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s part of the rapidly expanding fossil-fuel

divestment movement, a wide range of investors,

from philanthropic foundations and faith-
based institutions to family offices and high-net-worth
individuals, has pledged to divest from fossil fuels and
invest in solutions to climate change. As of December 2016,
one year after the 2015 Paris Climate Conference, the
DivestInvest initiative announced that the value of assets
committed to some level of divestment from fossil fuel
companies had reached $5.2 trillion.

At the same time, growing numbers of impact investors

are seeking opportunities to mobilize a fuller array of their
portfolios in pursuit of beneficial social and environmental
impact, alongside financial returns. The 2015 SOCAP
conference in San Francisco included a dedicated Divest-
Invest thematic track where impact investing practitioners
and thought leaders came together to explore high-impact,
fossil-free investment opportunities emerging across asset
classes. Building upon those conversations at SOCAP15,

a consortium of organizations has developed a total
portfolio approach to fossil-free investing with impact.
This paper provides the results of that initial effort. Dubbed
the “"Clean 15,” this Divest-Invest portfolio includes 15
examples of investment strategies across five major

asset classes commonly found in diversified institutional

investor portfolios: public equity, fixed income, private
equity and venture capital, private debt, and real assets.

In developing the portfolio, the consortium sought out
fossil-free investment strategies pursuing solutions to
climate change and other environmental challenges, in
themes ranging from renewable energy to sustainable
infrastructure, from organic agriculture to clean
technology. In order to respond to the needs of mission-
driven institutional investors, the Clean 15 portfolio
focuses on active managers with demonstrable track
records of generating high social and environmental
performance and competitive financial returns. The
portfolio has an explicit domestic bias, with a strong
preference for strategies integrating social impact, in
addition to environmental performance. These various
constraints, developed by the consortium, limited the
potential universe of investment opportunities, but

also sharpened the focus of the research and portfolio
construction process. However, the initiative, now known
as the Clean Portfolio Project, is currently broadening its
work beyond the Clean 15 to include new asset classes,
expanded selection criteria, and additional strategies,
including portfolios for both institutional and individual
investors. _|_
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SELECTION CRITERIA

e FOSSIL FREE at a minimum no exposure to the 200
largest coal, oil, or natural gas companies, with a
strong preference for strategies that seek lower carbon
investments across all sectors

e ACTIVE MANAGEMENT active security selection rather
than passive fossil-free indexing

INVESTMENT THEMES

O O

CLEAN COMMUNITY

ENVIRONMENTAL

CLIMATE SOLUTIONS strong, explicit focus on
solutions to climate change and other environmental
opportunities

SOCIAL IMPACT preference for strategies with positive
social impact in addition to environmental impact

DOMESTIC FOCUS North American geographic focus,
with a preference for domestic strategies

TRACK RECORD minimum three-year track record for the
strategy or an equivalent predecessor fund

INSTITUTIONAL QUALITY standardized presentation
of financial returns and institutional structure of
management fees

MULTIPLE RETURNS preference for competitive,
benchmarked financial returns and strong environmental
and social returns

GREEN RENEWABLE

TECHNOLOGY

SUSTAINABLE
FOOD AND
AGRICULTURE

#CleanPortfolio

DEVELOPMENT

SUSTAINABLE
FORESTRY

FINANCE

TRANSPORTATION

BUILDING

SUSTAINABLE
COMPANIES

ENERGY

WATER



PUBLIC EQUITY

Global Environmental
Opportunities Strategy (GEOS)

Green Alpha

ADVISORS
Green Alpha Next Economy
Select (GANES)

TRILLIUM

Sustainable Opportunities

PRIVATE EQUITY &
VENTURE CAPITAL

North Sky

CAPITAL

Alliance Fund Il

renewal
Funds

Investing for Change

Renewal3 Investment Fund

VENTURES

SJF Ventures IV, L.P.

FIXED INCOME

W Breckinridge

CAPITAL ADVISORS

Intermediate Sustainable
Government Credit Strategy,
Fossil Fuel Free Mandate

COMMUNITY

CAPITAL MANAGEMENT

Impact Investing Since 1999

CRA Qualified Investment Fund
(Institutional Shares)

4 SHELTON

CAPITAL MANAGEMENT

Shelton Municipal Bond
Portfolio Strategy

PRIVATE DEBT

)3
CRAFT
Craft3 Community Impact
Investment Note

IROQUOIS
Valley Farms

lnwcs»hngwth |mpact

Young Farmer Land Access Notes

& © REINVESTMENT
o ¢ FUND

Promissory Notes

15%

PRIVATE EQUITY
& VENTURE CAPITAL

40%
PUBLIC EQUITY

S%
PRIVATE
DEBT

REAL ASSETS
. Farmland LP

Investing in Sustainability™

Vital Farmland REIT

FIXED INCOME

@ Jonathan Rose Companies

Affordable Housing
Preservation Strategy

Thre
g LyMeE TIMBER
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Lyme Conservation and
Mitigation Strategy
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NOTE ON SPONSORSHIP

Inclusion in the portfolio is based solely on the selection criteria.
Sponsors of the initiative provide critical underwriting for the
project, including research and publication, but sponsorship is
not a criterion for inclusion in the portfolio. As the consortium
broadens beyond the Clean 15, the Clean Portfolio Project
welcomes the participation of additional funding partners to
sponsor this new phase of work.

DISCLAIMER

This document is for informational and educational purposes only. It
does not constitute investment, legal, tax, accounting, or other pro-
fessional advice. Nor does it constitute an endorsement of, an offer
to sell, the solicitation of an offer to purchase, or a recommendation
to invest in any particular security or investment product.

Information contained herein pertaining to specific organizations
and investment products has been derived from publicly available
sources as well as materials provided directly to Croatan Institute
by organizations mentioned herein. Croatan Institute assumes no
responsibility for the accuracy or completeness of such information.

Allinvestments involve risk —including loss of principal. An investor
should consult with an investment professional before making any
investment decisions. Any prior investment results provided herein
are for illustrative purposes only and are not indicative of future
investment results. There can be no guarantee or assurance that
investments will perform similarly to past investments described
herein.
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