
 
Because of the Burmese military junta’s large- scale repression of the democracy 
movement, on May 20, 1997, President Clinton signed an executive order banning 
new US investment in Burma; 
 
Several cities, including New York and San Francisco, and the Commonwealth of 
Massachusetts have enacted laws that effectively prohibit contracts with 
companies that do business in Burma; 
 
The Oil, Chemical and Atomic Workers Union (OCAW) and the AFL- CIO 
support economic sanctions on Burma; 
 
Media such as Businessweek, CNN, Economist, Los Angeles Times, New York 
Times and Washington Post have published articles about the growing pressure on 
companies that do business in Burma; 
 
Unocal, in partnership with Total of France, the Petroleum Authority of Thailand 
and the Burmese state-owned oil company, has an equity stake in the largest 
investment project in Burma: the building of a pipeline from the offshore Yadana 
gas- field to Thailand; 
 
Human rights organizations based on the Thai/Burmese border have documented 
not only numerous human rights abuses committed by Burmese troops deployed 
to secure the pipeline area but also the use of forced labor by the Burmese 
military on infrastructure related to the pipeline project; 
 
Unocal has allowed no independent human rights investigation of the numerous 
documented allegations of abuse of human rights in the pipeline area; 
 
On September 3, 1996, the democratically elected government- in - exile of 
Burma filed a lawsuit in US federal court seeking a court order halting Unocal’s 
role in the Yadana pipeline and seeking compensatory and punitive damages. On 
October 3, 1996, a similar additional lawsuit was filed on behalf of victims of 
human rights abuses in Burma; 
 

B–4.7/206-16 
6/9/16

Page 6 of 7



 
 
BE IT RESOLVED: The shareholders request that the Board of Directors 
appoint a committee of outside directors to issue a report by October 1998 on the 
actual and potential economic and public relations cost to Unocal of opposition to 
its business in Burma. The report, omitting confidential information and prepared 
at reasonable cost, should include the actual and potential benefits of continuing 
to do business in Burma as well as the costs of Unocal of: 
 
1. the growing boycott of Unocal products by consumers, including cities and 

states 
2. the increasing lobbying by Unocal of federal and local legislatures and 

governments 
3. litigation filed against Unocal 
 
SUPPORTING STATEMENT 
 
We are concerned by the growing damage to Unocal’s sales and image of its 
business in Burma. We are also concerned about the mounting cost of lobbying 
against federal sanctions and local selective purchasing legislation. We wish to 
learn whether these additional economic and public relations costs outweigh the 
revenues and benefits that Unocal derives from its business in Burma.  
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F–5 
VII. STANDING COMMITTEES 
 
 

B. Finance, Audit and Facilities Committee 
 
 
Amendment to Investment Policy:  Consolidated Endowment Fund 
 
RECOMMENDED ACTION: 
 
It is the recommendation of the Finance, Audit and Facilities Committee (FAF) that 
the Board of Regents prohibit direct investment in companies doing business in 
Sudan.  The prohibition is directed towards companies whose business activities 
support the Sudanese government in its continuing sponsorship of genocidal actions 
and human rights violations in Darfur.   
 
Approval of the recommended action will result in the amendment of the “Statement 
of Objectives and Policy for the Consolidated Endowment Fund”.  Implementation 
will involve divestment of direct company holdings and ongoing portfolio monitoring 
to prevent future investment. 
 
BACKGROUND: 
 
A year ago, a group of student leaders and faculty approached the University 
administration to express their concern over the continuing genocide in the Darfur 
region of Sudan.  From those discussions, a recommendation was made to the Board 
of Regents in June 2005 to use shareholder activism as a way in which the University 
could publicly voice its concern.  In response, the Board amended its investment 
policies to enable targeted letter-writing campaigns, proxy voting and sponsorship of 
shareholder resolutions with companies doing business in Sudan. 
 
This decision resulted in a number of activities over the past year: 
 

1. The University’s investment portfolios were screened monthly for companies 
doing business in Sudan.  Typically two to four companies were identified – 
some were long term positions, others gone before the next screening.  As of 
the last screening at the end of March 2006, the University held direct 
positions in two companies with ties to Sudan. 

 
2. Letters of engagement (See Appendix E), signed by the FAF Chair, were sent 

to seven companies.  Responses were received from five of the seven.  One 
company reported that its Sudanese operation was sold in 2003.  Two 
companies provided infrastructure support (healthcare and banking services) 
to the people of Sudan and further dialogue was not pursued by the University.  
One company dropped out of our portfolio.  And one company received a 
second letter from the University (see Appendix F) to continue the dialogue 
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VII. STANDING COMMITTEES 
 
B. Finance, Audit and Facilities Committee 
 
Amendment to Investment Policy:  Consolidated Endowment Fund (continued p. 2) 
 
 

 

on its Sudanese activities.  Of the two companies that did not respond, one 
dropped out of our portfolio and the last company is a recent addition to the 
portfolio and still within the deadline period for a response. 

 
3. To facilitate communication between the administration and the campus 

community, a student intern was hired by the Treasury Office whose 
responsibilities include updates on the situation in Sudan, research on specific 
companies and dialogue with students at other colleges and universities on 
their Sudan-related activities.  Periodic meetings between student activists and 
Treasury Office staff further facilitate an ongoing dialogue. 

 
4. A new third-party research provider on Sudan emerged over the past year – 

Institutional Shareholder Services (ISS).  While a long-time provider of 
corporate governance-related fiduciary services to institutional investors, the 
Sudan research product was new.  The University was instrumental in 
encouraging the development of a more robust, dynamic research platform. 

 
5. The University’s continuing involvement in the Consortium on Social 

Responsibility, a group of twenty public and private universities, proved 
helpful this past year as more institutional investors took formal action to 
address the situation in Sudan. 

 
Shareholder Activism: 
Shareholder activism typically involves one or more of the following:  (1) voting on 
shareholder resolutions (2) engaging the company in a dialogue on its corporate 
practices (3) sponsoring or co-sponsoring issue-specific shareholder resolutions (4) 
divestment.  Due to its potential to negatively impact portfolio performance, 
divestment is viewed as a course of last resort.   In addition, the loss of shareholder 
status effectively ends the dialogue with banned corporations.  With divestment, the 
emphasis shifts from an effort to change corporate behavior through shareholder 
activism to a focus on changing the behavior of the Sudanese government itself. 
 
Sudan Divestment: 
There has been a marked increase in Sudan divestment initiatives among institutional 
investors over the past year with universities and their constituents at the forefront of 
the Sudan Divestment movement.  (See Appendix C)  Ten colleges and universities 
including Harvard, Stanford, Amherst, Yale, Brown, Columbia and the University of 
California have selectively divested their Sudan holdings.  Divestment legislation has 
likewise been passed in a number of states.  
 
Research and Screening:  Due to the lack of a common standard for screening 
companies in Sudan, institutional investors have pursued a wide variety of approaches 
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VII. STANDING COMMITTEES 
 
B. Finance, Audit and Facilities Committee 
 
Amendment to Investment Policy:  Consolidated Endowment Fund (continued p. 3) 
 
 

 

in their implementation of a divestment policy.  These have ranged from the 
identification of a handful of names, chiefly those involved in the Sudanese oil 
industry, to broad mandates which ban investment in any company conducting 
business in Sudan. 
 
The University of Washington, along with other institutional investors, has worked 
closely over the past year with Institutional Shareholder Services (ISS) on its 
emerging Sudan research product.  The University’s goal was to find a third-party 
research provider focused on companies which financially benefit the government of 
Sudan versus companies which supply infrastructure support to the citizens of Sudan.  
(See Appendix D) 
 
ISS released its new Sudan product in May 2006 which currently lists 32 companies.  
The majority of these are involved in oil related business activities.  Company lists 
for portfolio screening are updated monthly and include research and analysis to 
support informed decision-making.   
 
 UW Historical Response to Ethical Concerns:   With the exception of South Africa in 
the late 1980’s, ethical concerns have not led to divestment.  Economic rationale 
drove the decision to divest the UW’s investment portfolios of tobacco stocks in 
January 2000.  Over the years, the UW pursued varying degrees of shareholder 
activism around human rights violations in Burma and global warning.  In all cases 
there was strong involvement from multiple constituencies including the Board of 
Regents, faculty, students and staff. 
 
Impact:  The recommended action, if approved, will add a new paragraph to Section 
B “Ethical Considerations” in the Statement of Investment Objectives and Policy for 
the Consolidated Endowment Fund: 
 
“Direct investment in companies doing business in Sudan whose business activities 
support the Sudanese government in its continuing sponsorship of genocidal actions 
and human rights violations in Darfur is prohibited.”   
 
Attachments: 
APPENDIX A:  Sudan Status and Timeline – UW Shareholder Activism over the 
Past 12 Months 
APPENDIX B:  Support for Sudan Divestment 
APPENDIX C:  College and University List – Sudan Divestment 
APPENDIX D:  Institutional Shareholder Services (ISS) – Sudan Research Criteria 
APPENDIX E:  SAMPLE Letter of Engagement 
APPENDIX F:  SAMPLE Follow-up to Letter of Engagement 
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APPENDIX A 
SUDAN – STATUS AND TIMELINE 
 
The following is a timeline on Sudan-related shareholder activism at the University of 
Washington since the issue was presented to the Board of Regents one year ago. 
 
June 2005:  Amended Consolidated Endowment Fund policy to allow CIO to initiate 
letters of engagement and sponsor shareholder resolutions relative to the human rights 
violations in Sudan. 
 
Summer 2005:  Restructured international equity portfolio.  While this action was 
unrelated to the Sudan decision, the combination of manager additions and deletions 
altered the list of international companies held by the University.   
 
Summer 2005:  Continued conversations with colleagues at other institutions on their 
experience with the Sudan issue – and other socially responsible investment issues.  
Focused on effective process and communication. 
 
August 2005:  Drafted letter of engagement. Treasury Office and student activists 
decide on next steps and determine a process for ongoing communication between the 
Treasury staff and the students.  Active student involvement encouraged going 
forward through the establishment of an hourly student research position in Treasury 
to assist in research on companies active in Sudan, proxy voting practices in foreign 
countries, and communication with faculty and staff on the issue.   
 
September 2005: Established a process for monthly monitoring the University’s 
portfolio for companies doing business in Sudan. Determined that only three of the 
six companies identified in August as doing business in Sudan were held by the UW 
as of September 30.  
 
October 2005: Sent letter of engagement dated October 3, 2005 sent to 3 companies. 
 
November 2005: Treasury staff and students reviewed company responses and 
determine follow up. 
 
December 2005: Contracted Intuitional Shareholder Services for more comprehensive 
company research and proxy voting research.  
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January 2006: Part time student hourly student hired to work with Treasury staff on 
company research, foreign proxy voting process, and tracking other Sudan related 
activity by other intuitional investors.  
 
February – May 2006:  Continued monitoring of the portfolio and “letter of 
engagement campaign” shareholder engagement with companies doing business in 
Sudan for which UW has an investment.  Worked with Institutional Shareholder 
services to identify shareholder resolutions related to Sudan and identify potential co-
sponsors.   
 
June 2006:  Review progress/process with the Finance, Audit and Facilities 
Committee. Recommend change in investment policy to include divestment as an 
option.  
 
Our assumption is that this issue will not be resolved in a matter of months or even 
years.  The process of shareholder activism will require an ongoing collaboration 
among University constituents – staff, students, faculty, Board.        
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APPENDIX B 
 
Support for Sudan Divestment 
 
UW Student and Faculty Support 
 
Registered Student Organizations Supporting Divestment 

 ASUW  
 African Student Association 
 Alpha Epsilon Delta 
 Black Student Union 
 Brit Tzedek v’Shalom 
 Center for Human Rights and Justice  
 College Republicans  
 Earth Club at UW  
 Episcopal Campus Ministry  
 French Fry Fuel Fools  
 Fun Guy Drum Club  
 International Friends  
 Inter-Varsity Christian Fellowship  
 Muslim Student Association 
 Newman Center  
 Rally for Change  
 SEED (Students Expressing Environmental Dedication)  
 Sierra Student Coalition 
 Student Labor Action Project 
 Students for Fair Trade  
 Students for a Free Tibet 
 Sustainable UW Alliance  
 Tzedek Hillel 
 UW Burma Action  
 WashPIRG  
 VOX:  Voices for Planned Parenthood 
 Young Democrats  

 
Faculty Support 

 Mary Callahan; Associate Professor and Director, International Studies 
Program, International Studies  

 James Felak; Professor, History Department  
 Sharon B. Garrett; Research Associate, Alcohol and Drug Abuse Institute  
 Angelina Snodgrass Godoy; Assistant Professor, Jackson School of 

International Studies; Law, Society and Justice  
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 Nancy Harsock; Professor, Political Science  
 Ruth L. Honour; HRERN Program Coordinator, Interdisciplinary Arts & Sciences  
 Linda L. Iltis; Academic Counselor, International Studies; Lecturer, 

Comparative Religion and South Asian Studies  
 Lucy Jarosz; Associate Professor, Geography  
 Bryan D. Jones; Professor, Political Science  
 Kelly A. Kajumulo; Research Coordinator, Psychology  
 Elizabeth Kier; Associate Professor, Political Science  
 Margaret Levi; Professor, Political Science  
 Karen T. Litfin; Assistant Professor, Political Science  
 Jamie Mayerfeld; Associate Professor, Political Science; Seattle Campus 

Advisor, Human Rights Minor  
 Jonathan L. Mercer; Associative Professor, Political Science  
 M. Jan Meyerding; Program Coordinator, International Studies Center, 

International Studies  
 Naomi D. Murakawa; Assistant Professor, Political Science  
 Mark Smith; Associate Professor, Political Science  
 Summer E Starr; Program Assistant, UW MBA Career Services  
 Theron Paul Stevenson; International Program Coordinator, Comparative 

History of Ideas  
 Susan A. Stoner; Research Associate, Psychology; Research Associate, 

Alcohol and Drug Abuse Institute  
 Carol Strong; Research Coordinator, Psychology  
 Dr. Jennifer Taggart; Lecturer, Math Department  
 Lynn M. Thomas; Associate Professor, African History; Chair, African Studies  
 Bob Weinstein; Fiscal Specialist Supervisor, Business and Finance 

(Computing and Communication)  
 Peter Weiss; Lecturer, Biology  
 Beverly L. Winner-Coates; Secretary Senior, Henry M. Jackson School of 

International Studies  
 
Community Support 
 

 Coalition for Global Concern, Seattle University 
 The Darfur Action Club, Seattle University 
 The Environmental Club, Seattle University 
 The National Society of Black Engineers, Seattle University 
 Oxfam, Seattle University 
 SaveDarfurWashingtonState 
 Southern Sudanese Community of Washington 
 Students Taking Action Now – Darfur, Seattle Central Community College 
 Young Democrats, Seattle University 

B–4.8/206-16 
6/9/16

Page 7 of 15



VII. STANDING COMMITTEES 
 
B. Finance, Audit and Facilities Committee 
 
Amendment to Investment Policy:  Consolidated Endowment Fund (continued p. 8) 
 
 

 

APPENDIX C 
 
COLLEGE AND UNIVERSITY LIST - SUDAN DIVESTMENT 
Harvard 
Divested direct holdings of PetroChina in April of 2005.  Under intense student, 
media, and political pressure, also sold direct holdings of Sinopec in March of 2006. 
 
Stanford 
Announced divestment from PetroChina, Sinopec, ABB, and Tatneft in June, 2005 
following efforts by the STAND student group and Stanford's Advisory Panel on 
Investor Responsibility.   
 
Samford (Birmingham, Alabama) 
Voted in the summer of 2005 to sell its direct holdings of Patrician in response to 
student efforts. 
 
Dartmouth 
Announced in November 2005 its intention not to invest in ABB, GNPOC, 
PetroChina, White Nile, Petronas, or Sinopec.  Debating whether to purchase the 
KLD or ISS targeted lists. 
 
Amherst 
Voted in January of 2006 to divest nearly two-dozen companies, primarily from the 
oil, gas, energy, and telecom sectors and meeting the criteria of providing the 
government of Sudan with significant financial support. 
 
Yale 
Announced in February, 2006 its decision to divest from seven companies involved in 
the Sudanese oil industry.  Companies chosen based on extensive student research 
report and ISS data. 
 
University of California 
Voted in March, 2006 to divest from nine companies (in the oil & gas, energy, and 
telecom sectors) and exercise shareholder voice on 4 others.  Decision came after 
prolonged student research effort.  
 
Brown 
Voted in March, 2006 to divest from six companies: ABB, Alcatel, PetroChina, 
Siemens, Sinopec, and Tatneft.  Decision based on a recommendation from Advisory 
Committee on Corporate Responsibility in Investing.   
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Brandeis 
Voted in April, 2006 to ban investment in “companies that are complicit with Sudan's 
genocidal policies”.  Explicitly excluded telecom industry, will be announcing 
companies list at a later date. 
 
Columbia 
Announced in April, 2006 its decision to divest from 18 companies based on research 
by the Advisory Committee on Socially Responsible Investing.   
 
Efforts also in progress at: MIT, Bowdoin, Emory, University of Maryland, 
California State University, Davidson, Northeastern, Wellesley, University of 
Pennsylvania, Simmons College, Trinity College, University of Southern California, 
University of Vermont 
 
States where divestment legislation has been passed: Illinois, New Jersey, Oregon, 
California (CalSTRS only), Maine, Vermont, Ohio (non-binding), . 
 
States with divestment bills currently being debated :Massachusetts, Connecticut, 
Rhode Island, Maryland, New York, Iowa, Indiana. 
 
Cities that have divested:   Providence, RI (Task Force targeted model), New Haven, 
CN (Yale seven) 
 
Please see the State of Sudan Divestment report for much more in-depth information, 
available at: 
http://www.inosphere.com/sudan/docs/%5BAppendix_4%5D_State_of_Divestment_
Report.pdf  
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APPENDIX D 
 
Institutional Shareholder Services (ISS) 
SUDAN RESEARCH CRITERIA  
 
  
I. Criteria  
 
The research will identify publicly-traded domestic and international companies that:  
 
1. Provide revenues to the Sudanese government through business with the 

government, government-owned companies or government-controlled 
instrumentalities.  

 
2. Generate revenues from the following oil related business activities:  

 • Oil exportation  
 • Extraction or production of oil  
 • Exploration of oil  
 • Construction and maintenance or a pipeline or refinery  
 • Old-field infrastructure  

 
3. Offer little substantive benefit to those outside of the Sudanese government or its 

Affiliated supporters in Khartoum, Northern Sudan and the Nile River Valley. 
 
4. Oil related business activities that have not taken any substantial action related to 

the government to halt the genocide or have demonstrated complicity in the 
Darfur genocide. Substantial action shall include, but is not limited to, curtailment 
of operations or public pressure on the Sudanese government. 

  
5. Supplies military equipment within the borders of Sudan, including weapons, 

arms or military defense supplies.  
 
6. Provides equipment within the borders of Sudan that may be readily used for 

military purposes, including radar systems and military grade transport vehicles, 
unless the company implements safeguards to prevent use of that equipment for 
military purposes. 

 
7. Provides military equipment, arms, or defense supplies to any domestic party in 

Sudan, including the Sudanese government and rebels. A strong presumption shall 
also be made against any company providing any domestic party in Sudan with 
equipment that may be readily co-opted for military use,  
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8. including radar systems and military-grade transport vehicles, unless that 
company has implemented safeguards against such co-option. 

  
II. Exceptions  
1. Companies which, either directly or through an affiliated instrumentality, provide 

services clearly dedicated to social development for the whole country shall be 
excluded from the focus list. Such entities include, but are not limited to, those 
providing medicine and medical equipment, agricultural supplies and agricultural 
infrastructure, educational opportunities, journalism-related activities and general 
consumer goods. 

 
2. Companies undertaking significant humanitarian efforts in the country’s Eastern, 

Southern, or Western regions, or reasonable evidence that company engagement 
with the government has improved the situation in Darfur.  

 
3. Evidence where constructive engagement with the company has resulted in 

compliance, or progress towards compliance at a reasonable pace consistent with 
the situation in Darfur.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
APPENDIX E 
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 SAMPLE LETTER OF ENGAGEMENT 
 
 
January 19, 2006 
 
Jeroen van der Veer 
President and Managing Director 
Royal Dutch/Shell Group of Companies 
Carel van Bylandtlaan 30 
2596 HR The Hague 
 The Netherlands 
 
 
Dear Mr. van der Veer, 
          
I write on behalf of the University of Washington Board of Regents as the Chair of 
the Board’s Finance, Audit and Facilities Committee.  This Committee is charged by 
the Board with exercising policy direction regarding the University’s $2 billion 
investment programs, including its endowment and other invested funds. 
 
Founded in 1861, the University of Washington is one of the oldest state-supported 
institutions in the Western United States with a current student body in excess of 
42,000.  The University’s faculty is distinguished by the many honors its members 
have received from professional societies and independent bodies including four 
Nobel prizes in physics and medicine and nine fellowships from the MacArthur 
Foundation.   The University has earned an international reputation for its research 
and graduate programs and is ranked among the twenty top universities in the world 
by The Economist.   
 
Recently, the Board of Regents was approached by a group of student leaders and 
eminent faculty concerned about the ongoing genocide in the Darfur region of Sudan.  
These constituents highlighted the extraordinary magnitude of the crimes committed 
by the Sudanese government in Darfur and genocide’s status as a ‘special case’ 
human rights situation calling for a unique and powerful response. 
 
National and international concerns have been ongoing since Congress first agreed to 
economic and trade sanctions in 1997.  Despite several signed peace accords, civil 
war and human rights violations continue and the United Nation Security Council 
expanded its arms embargo in the states of North, South and West Darfur in March of 
2005.  In recent months, we’ve seen large, well-reputed  
 
 

B–4.8/206-16 
6/9/16

Page 12 of 15



VII. STANDING COMMITTEES 
 
B. Finance, Audit and Facilities Committee 
 
Amendment to Investment Policy:  Consolidated Endowment Fund (continued p. 13) 
 
 

 

institutional investors take action by divesting their holdings of companies doing 
business in Sudan.  Our own constituents are urging us to follow a similar path. 
 
The Board of Regents has, for now, elected to approach each of our portfolio 
companies operating in Sudan to evaluate their actions in light of the extreme human 
rights conditions in Darfur.  Specifically, we ask that you respond to the following 
questions: 
 

1. Do you have policies in place which include a code of conduct for doing 
business in countries with a history of repressive regimes?   

2. If so, what does your code of conduct provide and what impact do you believe 
your business policies and practices have in supporting basic human rights in 
those countries?  Have they been effective in furthering human rights in 
Sudan?  Specifically how? 

3. If you do not have such policies, why not? 
4. What considerations govern your thoughts when assessing the growing risk to 

shareholder value through continuing involvement in Sudan? 
 
We would appreciate your reply by February 15, 2006 so that we may report back to 
the full Board of Regents for further consideration of this issue.  We look forward to 
hearing from you and thank you in advance for your time and cooperation.  
 
 
Sincerely, 
 
 
Shelly Yapp, Regent 
University of Washington     
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APPENDIX F 
 FOLLOW-UP TO LETTER OF ENGAGEMENT  
 
 
 
        March 22, 2006 
Mr. Harold Hatchett 
Shell Oil Company 
1270 Avenue of the Americas 
Suite 2320 
New York 10020, USA 
 
Dear Mr. Hatchett, 
 
Thank you for your response to my letter of January 19th regarding Royal Dutch Shell 
and its subsidiary’s interests in Sudan.  I would like to commend your company for its 
2001 decision to stop supplying aviation fuel to Sudanese military aircraft due to 
human rights concerns, and the subsequent sale of the aviation fuel business in Sudan.  
These decisions demonstrate Shell’s commitment and sensitivity to the effects of their 
business on the local communities and are consistent with Principle 6 of the Shell’s 
General Business Principles.   
 
I have reviewed your response, as well as the report on the November 17th meeting 
between representatives of Royal Dutch Shell and CalPERS regarding Shell’s 
operations in Sudan1, and have a few more specific questions I would like to have 
clarified: 
 
1 – I have encountered several references to Shell’s 2000 purchase of a substantial 
stake in the Chinese oil firm Sinopec, which is currently active in Sudan.  Does Shell 
still hold this investment in Sinopec?  Does Shell directly or through one of its 
subsidiaries hold investments in any other companies that do business with the 
Sudanese government? If yes, please provide details on these investments and their 
activities with the Sudanese government.   
 
2 – Does Shell have any plans to expand its business operations in Sudan?  Does 
Shell have any plans to enter the oil and gas exploration business in Sudan?  If yes, 
please describe the nature of these plans.   
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3 – Has Shell specifically considered the potentially destabilizing impact of the 
current conflict in the Darfur region of Sudan on its business operations in the  
country?  If yes, please provide copies of your risk assessment and situation analysis. 
 
4 – In the CalPERS memorandum, Sudan is described as statistically insignificant to 
Shell’s business portfolio.  As of November 2005, Shell’s business operations in 
Sudan are further described as not profitable and there were no there are no growth 
initiatives in place for Sudan. If these statements are accurate, as an investor in Royal 
Dutch Shell, the University would like to understand your rationale for a continuing 
investment in Sudan. 
 
I thank you again for your attention to these matters, and look forward to your reply. 
 
 
Sincerely, 
 
Fred Kiga, Regent 
University of Washington 
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VII. STANDING COMMITTEES 
 
 

B. Finance, Audit and Facilities Committee 
 
 
Global Climate Change Initiatives 
 
For information only. 
 
BACKGROUND 
 
The UW Investments Office in conjunction with Divest UW, a student campaign 
representing over 20 Registered Student Organizations, proposes a series of actions 
to further the University’s efforts to support sustainability and express its concern 
over global climate change. These efforts are aligned with the broader University 
mission and will enhance the University’s position as a leader in sustainability.   
 
 
 
Attachments 

1. Letter from Students to the Board of Regents 
2. University of Washington Global Climate Change Initiatives, October 2013 
3. Global Climate Change Activity by Other Institutions as of September 25, 

2013 
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October 3, 2013 

Via October 10, 2013 Board of Regents Meeting Materials 

 

 

Board of Regents 

University of Washington 

139 Gerberding Hall 

Box 351264 

Seattle, WA 98195-1264 

 

Dear Regents:  

 

Divest UW, a grassroots student campaign speaking on behalf of over 20 Registered Student 

Organizations (RSOs), with the support of the ASUW, has joined with the Treasury Office to co-sponsor 

the five policy points listed in the document which follows. By presenting the following proposals, we 

are calling for a series of actions to further the University’s efforts to a) remain in accordance with the 

University’s avowed commitment to sustainability and b) meet mounting scientific and social concerns 

which regard the relationship between the fossil fuel industry and global climate change. This initiative 

will allow for the development of sound institutional experience in green investment policy and 

planning.  

 

As a campaign, we remain deeply concerned about the effects that the fossil fuel industry’s externalities 

will have on our state, society and our current financial holdings. We look forward to exploring policy 

procedures concerning alternative, sustainable green investment strategies. We are pleased to be 

working within a framework that allows for students, staff and/or faculty to engage the Treasury and 

present information items, such as this one. As a group, we value incentive-based green investment 

strategies, and have found common ground with the Treasury Office with respect to a strong path 

forward. We look forward to discussing the Treasury’s Global Climate Change Initiatives at our meeting 

with the Board in October.  

 

Thank for your consideration.  

 

On behalf of Divest UW,  

 

Robert Marsh  

Benjamin Peterson  

Sarra Tekola 
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University of Washington Treasury Office 
      Global Climate Change Initiatives 

October 2013 
 
The UW Investments Office in conjunction with Divest UW, a student campaign respresenting over 20 Registered Student 
Organizations, proposes a series of actions to further the University’s efforts to support sustainability and express its 
concern over global climate change. These efforts are aligned with the broader University mission and will enhance the 
University’s position as a leader in sustainability.   

 

 INITIATIVE 
IMPLEMENTATION 

AUTHORITY 

 

1 

 

Create New Research Assistant (RA) Position. 
This new student position will focus on the evaluation of alternative energy and ESG 
(environmental, social, and corporate governance) investment opportunities.  Position 
will be advertised in Fall 2013.   
 

 
 

Chief Investment Officer 

 

2 

 

Increase alternative energy investments. 
Approximately $12 million or 0.5% of the CEF is currently invested in alternative energy 
through private equity managers.  The UW investment team will commit up to an 
additional $25 million (or 1% of the CEF) to new alternative energy investments. 
 

Chief Investment Officer 

 

3 

 

Incorporate ESG factors into investment analysis and decision making. 
The Treasury Office will dedicate resources to better understand ESG factors (including 
environmental impact) and their bearing on investment performance.  This effort will 
include, but is not limited to, (a) discussions with peer institutions on their experience, 
(b) canvasing the growing body of research focused on this area, and (c) increasing 
awareness through participation in national forums (i.e., The Forum for Sustainable and 
Responsible Investment; the University Consortium on Investor Responsibility). 
       

Chief Investment Officer 

 

4 

 

Explore opportunities for shareholder advocacy on climate change. 
 

This may include, but is not limited to: 

 

 

(a) Collaborate with other institutional investors on letter writing campaigns and 
shareholder proxies targeting fossil fuel companies; 

 

 
Board of Regents * 

 

(b) Leverage efforts with national organizations where appropriate (i.e., the 
Carbon Disclosure Project; Ceres); and 

  

 
President of the 

University 

 

(c) Direct portfolio managers to consider the impact of ESG factors on their 
Portfolio Investments. 

 

 
Chief Investment Officer 

 

5 
 

Establish a framework for future engagement with students. 
 

 
Treasury Office 

 

*An action item to amend the CEF investment policy—enabling the Chief Investment Officer to engage 

in shareholder advocacy on climate change on behalf of the Board—will be presented to the Board of 

Regents in November 2013.   
ATTACHMENT 2
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Global Climate Change 
Activity by Other Institutions 

As of September 25, 2013 
 
Student-led fossil fuel divestment campaigns are active on more than 380 college campuses. To date, only six 
schools (with combined endowment assets of less than $130 million), Hampshire College, Sterling, College of the 
Atlantic, Green Mountain, Unity, and San Francisco State University, have agreed to rid their endowments of fossil 
fuels.  While most colleges and universities are still in the discussion phase on this issue, some larger institutions 
have announced they will not divest from fossil fuels and offer alternatives to address global climate change.  
 

COLLEGES AND UNIVERSITIES 

 
Harvard:  The University president states that Harvard “operates with a strong presumption against divestment.” 
The Vice President of Sustainable Investing hired by Harvard Management Company in July 2013 and a Social 
Choice Fund, to be invested outside of the endowment, will be established by December 2013.   
 
Middlebury:   The College rejects divestment. The investment committee will develop stronger ESG (Environment, 
Social, and Governance) principles to apply to the investment portfolio. The College commits to creating ESG 
guidelines to monitor their portfolio and operations on campus, and increase the amount of the endowment 
directed toward ESG investments, including those focused on clean energy, green building projects, and other 
efforts to reduce greenhouse gas emissions.  
 
Vassar:  Divestment rejected.  
 
Swarthmore:  Rejects divestment and will “add more of its muscle and leadership voice—both legislatively and 
other fronts—to the movement working against climate change.”  A sampling of ideas proposed include hosting a 
national symposium focused on raising awareness of climate change around the world, making one day a week an 
“energy Sabbath” to reduce use of fossil fuels on campus, and leading a consortium of colleges and universities to 
press state and federal authorities to do a better job regulating methane leaks and promote solar energy.   
 
Cornell:  Divestment rejected. 
 
Pomona:  Divestment rejected. 
 
 

PENSION FUND ACTIVITY ADDRESSING CLIMATE CHANGE 
 
California Public Employees’ Retirement System (CalPERS):  The fund has various initiatives including proxy 
voting and investing in funds devoted to green energy.  CalPERS is working to integrate EGS issues throughout its 
$264 billion fund.   
 
California State Teachers’ Retirement System (CalSTRS):   The pension fund has a Green Initiative Task Force to 
address environmental issues and identify, analyze, and propose potential investment opportunities and risk 
control strategies related to climate change.  Their global equity portfolio includes a sustainable manager strategy 
and staff actively engages managers on ESG considerations.  The fixed income portfolio is a lead purchaser of 
green bonds and the real estate portfolio includes a commitment to clean energy.   CalSTRS is a leader in 
shareholder engagement on the issue of climate change, meeting directly with fossil fuel companies and 
sponsoring shareholder resolutions.   
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THE UNIVERSITY OF WASHINGTON 
BOARD OF REGENTS 

Resolution Regarding Divestment of Fossil Fuel Companies 
 
 
 WHEREAS, Climate change is one of the most serious challenges facing 
our planet. Scientific consensus points to human activity as the cause of climate 
change. Efforts to slow and reduce climate change must therefore start with 
changes in human behavior. The ways in which energy is used to support modern 
life must be transformed. Our utter dependence upon energy in its many forms 
presents a daunting challenge to society. Our heavy reliance on fossil fuels is one 
area in which changes in human behavior can lead to reductions in the harmful 
carbon emissions which contribute to climate change; and 
 
 
 WHEREAS, Universities can use their leadership to influence the 
trajectory of climate change in several ways, principally research activities and in 
their operational management. Specifically, 1) conducting research into the causes 
of climate change and identifying options for adaptation to and mitigation of 
climate change; 2) pioneering research into clean energy technology; and 3) 
modeling behaviors and policies through their operations that reduce carbon 
emissions; and 
 
 
 WHEREAS, One approach adopted more recently by colleges and 
universities is to engage in some level of fossil fuel divestment. Some universities 
have targeted coal companies for divestment while a handful of others have opted 
for full fossil fuel divestment. The potential cost of divestment on future 
investment returns, while negligible when limited to coal, is significant when 
extended to the fossil fuel industry as a whole. This difference is important in an 
era when we have become increasingly dependent on donor contributions and 
endowment earnings to further our academic mission;  
 
 NOW, THEREFORE, BE IT RESOLVED: Given the importance of the 
issue of climate change and our opportunity to take a symbolic and visible stance 
relative to reduction of carbon emissions, we support divestment of coal 
companies whose principal business is the mining of coal for energy generation. 
However, further action by this board is neither recommended nor warranted with 
respect to investments in other fossil fuel companies. As shareholders, we will 
retain our ability to enter into a dialogue with these companies to influence future 
behavior. 
 
 
May 14, 2015 

William S. Ayer 
Chair, Board of Regents 
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VII. STANDING COMMITTEES 
 
 
B. Finance and Asset Management Committee 
 
 
Approve Amendments to Statements of Investment Objectives and Policy for the 
Consolidated Endowment Fund and Invested Funds 
 
RECOMMENDED ACTION 
 
It is the recommendation of the administration and the Finance and Asset 
Management Committee that the Board of Regents prohibit direct investment of 
endowment funds in publically traded companies whose principal business is the 
mining of coal for use in energy generation. 
 
Approval of the recommended action will result in the amendment of the 
“Statement of Investment Objectives and Policy for the Consolidated Endowment 
Fund” and “Statement of Investment Objectives and Policy for the Invested 
Funds.” Implementation will involve divestment of direct company holdings and 
ongoing portfolio monitoring to prevent future investment. 
 
BACKGROUND 
 
In December 2012, Divest UW, a student campaign representing over 20 
Registered Student Organizations, sent a petition to President Young requesting 
fossil fuel divestment.  Students worked with the Treasury Office to develop a 
plan to address climate change and jointly presented the “Treasury Office Global 
Climate Change Initiatives” to the Board of Regents in October 2013. The Board 
approved the recommend five point initiatives in November 2013.  Progress to 
date on the initiatives is shown in Attachment 3. 
 
In March 2015, Divest UW presented an information item to the Board of Regents 
in support of coal divestment in the Consolidated Endowment Fund.   
 
Shareholder Activism:  Shareholder activism typically involves one or more of 
the following:  (1) voting on shareholder resolutions, (2) engaging the company in 
a dialogue on its corporate practices, (3) sponsoring or co-sponsoring issue-
specific shareholder resolutions, or (4) divestment.  Due to its potential to 
negatively impact portfolio performance, divestment is viewed as a course of last 
resort.  In addition, the loss of shareholder status effectively ends the dialogue 
with banned corporations. 
 
UW Historical Response to Ethical Concerns:  With the exception of tobacco 
in January 2000, Sudan in 2006, and South Africa in the late 1980’s, ethical 
concerns have not led to divestment.  Over the years, the UW pursued varying 
degrees of shareholder activism around human rights violations in Burma and 
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global warming.  In all cases there was strong involvement from multiple 
constituencies including the Board of Regents, faculty, students and staff. 
 
Implementation and Timing:  The definition of a coal company will be 
restricted to parent companies whose principal business is the mining of coal for 
energy generation.  The University will contract with an independent research 
provider to compile company lists and impartially analyze information on 
business activities. 
 
Investment managers will have until December 31, 2015, to manage the orderly 
elimination of direct coal holdings. 
 
Portfolio Impact:  The long term performance impact of divestment from coal 
used for energy generation from the CEF is estimated at a loss of 1 basis point per 
annum or a cumulative $13 million over the next twenty years. 
 
The projected performance impacts are derived from the historical contribution of 
coal used for energy generation in long term global equity index returns.  
 
 
 
Attachments 
1. University of Washington Statement of Investment Objectives and Policy for 

the Consolidated Endowment Fund 
2. University of Washington Statement of Investment Objectives and Policy for 

Invested Funds 
3. Treasury Office Global Climate Change Initiatives 
4. UW Fossil Fuel and Climate Change Timeline December 2012 to April 24, 

2015 
5. Portfolio Impact Analysis from Divestment of Coal and All Fossil Fuels 
6. Endorsement for Divestment at UW as of April 8, 2015 
7. Response to Divestment by Other College and University Endowments as of 

April 16, 2015 
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UNIVERSITY OF WASHINGTON 
 

STATEMENT OF INVESTMENT OBJECTIVES AND POLICY 
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Approved by Board of Regents April 15, 1988 

 
Amended December 15, 1989; February 16, 1990; September 17, 1993; October 22, 1993; 

September 20, 1996; September 19, 1997; September 18, 1998; November 19, 1999; January 21, 
2000; November 17, 2000; May 18, 2001; June 14, 2002; November 21, 2003; January 16, 2004; 

June 11, 2004; July 16, 2004; May 19, 2005; June 9, 2005; June 8, 2006; May 15, 2008; March 19, 
2009; September 17, 2009; May 13, 2010; October 21, 2010; May 9, 2013; November 14, 2013; and 

May 14, 2015. 
 

 
INTRODUCTION 

 
The Board of Regents of the University of Washington is vested by statute with responsibility for the 
management of the properties of the University, including the Consolidated Endowment Fund and other 
University funds.  This statement of investment objectives and policies governs the investment 
management of the Consolidated Endowment Fund (CEF).  This statement is effective until modified by 
the Board.   
 
The Board has delegated to its Finance and Asset Management Committee (FAM) the responsibility for 
overseeing the investment program within the general principles enumerated herein. In May 2001, the 
Board approved the establishment of an advisory committee, the University of Washington Investment 
Committee (UWINCO), consisting of both Board members and external investment professionals.  In 
2004, the Board approved the appointment of the University’s first Chief Investment Officer (CIO) to 
manage the day to day activities of the investment portfolios. 
 
 

A. FINANCIAL OBJECTIVES 

1. To provide permanent funding for endowed programs.  This objective addresses the need to ensure 
intergenerational equity by providing the same level of program support in the future as it provides 
today.  
 

2. To maintain the purchasing power of the CEF after spending and inflation.  The objective of 
preserving purchasing power emphasizes the need to take a long-term perspective in formulating 
spending and investment policies. 

 
3. To provide a predictable and stable source of income for endowed programs.  This objective is 

achieved through the spending policy. 
 
4. To provide a maximum level of return consistent with prudent risk levels.  This objective assumes 

the construction of a global, equity-oriented, diversified portfolio coupled with active risk 
management.  
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B. SPENDING POLICY 

1. Program Distributions:  Distributions to endowed programs will be 4% of the average market 
value of the CEF for the previous five years.  In this way, the CEF’s distributed income is expected 
to keep up with inflation and its capital value will be preserved over time. 
 

2. Administrative Fee:  Spending includes an additional 1% administrative fee bringing the long 
term spending requirement to 5% per annum.  

C. INVESTMENT OBJECTIVES 

1. Spending Requirement:  Based upon the long-term spending policy, the CEF must attain an 
average annual real total return of 5.0% over the long term.  The 5.0% target provides for a 4.0% 
distribution to endowed programs and a 1.0% administrative fee.  Real total return is adjusted for 
inflation by the Consumer Price Index.  Using the historical average inflation rate of 3.0% implies 
a nominal total return hurdle of 8.0% in order to meet the spending requirement.  
 

2. Policy Benchmark:  The investment performance of the CEF will also be evaluated, on a risk-
adjusted basis, against an investable blend of market indices.  Over the long term the CEF’s 
diversification is expected to generate risk-adjusted returns that meet or exceed those of blended 
market indices.  This comparison is useful in evaluating how successfully the underlying strategies 
have been implemented and the effectiveness of tactical departures from the strategic asset 
allocation. 

 
3. The investment performance of the CEF will also be evaluated against a secondary policy 

benchmark consisting of a 70% equity and 30% bond blend of market indices.  This comparison is 
useful in evaluating the effectiveness of an active management program versus a passive 
management approach. 

 
4. Peer Comparison:  Over the long term the CEF is expected to achieve returns which are at least 

comparable to the median return of the largest 50 colleges and universities in the Cambridge 
Associates Universe. 

 
5. It is recognized that the investment objectives stated above may be difficult to attain over every 

five-year period, but should be attainable over a series of five and ten year periods.   

D. ETHICAL CONSIDERATIONS 

1. While fiscal goals are of central importance, due consideration shall be given to the degree of 
corporate responsibility exercised by the companies in which investments are made. 
 

2. Direct investment in companies doing business in Sudan whose business activities support the 
Sudanese government in its continuing sponsorship of genocidal actions and human rights 
violations in Darfur is prohibited. 

 
3. Direct investment in tobacco companies is prohibited. 
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4. Direct investment in coal companies whose principal business is the mining of coal for energy is 

prohibited.  
 
 

E. INVESTMENT PHILOSOPHY 

The investment of the CEF is based on a set of beliefs and practices: 

1. Invest for the long term 

a. Preserve capital for use by future generations 

b. Focus on asset allocation as the primary determinant of return  

c. Avoid short-term speculative activity 

d. Accept illiquidity if justified by higher alpha  

2. Build a well-diversified portfolio 

a. Limit risk by combining uncorrelated strategies 

b. Maintain meaningful exposure to major capital markets 

c. Build concentrated positions where conviction is high 

d. Tilt towards value strategies 

e. Employ fundamental research-driven and bottom-up strategies 

3. Take advantage of global market inefficiencies 

a. Invest primarily with active managers  

b. Use indexed and enhanced indexed strategies where appropriate 

c. Incorporate investment ideas sourced through internal proprietary research 

d. Focus resources on inefficient markets (e.g., venture capital, hedge funds, emerging markets) 

e. Manage portfolio exposures actively in response to changing market conditions 

F. INVESTMENT MANAGEMENT STRUCTURE 

1. The CEF is invested primarily by external investment managers.  External investment management 
firms are selected on the basis of factors including, but not limited to the following: 

a. Experience of key personnel and succession plan where appropriate 

b. Consistency in investment approach 

c. Effectiveness of decision making process 

d. Assets under management and plans for managing future capacity  

e. Organizational structure including administration, back office support, risk management and 
reporting 
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f. Performance record 

g. Fees 

h. Firm’s ethical and financial viability 

i. Structural fit within the CEF 

2. The CEF may also be invested internally in public equities and bonds through cash market 
securities or derivative instruments. 
 

3. Equities, (including public and private global equity) real assets, absolute return and bonds will 
primarily be managed separately.  In the interest of diversification, the equity portion of the 
portfolio will be placed with managers who have distinct and different investment philosophies. 
The investment managers have the discretion to manage the assets in their individual portfolios to 
best achieve the investment objectives and requirements set forth in this policy statement and in 
their individual investment guidelines. 

 

G. PORTFOLIO COMPOSITION AND ASSET ALLOCATION 

1. To achieve its investment objective, the CEF will be divided into two distinct Funds:  a “Capital 
Appreciation Fund” and a “Capital Preservation Fund.”  Sub-categories of these Funds each with 
its own target are also specified.  The purpose of dividing the Portfolio in this manner is to ensure 
that the overall asset allocation among and within the two Funds remains under the regular scrutiny 
of the Finance and Asset Management Committee and UWINCO.  Over the long run, the allocation 
between and within the Funds may be the single most important determinant of the CEF’s 
investment performance. 
 

2. Role - Capital Appreciation Fund:  The purpose of the Capital Appreciation Fund is to provide 
the capital growth that will enable the CEF to meet its spending requirements, while at the same 
time preserving the purchasing power of the CEF for future generations.  The Fund itself is an 
integrated blend of global developed and emerging markets equity, real assets and opportunistic 
investments such as credit.  It is recognized that the Capital Appreciation Fund entails the 
assumption of greater market variability and risk. 

 
3. Role - Capital Preservation Fund:  The purpose of the Capital Preservation Fund is to provide 

liquidity in support of spending and capital commitments; a deflation hedge; and to reduce the 
overall volatility of the CEF.  Two broad strategies are employed in the Capital Preservation Fund 
– absolute return and fixed income investments. 

 
4. The policy portfolio is structured using long-term targets and ranges.  The target asset allocation 

reflects the long-term risk and return objective of the CEF and establishes a normative allocation 
against which shorter-term asset allocation decisions can be gauged.  Ranges allow for tactical 
shifts among asset classes in response to the changing dynamics in capital markets.  Wider ranges 
facilitate rebalancing and the active management of risk at the total portfolio level. 
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STRATEGIC ASSET ALLOCATION 

   
 

Investment Strategy 
Public and Private 

 

 
Long-term 

Target 
 

 
Policy Range 

 

Emerging Markets Equity 17% 

 
 
 
 
 
 
 

Developed Markets Equity 28% 

Private Equity 15% 

Real Assets 7% 

Opportunistic 3% 

 
CAPITAL APPRECIATION FUND 

 

 
70% 

 

 
55% - 85% 

 

Absolute Return 19% 

 
Fixed Income 11% 

CAPITAL PRESERVATION FUND 30% 15% - 45% 
 

H. RISK MANAGEMENT 

1. Risk is managed primarily through diversification.  The CEF will be diversified both by asset class 
(e.g., developed and emerging markets equities, real assets, opportunistic investments, absolute 
return, bonds and cash equivalents) and within asset classes (e.g., within equities by country, 
economic sector, industry, quality, and size).  The purpose of diversification is to provide 
reasonable assurance that no single security or class of securities will have a disproportionate 
impact on the CEF.   
 

2. Derivatives may be used to adjust exposures within or across the portfolio in order to improve the 
risk / return profile of the CEF.   

 
3. Aggregate portfolio risk is managed to minimize uncompensated, unanticipated and inappropriate 

risks.  Both quantitative measures and qualitative judgment will be used in assessing and managing 
risk. 
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I. RISK GUIDELINES 

1. The CEF will be monitored quarterly for adherence to the following risk guidelines.  A breach in a 
guideline triggers a written notification from the CIO to the Chair of UWINCO.  It is recognized 
that market conditions and / or illiquidity of the underlying securities may preclude an immediate 
rebalancing of the portfolio.  Risk control exception reporting will be provided to the Board of 
Regents as part of its quarterly investment performance report which specifies the actions, if any, 
needed to bring the CEF into compliance. 
 

2. Concentration:  Maximum portfolio weights: 

a. 15% in single manager (excluding fixed income) 

b. 25% in individual countries outside the U.S. 

c. 30% in one market sector 

 

3. Liquidity: 

a. One quarter (25%) of the CEF convertible to cash in one month or less 

b. Unfunded capital commitments plus current exposure to private investments limited to one 
half (50%) of the CEF 

J. GUIDELINES FOR THE CAPITAL APPRECIATION FUND 

1. The Capital Appreciation Fund includes the growth-oriented strategies within the portfolio which 
are managed in an integrated manner in order to meet the long-term spending objectives of the CEF 
and sustain the portfolio in perpetuity. 
 

2. The objective for the Capital Appreciation Fund is to outperform, net of commissions and fees, a 
representative risk-adjusted blend of market indices which reflect the strategic asset allocation of 
the Capital Appreciation Fund.  In addition, performance on each sub-category of the Capital 
Appreciation Fund will be monitored against the average return of a universe of active managers 
and/or fund of funds. Performance will be monitored on a regular basis and evaluated over running 
five and ten year periods. 

 
3. In recognition of the increasing correlation among asset classes, the Capital Appreciation Fund 

represents a market oriented mix of global developed and emerging markets equity, real estate, 
commodities, venture capital, private equity and opportunistic investments such as credit securities. 

   
4. The Capital Appreciation Fund will be broadly diversified by country, economic sector, industry, 

number of holdings, number of managers, and other investment characteristics. To achieve its 
investment objective, the Capital Appreciation Fund may contain a mix of actively and passively 
managed strategies.  Direct and derivative investments, commingled funds, private limited 
partnerships and fund of funds may be used. 

 
5. The real estate portion of the Capital Appreciation Fund will be diversified by property type and 

geography.  The University will invest in public and private real estate vehicles both domestically 
and internationally.   Emphasis will be placed on investments in private real estate partnerships 

Statement of Investment Objectives and Policy for the Consolidated Endowment Fund 
Page 6 of 10 

 
F–9.1/205-15 
5/14/15

B–4.11/206-16 
6/9/16



employing value-added and opportunistic strategies.  Implementation may also include direct 
investment in real estate.    Investments in publicly traded Real Estate Investment Trusts (REITS) 
will be made primarily to achieve exposure to core real estate. 
 

6. Decisions as to individual country and security selection, security size and quality, number of 
industries and holdings, current income levels, turnover and the other tools employed by active 
managers are left to broad manager discretion.  The usual standards of fiduciary prudence set forth 
in this policy statement and in individual investment management agreements and guidelines apply. 

 
7. If allowed under their individual investment guidelines, managers may at their discretion hold 

investment reserves of either cash equivalents or bonds.  Derivatives may be used to manage certain 
exposures such as currency or market risk if so specified under individual investment manager 
guidelines. 

K. GUIDELINES FOR THE CAPITAL PRESERVATION FUND 

1. The Capital Preservation Fund includes portfolio strategies which provide liquidity to meet current 
spending needs and stability to protect capital in down markets. 
 

2. The objective for the Capital Preservation Fund is to outperform, net of commissions and fees, a 
blend of market indices which reflect the strategic asset allocation of the Fund. Performance will 
be monitored on a regular basis and evaluated over running five and ten-year periods. 

 
3. The absolute return strategy will favor investments with a low correlation to broad equity markets.  

Implementation will be made through direct investments, limited partnerships, or fund-of-funds. 
     
4. The fixed income strategy may contain money market instruments, domestic and foreign 

government bonds and other high quality investment vehicles with risk / return characteristics 
consistent with the investment objectives of the Capital Preservation Fund.  Derivatives may be 
used to manage certain exposures if so specified under individual investment manager guidelines. 

 
5. Fixed income managers are expected to employ active management techniques, including maturity, 

sector and quality considerations.  Implementation may also be achieved through passive indices, 
commingled funds, limited partnerships and fund-of-funds. 

L. GUIDELINES FOR TRANSACTIONS 

As a general guideline that should apply to all assets managed, transactions should be entered into on 
the basis of best execution, which is interpreted normally to mean best realized price.  Commissions 
may be designated for payment of services rendered to the University in connection with investment 
management. 

M. MONITORING OF OBJECTIVES AND RESULTS 

1. All objectives and policies are in effect until modified.  The Finance and Asset Management 
Committee with advice from the Treasurer of the Board of Regents, Chief Investment Officer (CIO) 
and UWINCO will review these periodically for their continued appropriateness.  It is anticipated 
that changes to the asset allocation targets and ranges will be made infrequently. 
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2. The CEF portfolios will be monitored on a continual basis for consistency in investment 

philosophy; return relative to objectives; and investment risk as measured by asset concentrations; 
exposure to extreme economic conditions; and market volatility.  Performance will be reviewed at 
least annually by the Finance and Asset Management Committee and with UWINCO on a quarterly 
basis.  Results will be evaluated over longer time frames including the inception period, running 
five- and ten-year periods, and complete market cycles. 

 
3. The CIO will review individual managers as needed in order to confirm that performance 

expectations remain in place. In addition, portfolio activity will be reported on a regular basis to 
UWINCO and the Chair of the Finance and Asset Management Committee. 

 
4. A statement of investment objectives and guidelines will be maintained for each public investment 

manager where the University’s assets are managed in a separate account. 

N. DELEGATIONS 

Delegations related to the management of the University’s investment portfolios are as follows: 
1. Board of Regents:   

a. Approve investment policies which guide the management of the University’s investment 
portfolios.  This includes but is not limited to the strategic asset allocation, performance goals, 
spending and delegations. 

b. Approve appointment and reappointment of Regent and non-Regent UWINCO members. 

c. Approve the UWINCO “Statement of Principles” which addresses the administrative 
functioning of the Investment Committee. 

d. Approve appointment of the Chief Investment Officer. 

e. Approve appointment of the Treasurer of the Board of Regents. 

f. Liquidate quasi-endowments.  These funds represent assets donated to the University which 
have been accepted by the Board of Regents or its administrative designee as “quasi-
endowments.”  The decision to place the assets in a quasi-endowment is based on 
administrative recommendation and can therefore be reversed.  Full or partial liquidation of 
quasi-endowments valued at $1 million or higher requires action by the full Board of Regents.  
Full or partial liquidation of quasi-endowments valued at less than $1 million is delegated to 
the Finance and Asset Management Committee of the Board of Regents.  Endowments 
governed by an agreement that allows withdrawals under specific terms and conditions are 
exempt from this requirement.  

2. Chair of the Board of Regents:   

a. Recommend members of the UWINCO for formal approval by the Board of Regents.  
Recommendations will be made in consultation with the Chair of UWINCO and the President 
of the University (and/or his designee).  

b. Designate the Chair of UWINCO. 

c. Approve investment manager appointments and direct investments in situations where the CIO 
and the UWINCO Chair are unavailable or unable to do so. 
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3. Finance and Asset Management Committee:   

a. Oversee the University’s investment programs within the broad guidelines established by the 
investment policies.  

b. Appoint the University’s investment consultant(s). 

c. Recommend endowment spending policy changes to the Board for approval.  It is anticipated 
that such changes will be infrequent.  

d. Review the asset allocation and strategy recommendations of the CIO and UWINCO.  
Recommend policy changes as appropriate to the Board of Regents. 

4. Investment Committee (UWINCO):  

a. Advise the Finance and Asset Management Committee, the Senior Vice President for Finance 
and Facilities and the Chief Investment Officer on matters relating to the management of the 
University’s investment portfolios.  This includes, but is not limited to, advice on overall  asset 
allocation, performance goals, portfolio risk, new investment strategies, strategy 
implementation, manager identification and due diligence. 

b. Adhere to the UWINCO “Statement of Principles”. 

5. Senior Vice President for Finance and Facilities:  

a. Administer internal fees for management and administrative activities related to the 
endowment. 

b. Approve use of professional staff bonus pool. 

c. Assume supervisory responsibility for the CIO position. 

6. Treasurer of the Board of Regents:   

a. Approve investment custodian appointment(s). 

b. Assume the responsibilities of the CIO when the position is vacant.  The exceptions to this 
delegation are the appointment of investment managers and the approval of direct investments 
which are extended to the Chair of the Board of Regents. 

c. Execute securities transactions in conjunction with the day-to-day management of the 
investment program. 

d. Execute investment management agreements, limited partnership agreements, custody 
agreements and other investment related documents upon satisfactory completion of reviews 
as appropriate by the State Attorney General, outside legal counsel and the University’s 
investment consultant. 

7. Chief Investment Officer:   

a. Manage the day-to-day activities of the University’s investment portfolios within the broad 
guidelines established by the investment policies. 

b. Approve tactical moves relative to long-term policy targets when warranted by market 
conditions or risk considerations.  The deliberate decision to overweight or underweight a 
strategy relative to its policy target is made in consultation with UWINCO, the University’s 
investment consultant(s) and the Senior Vice President for Finance and Facilities. 
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c. Seek the advice of the University’s investment consultant(s) and members of the UWINCO 
on issues related to the management of the investment portfolios.  Incorporate such advice in 
the implementation of the investment program.   

d. Appoint new investment managers, follow-on investments with existing managers and direct 
investments.  Approved investments shall fall within the policy guidelines adopted by the 
Board of Regents.   

e. Approve the dollar value of assets allocated to new and existing investment managers and 
reallocate assets among managers in accordance with long-term strategic targets.   

f. Approve individual investment manager guidelines.  

g. Monitor individual investment managers on a regular basis to ensure that performance and 
compliance expectations are met. 

h. Monitor aggregate portfolio risk regularly to insure that the long-term purchasing power of the 
CEF is preserved. 

i. Approve use of derivatives to manage the aggregate portfolio risk/return profile. This includes 
the use of swaps, options, futures and other derivative products to adjust exposures, to equitize 
cash, or to rebalance across asset classes.   

j. Approve appropriate usage and timing of leveraged strategies within the CEF.   

k. Terminate investment managers, including the authority to liquidate limited partnership 
interests or to reduce strategy exposures through other means.  This authority is typically 
exercised due to performance concerns, organizational changes, or structural considerations 
within the UW investment portfolio.  

l. Take action as appropriate in support of shareholder resolutions related to human rights 
violations in Burma. 

m. Engage in shareholder activism as appropriate on issues related to global climate change. 
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INTRODUCTION 
 
The Board of Regents of the University of Washington is vested by statute with responsibility for the 
management of the properties of the University.  This statement of investment objectives and policies 
governs the investment management of the Invested Funds (IF).  This statement is effective until modified 
by the Board.   
 
The Board has delegated to its Finance and Asset Management Committee (FAM) the responsibility for 
overseeing the investment program within the general principles enumerated herein. In May 2001, the 
Board approved the establishment of an advisory committee (UWINCO) consisting of both Board 
members and external investment professionals.  In 2004, the Board approved the appointment of the 
University’s first Chief Investment Officer (CIO) to manage the day to day activities of the investment 
portfolios. 

 
 

A. INVESTMENT OBJECTIVES 
 
1. The overall financial objective of the IF is to enable the University to meet its financial obligations 

as they come due.  A secondary objective is to achieve investment returns above those of money 
market instruments. 

 
2. The investment performance of the IF will be evaluated, on a risk-adjusted basis, relative to a blend 

of market indices that reflect the overall asset allocation of the fund. 
 
B. INVESTMENT MANAGEMENT STRUCTURE 
 
1. The IF will be invested primarily by external investment management firms. External investment 

management firms will be selected on the basis of factors including but not limited to the 
following: the experience of key personnel; investment philosophy; assets under management; 
organizational structure; performance record; investment management fees; and the firm’s ethical 
and financial viability. 

 
2. Funds may also be invested in bank short-term investment funds and in approved instruments 

managed internally by University financial personnel. 
 
3. Funds may be invested in capital projects through the University’s Internal Lending Program, a 

program managed by University financial personnel. 
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C. PORTFOLIO COMPOSITION AND POOL ALLOCATION 
 
1. The IF shall be divided into four pools: 

 
Pool Allocation 

 
 Policy 
 Target Range Global Range 
Cash Pool (2,4,5,6) 15% 10-40% 0-40 % 
Liquidity Pool (3,4,5,6) 40% 25-60% 0-25% 
Diversified Investment Pool (DIP) (6,7,8)      35% 15-45%  
Capital Assets Pool (CAP) (89)   10% 0-15%  

     
2. The Cash Pool will be invested in a portfolio of high quality short- to intermediate-term fixed-

income securities.  The maximum average duration of the portfolio will be three years.  The Cash 
Pool will have an average quality rating of “AA”. 

 
3. The Liquidity Pool will be invested in a portfolio of high quality intermediate-term fixed-income 

securities.  The maximum average duration of the Portfolio will be five years.  The Liquidity Pool 
will have at least twenty-five percent of its funds invested in obligations of the U.S. Government 
and its agencies. The Liquidity Pool will have an average quality rating of at least “A”. 

 
4. Global strategies may be employed in the Cash Pool and the Liquidity Pool if so specified under 

individual investment manager guidelines.  Non-U.S. fixed-income securities will be subject to the 
equivalent quality and duration guidelines as domestic fixed-income securities.   

 
5. Direct and derivative investments in fixed-income substitutes may be used in the Cash Pool and the 

Liquidity Pool to improve the aggregate risk / return profile of the IF.   
 
6. Direct investments in tobacco companies are prohibited. 

 
7. Direct investment in coal companies whose principal business is the mining of coal for energy 

generation is prohibited. 
 

8. The Diversified Investment Pool (DIP) will invest directly in the Consolidated Endowment Fund 
(CEF) through the periodic purchase and sale of CEF units.  The DIP may also contain direct or 
indirect investments in targeted strategies designed to improve the risk profile and / or enhance the 
performance of the IF.  Provisions applicable to the investment in CEF units are contained in the 
“Statement of Investment Objectives and Policy for the Consolidated Endowment Fund.” 

 
9. The Capital Assets Pool may be invested in University capital projects with maturities of up to 

thirty years.   The Capital Assets Pool is capped at 10% of the IF while the range of 0 – 15% allows 
for market fluctuations. 

 
D. GUIDELINES FOR THE INVESTMENT POOLS 

 
1. The objective of the Cash Pool is to meet the day-to-day obligations of the University.  

 
2. The objective of the Liquidity Pool is to provide a liquid source of funds in the event the Cash Pool 

is insufficient to meet the University’s cash needs. 
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3. The objective of the Diversified Investment Pool is to provide a flow of financial support to 

University programs that will grow at least as fast as the rate of inflation (as measured by the 
Consumer Price Index).  In addition, the DIP shall provide a source of funds in the very unlikely 
event the Cash Pool and Liquidity Pool are insufficient to meet the University’s day-to-day 
obligations. 

 
4. The objective of the Capital Assets Pool is to provide a source of funds for University capital projects. 
 
E. GUIDELINES FOR TRANSACTIONS 
 
As a general guideline that should apply to all assets managed, transactions should be entered into on the 
basis of best execution, which is interpreted normally to mean best-realized price. Commissions may be 
designated for payment of services rendered to the University in connection with investment 
management. 
 
F. MONITORING OF OBJECTIVES AND RESULTS 
 
1. All objectives and policies are in effect until modified.  The Finance and Asset Management 

Committee with advice from the Treasurer of the Board of Regents, the Senior Vice President for 
Finance and Facilities, the Chief Investment Officer and UWINCO will review these periodically for 
their continued appropriateness. 

 
2. The IF will be monitored on a continual basis for consistency in investment philosophy; return 

relative to objectives; investment risk as measured by asset concentrations; exposure to extreme 
economic conditions; and market volatility.  Performance will be reviewed at least annually by the 
Finance and Asset Management Committee. Results will be evaluated over longer time frames 
including the inception period, running three- to five-year periods, and complete market cycles. 

 
3. The CIO will review the individual managers as needed in order to confirm that performance 

expectations remain in place. In addition, portfolio activity will be reported on a regular basis to 
UWINCO and the Chair of the Finance and Asset Management Committee.  

 
4. A statement of investment objectives and guidelines will be maintained for each public investment 

manager where the University’s assets are managed in a separate account. 
 
G. DELEGATIONS 
 
Delegations related to the management of the University’s investment portfolios are as follows: 
 
1. Board of Regents:   

a. Approve investment policies which guide the management of the University’s investment 
portfolios.  This includes but is not limited to the portfolio composition and pool 
allocation, investment objectives, pool guidelines, performance goals and delegations. 

b. Approve all interfund loans to the CEF.   
c. Approve appointment and reappointment of Regent and non-Regent UWINCO members. 
d. Approve the UWINCO “Statement of Principles” which addresses the administrative 

functioning of the Investment Committee. 
e. Approve appointment of the Chief Investment Officer. 
f. Approve appointment of the Treasurer of the Board of Regents. 
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2. Chair of the Board of Regents:   

a. Recommend members of the UWINCO for formal approval by the Board of Regents.  
Recommendations will be made in consultation with the Chair of UWINCO and the 
President of the University (and/or his designee).  

b. Designate the Chair of UWINCO. 
c. Approve investment manager appointments and direct investments when the CIO is 

unavailable or unable to do so. 
 

3. Finance and Asset Management Committee:   

a. Oversee the University’s investment programs within the broad guidelines established by 
the investment policies.  

b. Appoint the University’s investment consultant(s). 
c. Review the asset allocation and strategy recommendations of the CIO and UWINCO.  

Recommend policy changes as appropriate to the Board of Regents. 
 

4. Investment Committee (UWINCO):  

a. Advise the Finance and Asset Management Committee, the Senior Vice President for 
Finance and Facilities and the Chief Investment Officer on matters relating to the 
management of the University’s investment portfolios.  This includes, but is not limited 
to, advice on overall asset allocation, performance goals, portfolio risk, new investment 
strategies, strategy implementation, manager identification and due diligence. 

b. Adhere to the UWINCO “Statement of Principles.” 
 

5. Senior Vice President for Finance and Facilities: 

a. Oversee Capital Assets Pool usage within the broad parameters established under this 
policy statement. 

b. Administer internal fees for management and administrative activities related to the IF. 
c. Approve use of professional staff bonus pool. 
d. Assume supervisory responsibility for the CIO position. 

 
6. Treasurer of the Board of Regents:   

a. Approve investment custodian appointment(s). 
b. Assume the responsibilities of the CIO when the position is vacant.  The exceptions to this 

delegation are the appointment of investment managers and the approval of direct 
investments which are extended to the Chair of the Board of Regents. 

c. Execute securities transactions in conjunction with the day-to-day management of the 
investment program. 

d. Execute investment management agreements, limited partnership agreements, custody 
agreements and other investment related documents upon satisfactory completion of 
reviews as appropriate by the State Attorney General, outside legal counsel and the 
University’s investment consultant. 

 
7. Chief Investment Officer:   

a. Manage the day-to-day activities of the University’s investment portfolios within the 
broad guidelines established by the investment policies. 
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b. Seek the advice of the University’s investment consultant(s) and members of the 
UWINCO on issues related to the management of the investment portfolios.  Incorporate 
such advice in the implementation of the investment program.   

c. Appoint new investment managers and follow-on limited partnership investments and 
approve direct investments.  Approved investments shall fall within the policy guidelines 
adopted by the Board of Regents.   

d. Approve the dollar value of assets allocated to new and existing investment managers and 
reallocate assets among managers in accordance with long-term strategic targets.   

e. Approve individual investment manager guidelines.  
f. Monitor individual investment managers on a regular basis to ensure that performance and 

compliance expectations are met. 
g. Monitor aggregate portfolio risk. 
h. Approve use of derivatives to manage the aggregate portfolio risk/return profile. This 

includes the use of swaps, options, futures and other derivative products to adjust 
exposures, to equitize cash, or to rebalance across asset classes.   

i. Approve appropriate usage and timing of leveraged strategies within the IF.   
j. Terminate investment managers, liquidate limited partnership interests and/or reduce 

strategy exposures through other means.  This authority is typically exercised due to 
performance concerns, organizational changes, or structural considerations within the UW 
investment portfolio. 

k. Take action as appropriate in support of shareholder resolutions related to human rights in 
Burma. 

l. Engage in shareholder activism as appropriate on issues related to global climate change. 
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Treasury Office Global Climate Change initiatives  
Approved by the Board of Regents on November 13, 2013: 

 
 Initiative Status as of May 14, 2015 
1 Create a research assistant position focusing 

on alternative energy and “ESG” 
(environmental, social, and governmental) 
investment opportunities) 

Completed:  
 Hired January 2014 

 

2 Increase alternative energy investments.  
 
At 6/30/2013, approximately $12 million of 
the CEF was invested in alternative energy 
related investments.  
    
The UW will commit up to an additional $25 
million in alternative energy related 
investments.   
 
 

In Process:   
• 230 funds screened 
• Given the limited opportunity of profitable investable 

alternative fuel investments, the investment team expands 
their search to include ESG related investments 

• 10 Introductory meetings with ESG-related managers 
• Conversations with Cambridge Associates 
• Calls and meetings with data providers and peer institutions 
• January 2015, UW invests $10 million in a global 

environmental opportunities fund. 

3 Incorporate ESG factors into the investment 
analysis and decision making process. 

In Process:  
• Investment Manager Questionnaire includes questions 

regarding incorporation of ESG in the investment process 
• Approximately one third of the managers responding 

incorporate ESG factors into their investment process   
• Investment Office increasing internal discussions and 

meetings on various ESG topics. 

4 Explore opportunities for shareholder 
advocacy on climate change (e.g. voting 
shareholder proxies, co-sponsoring 
shareholder resolutions, letter writing and 
joining national organizations). 

Completed:  
 Voting Shareholder Proxies 
 Staff attending CERES and US SIF Sustainable Investment 

Forum conferences 
 Joined US Sustainable Investment Forum 

In Process:  
• Planning to join CERES and Carbon Disclosure Project 
• Preparing to co-file shareholder proposal asking Exxon to 

adopt goals for reducing total establish greenhouse gas 
emissions 

• Students and Treasury Office drafting a letter to Exxon 
regarding carbon asset risk  

5 Establish a framework for future engagement 
with students.  

Completed:  
 Two Divest UW Students hired to help with communications 

between the Treasury Office and the student group, and 
assist with shareholder engagement  

 Monthly meetings student group and Treasury staff  
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University of Washington 
Fossil Fuel and Climate Change Timeline – December 2012 to April 24, 2015 

 

 

• December 2012:  Students send petition to President Young requesting divestment from fossil fuels.  

• February 2013: Treasury Office begins a series of meetings with Divest UW students. 

• June / July 2013: Students ask the Regents to divest from fossil fuels and request an open dialogue on the 
issue during the Public Comment Period at the June and July Board of Regents’ meetings.  

• October 2013: Investments Office, in conjunction with students from Divest UW, present the Global 
Climate Change Initiatives as an information item to the Board of Regents.  

• November 2013: Board of Regents adopts proposed climate change initiatives and approves an 
amendment to the investment policies to permit shareholder advocacy on climate change issues by the 
CIO. 

• May 2014: Energized by Stanford’s announcement to divest from coal companies, Divest UW students 
request opportunity to present divestment recommendation targeted at oil sands and coal assets to the 
Board of Regents. 

• June 2014:  The students amend their proposal to be the same as Stanford University:  “The University 
will not make direct investments of endowment funds in publicly traded companies whose principal 
business is the mining of coal for use in energy generation.” 

• November 13, 2014:  Students present during public comment period at the November 13 Board of 
Regents’ meeting and stage a rally before the meeting.    

• January 8, 2015:  Students present during public comment period at the January Board of Regents’ 
meeting.   

• January 13, 2015: ASUW voted 59-9 in favor of divestment from coal companies – resolution uses Stanford’s 
coal company definition.  “…cease all new investments and remove any remaining investments of endowment 
funds in publicly traded companies whose principal business is the mining of coal for use in energy generation.”  

•  January 26, 2015:  Regent Harrell, Regent Smith and Regent Brown meet with students.  

• March 12, 2015:  Students present Information Item on coal divestment at the Board of Regents’ 
Finance and Asset Management Meeting  

• April 24, 2015:  Regent Harrell, Regent Smith and Regent Brown meet with students.  
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UW INVESTMENT OFFICE  February 2015  

 

Portfolio Impact Analysis from Divestment of Coal and All Fossil Fuels 

 

 

SUMMARY:  This memo summarizes the potential impact to the University CEF of divestment 
from direct investments in all fossil fuels and in coal exposure alone.   

We estimate fossil fuel divestment would cost the CEF approximately $250 million over 20 years.  
Fossil fuels play a critical diversification role that protects the CEF during periods of inflation.   

Coal’s projected impact to CEF portfolio performance would be $39 million.  A more narrow 
definition based on thermal coal would result in an impact of $13 million, as detailed below.   

 

Estimated impact to CEF from divestment based on prior performance* 

  

Projected impairment 
due to fossil fuel 

divestment  

Projected impairment 
due to full coal 

divestment  

Projected 
impairment due 
to thermal coal 

divestment 

      
Annual Cost Impact on Rolling 
CEF returns from divestment -20 bps -3 bps -1 bp 
      
Cumulative Cost Impact on CEF 
Market Value over 20 years ($250,000,000) ($39,000,000) (13,000,000) 
      
Cumulative Cost Impact on CEF 
Distributions over 20 years ($58,000,000) ($9,000,000) (3,000,000) 

*Estimates based on analysis of historical monthly returns of market indices and applied to UW CEF policy portfolio.  
Source data provided by MSCI, a global provider of stock market indices. 
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ENDORSEMENT FOR DIVESTMENT AT UW 
As of April 8, 2015 

 
Associated Students of the University of Washington (ASUW) Senate  

May 28, 2013:  ASUW Senate votes 52-20 to support the Global Climate Change Initiatives and encourage the UW 
to freeze any new direct investment in fossil fuel companies and urges the President and the Board to “find 
options for investing  the endowment in a way that further maximizes the positive impact of the fund by seeking 
out investments in opportunities to limit the effects of burning fossil fuels or help to mitigate its effects including, 
but not limited to, clean technology, renewable energy, sustainable companies or projects and sustainable 
communities.” 

January 13, 2015:  ASUW Senate votes 59-9 in support of Resolution 4 calling for “the Board of Regents of the 
University of Washington immediately instruct the UW Treasury to cease all new investments and remove any 
remaining investments of endowment funds in publicly traded companies whose principal business is the mining of 
coal for use in energy generation.”  
  
Graduate and Professional Student Senate (GPSS)  
 
June 4, 2014:  GPSS votes unanimously in favor of a resolution that “requests that the Board of Regents of the 
University of Washington immediately instruct the UW Treasury to divest the endowment from direct holdings in 
oil sands, tar sands, and coal assets.”   
 
 
The following groups have signed an on-line petition in favor of fossil fuel divestment at the University of 
Washington: 
350 Seattle 
African Student Association 
Associated Students of the University of Washington 

Student Senate (ASUW) 
Black Student Union 
Climate Solutions 
Climbing Team at University of Washington 
EcoReps 
Evans Student Organization, Evans School of Public 

Affairs 
HIV Awareness and Research Exposed 
International Socialist Organization 
Polynesian Student Alliance 
Residence Hall Student Association (RHSA) 
SEED 
Socialist Alternative 

Society for Ecological Restoration 
Somali Student Association 
Student Association for Green Environments 
Student Food Cooperative 
Sustainability Organization 
UAW 4121 
United Students Against Sweatshops 
UW Black Lives Matter 
UW Forest Club 
UW Real Food Challenge 
UW Student Farm 
Washington Public Interest Research Group 

(WashPIRG) 
The Wildlife Society 
Yogis at UW 
Young Democrats 

 
Approximately 700 Students have signed onto a petition in favor of fossil fuel divestment at the University of 
Washington 
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Response to Divestment by Other College and University Endowments as of April 16, 2015 
 

Decline to Divest from Fossil Fuel: 
Institution  Private/Public State Province 2014 Endowment ($000s) 

Harvard University Private MA 35,883,691 
Yale University Private CT 23,900,000 
Duke University Private NC 7,036,776 
Cornell University Private NY 5,889,948 
University of Colorado Public CO 2,700,000 
Pomona College Private CA 2,101,461 
Swarthmore College Private PA 1,876,669 
Georgetown University Private DC 1,461,276 
Middlebury College Private VT 1,081,894 
Vassar College Private NY 974,180 
American University  Private DC 535,390 
Haverford College Private PA 494,570 
University of Oregon Foundation Public OR 627,004 
Dalhousie University Private NS 459,475 
Seattle University Private WA 210,600 
Bryant University Private RI 172,809 
University of Rhode Island Public RI 110,000 
Western Washington University Foundation Public WA 47,233 

 

Decline to Divest from Coal 
Brown University Private RI 2,999,749 

 

Divest from Coal 
Stanford University Private CA 21,446,006 
University of Maine Foundation Public ME 189,151 

 
Divest 25% of Fossil Fuels 

California Institute of the Arts Private CA 137,535 
 

Divest from Fossil Fuels 
Syracuse University  Private NY 1,200,000 
University of Dayton Private OH 510,107 
Peralta Community College Private CA 186,758 
Pitzer College Private CA 134,289 
San Francisco State University Foundation Public CA 65,385 
The University Foundation, Cal. State U., Chico Public CA 52,563 
College of the Atlantic Private ME 46,500 
Hampshire College Private MA 37,567 
Foothill-De Anza Community College Public CA 33,000 
Humboldt State University Advancement 
Foundation 

Public CA 27,724 

Unity College Private ME 15,000 
Sterling College Private KS 5,600 
Naropa University Private CO 5,000 
Prescott College Private AZ 4,600 
Green Mountain College Private VT 2,926 

 

Note:  Public Colleges and Universities are in Italic  
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SUSTAINABILITY:
IT’S IN OUR NATURE

THERE’S MORE THAN PURPLE 

AND GOLD PULSING THROUGH 

THE VEINS OF UNIVERSITY 

OF WASHINGTON STUDENTS, 

FACULTY, STAFF, ALUMNI 

AND COMMUNITY MEMBERS. 

THERE’S GREEN, TOO. 

SUSTAINABILITY IS BOTH A 

WAY OF BEING AND THINKING 

AT THE UW, AND THAT’S WHY 

WE’RE AT THE FOREFRONT OF 

ENVIRONMENTAL RESEARCH 

AND LEADERSHIP. IT’S PART 

OF OUR LARGER COMMITMENT 

TO CREATING A WORLD OF 

GOOD FOR TODAY AND FOR 

GENERATIONS TO COME.

�From�the�football�field�to�the�UW�Farm,�Huskies�are�determined�to�make�
a�difference�for�the�global�environment�by�leading�change,�big�and�small. 

>  Husky Stadium diverted nearly 70 percent of its waste from landfills during  
the 2013 football season. 

> 100 percent of campus electricity sources are carbon neutral. 

>  More than 50 percent of students living on campus in Seattle reside in  
LEED-certified housing, which includes four LEED-certified residence halls. 

>  There are more than 40 sustainability-focused student groups active  
on campus. 

>  In 2014, the student-led organization UW Solar led efforts to install 128 solar 
panels on the roof of Mercer Court’s A Building.

GOING GREEN  
FOR THE GREATER GOOD

Huskies�know�that�change�starts�here.�And�it�starts�now.�That’s�why�
students,�faculty�and�staff�across�campus�actively�seek�solutions�to�the�
most�pressing�environmental�issues�facing�our�communities�today.� 

>  Encouraging students to develop, create and implement ideas, the  
Campus�Sustainability�Fund�(CSF) has awarded more than $1.1�million  
to sustainability projects since 2010. 

>  Promoting sustainable research, the Green�Seed�Fund has provided more 
than $500,000 to sustainability projects since 2013.

DEVELOPING FUTURE 
ENVIRONMENTAL LEADERS

PURPLE, GOLD AND GREEN

Learn more at green.uw.edu

Spread the word #sustainableUW
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>  Named to the Princeton Review’s 2014 Green Honor Roll for the fourth  
straight year 

>  Winner of the 2014 International Sustainability Campus Network (ISCN) 
Excellence in Integration Award for embedding sustainability management in 
campus operations, research and teaching

>  Ranked Gold on sustainability performance according to the Sustainability 
Tracking, Assessment & Rating System (STARS)

>  Earned ENERGY STAR Certification from the U.S. Environmental Protection 
Agency for the UW Tower Data Center — one of only 22 U.S. data centers  
to qualify

>  Recipient of a Top 25 Environmental Excellence Award from Practice 
GreenHealth for UW and Harborview Medical Centers 

STANDING UP FOR  
SUSTAINABILITY: AWARDS AND  
RECOGNITION HIGHLIGHTS 

A GREENER FUTURE 

The UW is a signatory of the 
Washington Business Climate 
Declaration (sponsored by  
Ceres) and a charter signatory 
of the American College & 
University Presidents’ Climate 
Commitment. Both agreements 
underscore the UW’s dedication  
to making a difference.

Across�campus,�researchers�are�working�toward�a�sustainable�future.�How?�Here�are�just�a�few�examples:

>  The UW�Clean�Energy�Institute is accelerating the creation of a clean energy future by advancing next-generation solar energy 
and electrical energy storage materials, devices and systems as well as researching energy storage and grid integration.

>  The Future�of�Ice�Initiative is facilitating cross-disciplinary partnerships across the University to expand and strengthen polar 
research, develop educational resources to build future leaders in science and policy, and implement outreach activities.  

>  The UW�Applied�Physics�Laboratory is tackling a range of challenges involving ocean research and engineering, environmental 
and information systems, and more.

INVESTING IN THE PLANET’S FUTURE  
THROUGH WORLD-CLASS RESEARCH

BE BOUNDLESS
GREEN.UW.EDUPAGE 2 / Updated 05/15
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Spread the word #sustainableUW
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Biography 

Simon Billenness 

 

Described by the New York Times “a super‐specialist” in human rights advocacy, I have over 20 years of 
experience helping investors, non‐profits, universities, communities, and unions use their power to hold 
corporations accountable. 

At  the  socially  responsible  investment  firm Trillium  Asset  Management,  I  pioneered  the  use  of 
shareholder pressure on oil, gas, and mining companies operating  in countries  racked by conflict and 
burdened  by  repressive  regimes  in  Burma,  China,  East  Timor,  and  Nigeria.   I  also  worked  with 
Greenpeace and U.S. PIRG to file the first shareholder resolutions at BP on climate change. 

As part of  the  Free Burma movement,  I  also  championed  the use of  state  and  local Burma  selective 
purchasing  and  investment  laws.  I  co‐authored  the Massachusetts  Burma  Law with  state  rep.  Byron 
Rushing and led the campaign to first enact and then defend the law from challenge at the World Trade 
Organization and in the U.S. Supreme Court. 

At Oxfam America,  I helped communities around  the world affected by Newmont – and other mining 
companies – organize support from shareholders and campaign to protect their lands and livelihoods.  I 
also created a coalition of social  investors that successfully pressed Procter & Gamble to start offering 
Fair Trade Certified coffee through its Millstone brand. 

As  Co‐chair  of  the Business  and Human  Rights Group of Amnesty  International USA,  I  have  built  the 
capacity of staff and members to put effective pressure on companies to respect human rights.  In this 
role,  I  often  advise  students,  administrators,  and  faculty  on  how  to  influence  university  endowment 
investment policies. 

I  served  on  the  Board  of Directors  and  as  Executive Director  of  the U.S.  Campaign  for  Burma. I  also 
served on the Committee on Socially Responsible Investment of the Unitarian Universalist Association.  I 
especially love my role as an advisory board member of both SumOfUs and the Harry Potter Alliance. 
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Presentation to: 
 

University of Washington, Seattle 
Board of Regents 

 
Shareholder Activism and Divestment: 
Key Considerations and Decision Points 

 
Simon Billenness 

President 
CSR Strategy Group 

simon.billenness@csrstrategygroup.com 
(617) 596-6158 (cell) 

 

 

 

Executive Summary 

1. What is the Right Moral Choice?  

a. Ethical Investment vs. Socially Responsible Investment 

2. What is the Impact?  

a. Divestment vs. Shareholder Activism 

3. What Are the Steps of Shareholder Activism? 

a. Power of Shareholder Activism 
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1. What is the Right Moral Choice?  Ethical Investment vs. Socially Responsible Investment 

Many investors decide to incorporate moral criteria in their investments.  These investors may be 
values-based, such as religious institutions.  Other investors may be mission-based, such as a university.  
In such cases, it is important to distinguish and choose between the two ways in which investors can 
choose to express their values: ethical investment and socially responsible investment. 

Ethical investment is the approach whereby investors first define their moral values or mission.  Then 
the investor evaluates the industry sectors and companies in its portfolio against those values.  An 
example would be a healthcare foundation with a mission that is counter to investing in tobacco 
companies. 

Ethical investment is an approach that is inward-focused.  It is implemented primarily through 
divestment of companies that fail to meet certain moral criteria. 

Socially responsible investment is the approach in which investors evaluate the impact that its portfolio 
companies have on society and the environment. Socially responsible investors seek to use their power 
as shareholders to bring them in line with their values. 

Socially responsible investment is an approach that is more outward-focused. It is implemented 
primarily through shareholder activism that may include direct dialogue with portfolio companies and 
the filing of resolutions at annual shareholder meetings. 

Mission-based investors, such as universities, need to consider how they wish to express their values 
through a combination of ethical investment (exclusion and divestment) and socially responsible 
investment (shareholder activism).   

That decision should be informed by an understanding of the relative impact of stock divestment versus 
shareholder activism. 

 

2. What is the Impact? Divestment vs. Shareholder Activism 

Divestment (or exclusion) of stock by an investor is primarily a symbolic action. It involves an investor 
divesting itself of stocks by selling them to another investor.  It has no direct impact on the company or 
its bottom line.  In most cases, the company will not be aware of the divestment unless it is sufficiently 
large or made public.   

The symbolism of divestment can be significant politically. In politics symbolism is powerful and can be 
used to effect political change. Divestment of stock - particularly by universities, cities, and state 
governments, of companies doing business in apartheid South Africa was an effective organizing tool in 
putting grassroots pressure on Congress to enact sanctions on South Africa in the 1980s. Today, 
divestment of stock in fossil fuel companies is similarly helping to organize a similar grassroots 
movement to force governments to counter climate change. 

Divestment may have impact on an investor’s financial returns.  Divestment can be ill-timed in terms of 
stock market prices and/or expensive in terms of transaction costs.  By limiting the scope of investable 
stocks, divestment may reduce future portfolio returns. 
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Shareholder activism involves investors using their power as shareholders to put pressure on companies 
to change their behavior. Shareholder activism can range from private conversations with company 
officials to publicly filing shareholder resolutions and using the publicity around a company’s annual 
shareholder meeting to press for specific changes in a company’s policy and practices. 

Shareholder activism has demonstrated track record of changing company behavior.  This can be seen 
across a broad range of environmental, social, and governance issues. Through organizations – such as 
the Interfaith Center on Corporate Responsibility, Ceres/Investor Network on Climate Risk, and Council 
of Institutional Investors – religious institutions, public pension funds, socially responsible investment 
firms, trade unions, and university endowments have worked together to produce a significant record of 
achievement in changing the behavior of companies and entire industries. 

Shareholder activism works in changing company behavior.  But it is not effective in forcing companies 
to abandon their core business.  In the case of companies with a harmful core business, such as the 
tobacco companies, investors have generally preferred to divest their stocks rather than engage in 
shareholder activism. 

Shareholder activism has no impact on overall portfolio returns.  This approach does not alter an 
investor’s portfolio.  It simply ensures that the investor uses its power as a shareholder with the stocks 
that it owns. 

 

3. What Are the Steps of Shareholder Activism? 

Shareholder activism works in changing company behavior.  But it is not effective in forcing companies 
to abandon their core business.   

Typically, investors will experiment with increasingly stronger forms of shareholder pressure to discover 
which, if any, result in the desired changes in corporate behavior.  Steps in shareholder activism include: 

- Private dialogue with company executives or board members 
- Public letter to company followed by further dialogue 
- Private and/or public dialogue with company in collaboration with other shareholders, likely 

through ICCR, CERES, CII, or other shareholder organization 
- Filing a shareholder resolution  
- Soliciting the support of other shareholders for a resolution either directly or through proxy 

advisory services 
- Supporting alternative, independent director(s) for election to the board of directors 

Investors can make many asks of companies short of exiting their core business.  

In the case of fossil fuel companies, shareholders can address climate change by pressing companies to: 

- End fugitive emissions of methane gas in a company’s extraction and transportation of natural 
gas 

- Fully respecting communities right to free, prior, and informed consent to any corporate 
operations in their community 
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- Disclose or end lobbying of elected officials in opposition to government regulations and curbs 
on emissions of carbon dioxide and other global warming gases 

- Shift investment away from exploration and development of new carbon-based fuels and 
instead direct the funds to investments in renewable energy or returning the cash to investors 
as dividends 

In the case of private prison companies, shareholders can press companies to:  

- End abusive practices on prisoners, such as use of stun belts 
- Improve overall prison conditions 
- Shift from punitive to rehabilitative treatment of prisoners 
- End lobbying for laws that increase demand for incarceration, such as new restrictions and 

crackdowns on undocumented immigrants and mandatory sentencing of non-violent drug 
offenders 
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Executive Summary

What is the Right Moral Choice? 
– Ethical Investment vs. Socially Responsible 

Investment
What is the Impact? 
– Divestment vs. Shareholder Activism

What Are the Steps of Shareholder Activism?
– Power of Shareholder Activism
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What is the Right Moral 
Choice?

Ethical Investment vs. Socially Responsible 
Investment
Ethical Investment: inward-focused and uses 
divestment
Socially Responsible Investment: outward-
focused and uses shareholder activism
Understand how you wish to express your 
values
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Divestment is primarily symbolic
– But symbolism can be politically significant

Divestment can affect portfolio returns
Shareholder activism has success record in changing 
corporate behavior
Shareholder activism does not change the portfolio or 
have any affect on portfolio returns

What is the Impact?
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Shareholder activism includes:
– Private dialogue with top executives and board directors
– Public letters and public dialogue
– Private and/or public dialogue in collaboration with other 

shareholders through ICCR, Ceres, CII, etc.
– Filing shareholder resolutions
– Soliciting support for resolutions from other shareholders
– Supporting alternative, independent candidates for board

What are the steps of shareholder 
activism?
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