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ABSTRACT	
	

Private	investment	in	environmental	real	assets	has	increased	over	the	past	decade	due	to	their	
low	correlation	with	financial	markets,	inflationary	hedge	benefits,	and	connection	to	impact	
investing.	As	investment	funds	begin	to	manage	these	assets,	concerns	arise	over	environmental	
accounting	practices.	To	better	understand	which	impact	metrics	funds	currently	use	and	what	
motivates	measurement,	we	interviewed	19	fund	managers	from	environmental	real	assets	
funds.	Results	revealed	that	current	impact	metrics	schemes	are	disparate	within	and	between	
asset	types.		Funds	are	motivated	to	collect	environmental	data	by	internal	and	external	drivers,	
including	voluntary	certifications,	regulations,	and	investor	requirements.	If	environmental	
accounting	is	to	mature,	fund	managers,	investors,	wealth	advisors	and	environmental	
professionals	must	align	expectations	of	metrics	and	reporting.	

	 	



	
MP_Final_CoppSpenceKent.docx	 	 	

4	

EXECUTIVE	SUMMARY		
In	the	midst	of	global	resource	scarcity	and	environmental	stress	brought	about	through	human	
activity,	Environmental	Real	Asset	investment	is	of	growing	interest	and	investment.		Where	
Real	Assets	can	include	infrastructure,	commodities	such	as	oil,	and	real	estate,	Environmental	
Real	Assets	derive	their	value	directly	from	natural	processes.	Investors	in	this	space	include	
high	net	worth	individuals,	family	offices,	and	a	range	of	institutional	investors	interested	in	
committing	capital	to	meet	a	variety	of	needs.		As	there	are	little	public	data,	measuring	the	
environmental	impact	of	these	investments	is	a	key	concern	of	those	dedicated	to	
environmental	management.	

For	this	research,	we	surveyed	19	funds	that	invest	directly	in	5	Environmental	Real	Assets:	
timber,	agriculture/rangeland,	water	rights,	wetland	mitigation	services,	and	fisheries	quota	
shares.		We	asked	primary	research	questions:		

1. What	environmental	metrics	are	funds	collecting?	
2. What	motivates	funds	to	collect	environmental	data?		
3. What	roll	do	investors,	wealth	advisors,	regulators,	and	certifying	entities	paly?	

	
We	found	the	use	of	disparate	metrics	by	funds	both	within	and	across	asset	type.	The	unique	
characteristics	of	each	asset,	the	presence	of	regulations/certifications,	lack	of	environmental	
expertise,	and	varying	investor	requirements	drove	this	inconsistency	in	metrics.		Certifications	
and	regulation	provided	for	some	standardized	metrics,	but	were	not	platforms	for	
competition.	

Investors	motivated	the	majority	of	environmental	accounting	efforts.		Other	motivators	
included	correlation	to	financial	performance,	marketing	and	sales,	the	fund’s	mission,	
regulation,	consumer	and	supply	chain	demand,	and	due	diligence	processes.	

Funds	competed	for	capital	based	on	marketing	of	procedures	and	protocols	for	environmental	
metrics,	not	the	environmental	performance	of	their	assets.		This	was	largely	driven	by	
Institutional	Investors	who	require	impact	policies	and	typically	do	not	scrutinize	real	impact.		
Whether	funds	identified	as	conventional	or	impact	did	not	determine	their	environmental	
accounting	efforts.	

Nearly	all	fund	managers	called	for	a	consolidation	of	impact	metrics,	with	the	goal	of	better	
understanding	environmental	impact.		Wealth	advisors	may	play	a	significant	role	in	the	efforts	
to	consolidate	impact	metrics	that	funds	collect	into	a	single	unified	framework.		Indeed,	fund	
managers	and	investors	are	beginning	to	see	standardized	frameworks	for	impact	metrics	
emerging	from	organizations	such	as	the	Global	Impact	Investing	Network.		It	remains	to	be	
seen	if	these	frameworks	can	be	widely	adopted.	

We	see	the	need	for	more	environmental	expertise	in	environmental	real	asset	investing.		
Investors,	fund	managers,	and	wealth	advisors	are	all	trying	to	verify,	interpret,	and	report	
environmental	metrics,	but	have	varying	(and	often	little)	environmental	expertise.		We	expect	
stronger	regulation	in	fisheries,	water	rights,	and	mitigation	banking,	and	slow	progression	
towards	standardization	through	metrics	and	other	efforts	for	timber	and	agriculture.		Investors	
will	slowly	gain	sophistication,	while	their	disparate	interests	may	not	change.	



	
MP_Final_CoppSpenceKent.docx	 	 	

5	

1.0	-	INTRODUCTION	
Private	investment	funds	are	consistently	looking	to	provide	opportunities	for	competitive	
market	returns	and	non-market	correlated	investments	with	varying	time	horizons	to	diverse	
sets	of	institutional	and	individual	investors.		As	widespread	concern	over	climate	change	and	
natural	resource	depletion	grows,	investors	are	also	increasingly	including	mission	driven	goals	
as	explicit	investment	objectives.		Fund	managers	and	investors	have	been	turning	to	
environmental	real	assets	(a	suite	of	real	assets	that	rely	on	ecological	systems	to	generate	cash	
flows	such	as	timber,	agriculture,	wetlands	mitigation,	and	others)	to	achieve	a	combination	of	
investment	objectives,	as	each	asset	provides	a	different	mix	of	risk,	portfolio	diversification,	
time	horizon,	financial	return	and	environmental	return.		The	general	perception	among	
conventional	investors	has	long	been	that	impact	investments	–	whether	environmental,	social,	
or	governance	–	often	scale	inversely	to	financial	goals,	relegating	these	assets	to	investments	
through	philanthropy	and	mission	driven	investing.	However,	to	increase	the	amount	of	capital	
that	will	flow	into	impact	and	environmental	real	assets	into	the	future,	this	perception	must	be	
negated	through	data.			
	
With	this	rise	of	impact	and	environmental	real	assets	investing,	investors	are	demanding	not	
just	market-rate	financial	returns,	but	quantifiable	environmental	gains	as	well.		To	this	end,	
they	are	turning	to	Investing	with	such	objectives	of	social	or	environmental	return	is	often	
referred	to	as	‘Impact	Investing.’	However,	this	ignores	the	billions	of	dollars	invested	
conventionally	in	environmental	real	assets	that	generate	environmental	outcomes	but	fall	
outside	the	strict	definition	of	‘Impact’.		When	referring	to	the	positive	change	in	the	
environment	generated	by	investments	we	use	the	term	“Environmental	Returns”	which	
includes	both	impact	investments	and	conventional	investments,	and	emphasizes	
quantification	and	reporting.	By	focusing	on	how	funds	currently	measure	their	environmental	
returns,	as	well	as	whether	and	how	investors	seek	environmental	return	data,	this	project	
seeks	to	forecast	the	possible	future	of	metrics	in	environmental	real	assets	investing.	

	

1.1	-	Overview	Of	Impact	Investing	&	Responsible	Investing	
“Impact	Investments	are	investments	made	into	companies,	organizations,	and	
funds	with	the	intention	to	generate	social	and	environmental	impact	alongside	
a	financial	return.”	

–	Global	Impact	Investing	Network	(GIIN)	
	

There	is	much	confusion	around	impact	investing	and	other	terms,	such	as	responsible	social	
investing,	sustainable	investing,	and	environmental	social	and	governance	(ESG).		As	a	brief	
history,	Sustainable	and	Responsible	Investing	(SRI)	is	a	term	given	to	a	movement	that	started	
decades	ago.		In	the	1960’s	in	the	United	States	it	took	hold	as	civil	rights	and	environmental	
stewardship	issues	came	to	the	forefront	of	American	society.		The	movement	has	over	time	
called	for,	among	other	things,	divestments	from	fossil	fuel	industries,	nuclear	power,	weapons	
manufacturers,	and	government	bonds	held	in	countries	with	significant	ongoing	social	or	civil	
matters.		These	issues	generally	fall	into	three	categories,	environmental,	social,	and	
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governance	(ESG).		From	here	we	get	the	term	ESG,	which	is	a	lens	that	can	be	applied	across	
investment	types	and	asset	classes.i	As	of	2014,	it	was	estimated	that	there	were	USD6.57	
Trillion	invested	using	SRI	principles,	up	from	USD639	Billion	in	1995	with	half	being	in	the	
United	Statesii.	While	in	Europe,	ESG	integration	has	grown	from	€	0.6	trillion	to	€	3.2	trillion	
from	2005	to	2011iii.		Currently,	it	is	estimated	21.8%	of	total	managed	assets	globally	employ	a	
sustainable	investment	strategy	in	some	formiv.	

Principles	for	Responsible	Investing	(PRI)	is	another	framework	often	used	within	the	SRI	space.		
PRI	is	a	United	Nations-backed	governance	system	for	ESG	considerations.	Investors	who	have	
signed	on	to	PRI	has	grown	10	fold	to	1,188	in	7	years	starting	in	2006.		Signatories	believe	that	
incorporating	environmental,	social	and	governance	factors	influences	their	ability	to	attract	
capital	and	the	portfolios’	performancev.		Refer	to	the	appendix	for	the	full	list	of	PRI	principals.		

While	the	concept	of	responsible	investment	arose	in	the	US	in	the	1960s,	the	term	Impact	
Investing	dates	back	to	2008,	and	implies	that	the	investment	fosters	the	creation	of	
environmental	or	social	returns	alongside	financial	returnsvi.		In	theory,	this	is	clear	to	
understand;	in	practice	it	becomes	more	nuanced.		It	could	be	argued	that	all	funds	and	
investments	have	environmental	or	social	impact,	whether	good	or	bad	is	up	to	our	beliefs	and	
goals.		Predictably,	Impact	Investing	implies	positive	results.	To	clarify	this,	the	Global	Impact	
Investing	Network	(GIIN)	identifies	three	characteristics	of	Impact	Investing:			

1. There	is	intentionality	in	generating	positive	non-financial	returns	as	a	result	of	invested	
capital.		

2. There	is	a	return	on	investment,	ranging	from	return	of	capital	to	concessionary	returns	
(below	market	rate)	to	risk-adjusted	market	rate	returns.		

3. Impact	is	measured	and	reported,	allowing	for	transparency	and	accountabilityvii.	
	

The	measurement	process	involves	stated	objectives,	targeted	metrics,	monitoring	of	progress,	
and	reporting.		“To	meet	the	basic	definition	of	impact	investment,	we	must	match	intentions	
for	proactive	impact	with	measurement	of	those	results”viii.		This,	however,	leaves	open	a	
number	of	questions	about	what	types	of	metrics	are	to	be	used	within	and	across	asset	types,	
and	how	and	to	whom	reporting	happens.	

In	an	attempt	to	address	the	issue	of	metrics	and	help	create	the	building	blocks	of	impact	
measurement,	the	Global	Impact	Investing	Network	(GIIN)	developed	a	catalogued	system	of	
metrics	that	attempted	to	create	a	standard	language	for	those	measuring	impact	to	talk	in.	
This	library	of	uniform	metrics	is	called	IRISix.	IRIS	only	provides	standard	definitions	and	acts	as	
the	backbone	impact	measurement	frameworks.	Currently,	GIIN	is	promoting	the	Global	Impact	
Investing	Rating	System	(GIIRS)x.		GIIRS	is	the	only	tool	with	any	scale	that	attempts	to	use	IRIS	
metrics	to	help	rate	the	impact	of	investments.	However,	this	tool	has	seen	little	in	the	way	of	
adoption	and	is	largely	focused	on	social	impact.	Adoption	of	tools	like	GIIRS	are	further	
challenging	because	impact	investing	is	incredibly	broad.		

Impact	investments	span	a	number	of	markets	and	sectors.		It	may	include	investment	in	small	
businesses,	microfinance,	and	investments	in	education	on	the	social	side.	It	may	also	include	
investments	in	energy	infrastructure,	sustainable	products,	renewable	energy,	and	in	broader	
climate	solutions.		Investments	can	also	take	a	number	of	forms,	from	fixed	income,	to	private	
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equity	and	venture	capital,	to	public	equity,	and	finally	real	assets	(also	sometimes	referred	to	
as	direct	investments)xi,xii.		Finally	the	range	of	investors	within	the	impact	sector	range	widely.		
In	the	impact	space	we	see	that	pension	funds,	foundations,	insurance	companies,	family	
offices	and	high-net-worth	individuals,	as	well	as	development	organizations	and	diversified	
financial	institutions	have	all	either	identified	themselves	as	impact	investors	or	have	set	
allocations	within	their	portfolio	for	in	vesting	for	impactxiii.	

Impact	investing	has	received	a	huge	amount	of	attention	not	only	within	financial	markets,	
however,	it	is	just	a	portion	of	total	funds	designated	for	sustainable	and	responsible	strategies.	
The	total	global	investment	into	sustainable	and	responsible	strategies	is	approximately	USD	
13.6	trillion.	A	2014	survey	by	JP	Morgan	and	the	GIIN	showed	that	124	impact	investors		
intended	to	invest	USD	12.7	billion	in	2014.		This	is	20%	higher	than	what	they	deployed	in	
2013.		Together	all	124	investors	manage	over	USD	46	billion	in	impact	investmentsxiv.	While	
the	respondents	differ	in	each	of	the	years,	there	is	a	clear	upward	trend.	

Understanding	the	characteristics	of	an	impact	investing	fund	is	but	a	starting	point	for	this	
conversation.		Funds	and	investors	have	the	ability	and	freedom	to	self-identify.		The	
characteristics	as	laid	out	by	the	Global	Impact	Investing	Network	are	not	criteria,	nor	does	
presence	demand	the	label	of	“impact”.		Funds,	and	investors	are	free	to	market	themselves	as	
they	see	fit.		There	are	a	great	many	funds	that	are	not	identified	as	impact	funds	that	not	only	
create	environmental	dividends,	but	do	it	intentionally,	measure	it,	and	report	it	(described	
more	below).		They	fulfill	all	of	the	characteristics	necessary	to	be	impact	funds,	yet	continue	to	
operate	by	choice	in	the	conventional	investing	space	rather	than	in	the	self-identified	impact	
investing	space.		This	is	a	choice	of	marketing	and	branding.		These	funds,	and	the	investors	that	
participate	in	them,	deserve	equal	attention	as	their	impact	counterparts	in	the	conversation	of	
environmental	accounting.		As	such,	we	have	included	both	impact	funds	and	conventional	
investment	funds	in	our	analysis.	

	

1.1.1	-	Trends	Driving	Growth	in	Social	&	Environmental	Investing	
The	trend	toward	social	or	environmental	investing	occurs	on	a	spectrum.	At	one	end	the	focus	
is	on	decreasing	risk	factors	by	incorporating	environmental,	social,	&	governance	(ESG)	
measures	into	an	investment	while	providing	competitive	financial	returns.	At	the	other	end	of	
the	spectrum,	investors	are	mission	driven	with	investments	that	are	high	risk	and	provide	
returns	that	simply	preserve	wealth	at	a	stop	just	short	of	philanthropic	giving.	
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Figure	1	Impact	investing	spectrum	from	classical	(conventional)	investing	to	impact	investing	and	impact	philanthropy.	

Source:	Sonen	Capital		

See	the	appendix	for	an	alternative	graphic	depicting	the	screening	spectrum	of	impact	
investing.		

The	rise	in	impact	investing	has	been	driven	by	a	number	of	macro-trends	in	the	financial,	
geographical,	and	socio-political	landscape:		

1. Shifting	Intentions	among	Investors:	A	growing	number	of	investors	are	looking	to	
make	an	impact	with	their	capital,	this	is	exemplified	by	investing	trends	among	
Millennials	(those	born	between	1980-2000).	70%	of	Millennials	view	their	investment	
decisions	as	a	way	to	express	their	environmental	and	social	mission	and	a	similar	
percentage	believe	this	return	can	be	achieved	without	sacrificing	returnxv.	

2. Regulation:	The	Paris	climate	agreement	(Paris	Agreement)	is	a	clear	foreshadowing	of	
increasing	government	involvement	in	regulation	and	involvement	in	global	markets	for	
environmental	purposes.	Also	on	the	rise	is	government	involvement	with	the	intention	
to	create	environmental	markets.	Wetland	Mitigation	Banking,	fisheries,	and	Social	
Impact	Bonds	are	all	examples	of	this	government	market	creation.	

3. Partnerships	Across	a	Range	of	Players:	Along-side	government	involvement,	emerging	
partnership	models	with	NGOs,	financial	institutions,	and	philanthropic	capital	providers	
is	seeking	to	align	incentives	across	value	chains	in	hopes	to	bring	the	creation	of	
markets	in	places	where	market	failures	have	caused	damage	to	society	or	the	
environment.	Certifications,	fisheries	investment,	social	impact	bonds,	many	
microfinance	organizations,	and	other	emerging	financial	investment	vehicles	require	
cooperation	with	organizations	at	numerous	levels	and	high	levels	of	functioning	
partnerships	to	be	successful.	

4. Emerging	Markets	&	a	Global	Middle	Class:	As	globalization	reaches	the	least	
developed	countries,	investing	in	solutions	in	these	countries	can	act	as	a	humanitarian	
act	and	an	investment	opportunity.	Countless	microfinance	institutions	and	developing	
country	venture	funds	have	been	springing	up	over	the	past	decade	with	the	aim	of	
improving	peoples’	livelihoods	and	providing	a	financial	return	concurrently.	

5. Resource	scarcity:	As	market	creation	is	occurring	through	regulation	and	partnerships,	
it	is	also	being	created	from	scarcity.	Resources	that	were	once	incredibly	abundant	are	
limited	in	availability	and	as	a	result	some	are	turning	to	private	markets	to	allocate	the	
resources	more	efficiently.	Something	as	abundant	as	fresh	water	has	now	become	a	
financially	valuable	asset	in	some	geographies.		
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1.2	-	Real	Assets	&	Environmental	Real	Assets	
In	the	world	of	investing	there	are	four	major	asset	classes:	Equities	(stocks),	Fixed-income	
(bonds),	Cash	and	equivalents	(money	market	instruments),	and	Alternative	(Real	Estate	and	
Commodities).		Each	of	these	adheres	to	standards	and	regulations,	and	has	characteristics	that	
distinguish	it	as	an	asset	class.		Real	Estate	and	commodities	are	considered	real	assets,	as	their	
value	is	derived	from	their	physical	properties.		Examples	of	real	assets	include	real	estate,	
timber,	precious	metals,	oil,	infrastructure,	etc.		This	is	distinct	from	financial	assets	as	real	
assets	represent	a	contractual	claim	on	the	asset	itself	as	opposed	to	claims	on	commodity	
futures,	stocks,	or	bonds.		

Typically	investors	include	real	assets	in	their	portfolios	for	three	major	reasons:	1)	
diversification;	2)	inflation	hedge;	and	3)	risk	reduction.	Real	assets	help	to	diversify	an	
investor’s	portfolio	because	they	are	not	subject	to	the	same	systemic	risk	as	the	rest	of	the	
market.		They	have	low	correlation	with	the	overall	market,	due	to	unique	risk-return	profiles,	
isolation	from	speculation	within	financial	markets,	relative	illiquidity,	and	positive	correlation	
to	inflation.		In	times	of	market	volatility	it	is	advantageous	for	investors	to	have	assets	with	
returns	that	are	not	solely	dependent	on	market	conditions.		Second,	in	periods	of	high	
inflation,	unlike	bonds,	real	assets	do	not	lose	their	value.	Therefore,	holding	real	assets	is	a	
way	to	protect	against	inflation	risk.	Last,	as	investors	experienced	through	the	economic	crisis	
of	2008,	the	market	can	go	through	periods	of	huge	turbulence	and	chaos.	Just	like	gold,	real	
assets	are	considered	crisis	resistance	toolsxvi.	

Real	assets	do	not	come	without	their	downsides.	Unlike	most	financial	assets,	trading	real	
assets	is	not	a	simple	process	as	the	investment	actually	has	ownership	interest	in	the	land	or	
commodity	itselfxvii.		This	difficulty	in	sale	results	in	liquidity	risk	form	locking	up	capital	for	
extended	periods	of	time	(7-15	years	is	not	uncommon	in	this	space).	Knowing	the	current	
value	of	real	assets	can	also	be	difficult	as	unlike	publicly	traded	stocks	the	information	is	not	
commonly	available	to	the	public.	Therefore,	understanding	the	true	value	of	one's	portfolio	
with	a	portion	of	real	assets	can	be	a	challenge	as	well.		

For	this	study	we	have	focused	on	a	subset	of	real	assets	that	we	have	labeled	"environmental	
real	assets."	These	are	real	assets	most	closely	linked	with	ecosystem	functions	in	which	funds	
are	relying	on	the	natural	resource	value	and	ecosystem	service	to	generate	value	and	cash	
flows	as	part	of	their	investment	thesis.	To	that	end	we	identified	five	environmental	real	assets	
to	focus	on:	timber,	agriculture,	water	property	rights,	fisheries,	and	mitigation	services.		These	
asset	types	derive	their	value	through	human-natural	systems	within	a	time-scale	in	which	they	
can	be	replenished	(as	opposed	to	oil	and	gas),	and	carry	great	potential	to	create	
environmental	returns	(impact).	

	

1.2.1	-	Overview	of	Real	Assets	Investors	

Institutional	Investors	
Institutional	investors	include	endowments,	pension	funds,	foundations,	insurance	companies,	
mutual	funds,	development	banks,	hedge	funds,	and	sovereign	wealth	funds.		In	the	US,	
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institutions	control	over	USD25	Trillion	in	capital,	representing	around	17%	of	all	US	financial	
assets.xviii	Historically	institutions	invested	predominantly	in	a	combination	of	bonds,	equities	
and	cash.	However,	since	the	1980s	when	interest	rates	began	steadily	declining	institutions	
with	rigid	spending	requirements	sought	new	ways	to	reach	their	annualized	return	of	7-8%.	In	
order	to	do	so	many	followed	the	infamous	CIO	of	the	Yale	Endowment	David	Swensen	and	
have	turned	to	investing	in	"alternative	assets,"	which	is	what	real	estate	and	real	assets	fall	
under.		The	Yale	model	of	institutional	investing	was	one	of	the	pioneering	strategies	of	
improving	risk-adjusted	returns	by	diversifying	with	the	use	of	alternative	strategies.	Some	of	
the	key	principals	behind	Swensen's	investment	approach	are:	

• Take	advantage	of	arbitrage	opportunities	based	on	incomplete	information	in	private	
markets	and	illiquidity	to	increase	long-term	incremental	returns.		

• Seek	lack	of	correlation	with	other	asset	classes,	which	improves	portfolio	return.xix		
Swensen's	principals	and	leadership	in	alternatives	investing	have	had	a	profound	effect	on	
institutional	investors'	portfolio	allocation	as	today	the	average	endowment	invests	around	
50%	of	its	assets	in	alternatives.	Figure	2	shows	current	average	asset	allocation	for	
endowments	in	the	US.xx		Figure	3	shows	the	trend	in	how	all	types	of	institutional	investors	
have	changed	their	asset	allocation	over	time	from	1980	to	2013.xxi		

	

Asset	Class	 Description	 Asset	Allocation	
Domestic	Equities	 U.S.	domestic	stocks		 17%	
Fixed	Income		 U.S.	Treasury,	Corporate	

Bonds	and	high-yield	bonds	
9%	

International	Equities	 International	Stocks	 19%	
Alternative	Strategies		 Hedge	funds,	private	equity,	

venture	capital,	real	assets	
and	commodities	

51%	

Short	term	securities/Cash	 Cash	or	Cash	Equivalent	
Securities	

4%	

Source:	NACUBO	Commonfund	Study	of	Endowments	-	2014	

Figure	2	Average	Asset	Allocation	of	US	Endowments	in	2014	

	

Common	among	all	Institutional	investors	is	a	longer	time	horizon	for	investments	and	very	
rigid	spending	requirements.	Pensions	have	obligations	to	contribute	annual	payments	to	
employees	who	have	reached	retirement	age.	In	the	U.S.	with	the	baby	boomer	generation	
now	encroaching	on	retirement,	pensions	are	increasingly	concerned	with	funding	growing	
financial	obligations	with	the	returns	from	their	investments.	Endowments	have	strict	annual	
program	spending	requirements	that	go	towards	professors’	salaries,	campus	maintenance	and	
financial	aid.	A	University's	ability	to	remain	competitive	relies	heavily	on	the	success	of	the	
returns	of	its	endowment.	These	characteristics	lead	institutions	to	invest	in	securities	and	
assets	that	have	longer	time	horizons,	less	variability	(risk),	and	lower	market	correlation.	They	
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are	also	looking	for	investments	that	give	steady	cash	flows	each	year	in	order	to	go	towards	
their	annual	spending	obligations.	

	

	
Figure	3	Asset	allocation	of	institutional	investors	from	1980	to	2013.		Allocation	towards	alternative	assets	and	real	assets	

increased	from	5%	to	20%.	

While	institutional	investors	are	often	very	large	and	slow	to	allocate	funds	to	specific	sectors,	
because	of	their	size	even	a	small	allocation	can	make	a	significant	impact	in	an	emerging	
investment	sector.		In	2013	a	survey	by	the	WEF	showed	that	6%	of	pension	funds	have	
invested	in	impact	funds/assets.	However	it	also	showed	that	64%	of	pensions	were	dedicated	
to	making	impact	investments	in	the	near	future.xxii	Both	pensions	and	endowments	have	active	
stakeholders	that	heavily	scrutinize	their	investment	strategy.	Whether	it	is	current	students,	
alums	or	the	general	pensions	holder,	institutions	receive	pressure	to	be	responsible	not	only	
fiscally	but	also	environmentally	and	socially.	This	phenomenon	has	played	out	in	the	
campaigns	to	divest	from	fossil	fuel	based	investments	many	schools'	endowments	have	come	
under	pressure	for.	Given	the	scrutiny	they	withstand,	these	investors	worry	about	headline	
risk	and	therefore	are	becoming	increasingly	sophisticated	in	the	level	of	environmental	and	
social	due	diligence	they	perform	before	allocating	large	amounts	of	capital	to	an	investment.		

Family	Offices	&	High	Net	worth	Individuals	
Family	offices	are	established	for	the	combined	investments	or	trust	of	a	family/estate	
accumulated	over	generations	and/or	created	by	an	individual	for	the	benefit	of	the	family.xxiii		
Individuals	are	typically	considered	high	net	worth	(HNWI)	when	the	sum	of	their	liquid	assets	
exceeds	USD1	million,	and	often	much	higher.		In	2014	there	were	14.6	million	individuals	at	
the	HNWI	status	representing	US	USD56.4	trillion	in	capitalxxiv.	The	objectives	of	HNWI’s	tend	to	
be	asset	protection	and	value	preservation.	These	individuals	are	trying	to	preserve	and	slowly	
grow	their	wealth	in	order	to	either	pass	it	along	to	their	future	generations	or	donate	it	
through	philanthropic	efforts.		As	a	result	of	HNWI’s	objectives	of	wealth	preservation,	among	
fund	managers	they	are	known	to	be	willing	to	compromise	on	return	but	seek	an	overall	lower	
level	of	risk	in	their	portfolios.	Due	to	the	low	risk	and	return	profile,	the	average	HNWI	has	the	
largest	proportion	of	wealth	invested	in	real	estate	assets	(29%	on	average	in	2015)xxv.	
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Because	family	offices	and	HNWI’s	have	a	lot	of	input	and	control	over	their	investments,	they	
are	able	to	include	explicit	values	and	non-financial	goals	for	the	management	of	their	financial	
assets.		Increasingly	they	are	looking	to	specialized	investment	advisors	and	funds	to	meet	
these	objectivesxxvi.		While	there	is	increasing	interest	in	impact	investing	(and	conventional	
environmental	real	asset	investing),	there	is	still	a	limited	amount	of	qualified	and	experienced	
advisors	to	facilitate	the	flow	of	capital.		Further,	because	the	interests	and	goals	of	family	
offices	are	as	diverse	as	the	families	and	individuals	they	serve,	addressing	this	investor	
segments	as	a	whole	poses	clear	obstacles.	

Investment	Advisory	Service		
In	addition	to	institutional	investors	and	HNWI’s,	investment	advisory	services	play	an	
important	role	in	the	world	of	real	assets	investing.	Investment	advisory	firms	are	comprised	of	
registered	individuals	who	give	advice	to	and	sometimes	manage	the	assets	of	both	institutions	
and	wealthy	individuals.	They	are	compensated	through	a	management	fee,	which	can	either	
be	a	flat-based	fee	or	a	sliding	fee	of	around	1%	of	the	client's	assets	under	managementxxvii.		
Their	job	is	to	listen	to	an	institution	or	individual's	investment	goals	and	then	recommend	an	
allocation	strategy	and	an	array	of	specific	investments	within	each	asset	type	that	can	work	in	
concert	to	meet	the	investor’s	overall	objectives.	They	commonly	act	as	a	conduit	between	
investors	on	the	buy-side	and	funds	looking	to	raise	capital.	As	a	result,	they	play	a	critical	role	
in	influencing	with	which	funds	large	amounts	of	capital	are	invested.	Advisors	can	act	as	a	first	
screen	on	funds,	particularly	those	with	new,	unique	strategies	or	those	that	are	focused	on	
impact	results	in	addition	to	financial	returns.	Many	HNWI’s	have	aspirations	of	making	positive	
impact	with	their	investments	but	are	worried	that	impact	funds	may	be	associated	with	
increased	risk.	Similarly,	institutions	are	increasingly	being	pressured	to	make	"responsible"	
investments,	however	there	is	a	common	conception	that	investing	in	impact	funds	means	
sacrificing	returns.	Investment	advisors	are	a	critical	resource	for	both	types	of	investors	to	
realize	their	impact	investing	aspirations	without	having	to	sacrifice	their	investment	objectives.	

	

1.2.2	-	Overview	of	Financial	Structures	

Private	Equity	Overview	
Private	equity	is	a	form	of	investment	in	which	a	fund	takes	majority	control	of	a	company,	
manages	the	company	for	a	set	period	of	time	(usually	4-7	years)	and	then	sells	the	company	
(called	the	"exit")	for	a	target	return	in	the	mid-twenties.	At	the	most	basic	level,	private	equity	
can	be	seen	as	a	group	of	investors	buying	out	a	company	and	then	using	the	cash	flows	from	
that	company	and	the	sale	value	to	pay	themselves	back	with	a	returnxxviii.		Pre-2008,	many	
private	equity	firms	strategically	used	large	amounts	of	leverage	to	amplify	their	returns	to	
investors,	an	approach	referred	to	as	Leveraged	Buyout	or	"LBO."	Post-crisis	PE	fund's	ability	to	
financially	engineer	their	deals	has	been	hampered.	Therefore	in	order	to	gain	returns	private	
equity	managers	must	fundamentally	improve	the	businesses	they	buy.	To	do	so	they	rely	on	
working	with	existing	management	or	implanting	their	own	management	to	operate	the	assets	
in	a	more	efficient	or	superior	manner.	PE	funds	typically	charge	a	fee	structure	of	a	2%	annual	
fee	of	assets	under	management	and	then	take	20%	of	the	profits	once	investors	have	been	
paid	back	and	met	their	target	return	(called	the	"carry")xxix.	
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Private	equity	investment	has	experienced	hot	and	cold	cycles	depending	on	investor	trends,	
both	in	terms	of	capital	invested	and	deals	done.	Given	that	private	equity	is	considered	an	
"alternative	asset"	in	portfolio	allocation,	it	has	benefited	from	the	increased	proportion	of	
"alternatives"	institutions	are	investing	in.	However,	there	have	been	cycles	where	investors	
view	PE	as	an	"overheated"	asset	type,	and	investors	are	less	willing	to	pay	the	premium	for	
high	returns.	Figure	4	shows	the	cycles	of	capital	invested	and	deal	flow	in	Private	Equity	over	
the	past	10	years.	At	the	beginning	of	2015	there	were	around	3,300	PE	firms	headquartered	in	
the	US	with	total	investments	of	USD116	billion.	Those	firms	back	11,130	companies	
headquartered	in	the	USxxx.	

	

	
Source:	Private	Equity	Growth	Capital	Council	

Figure	4	Quarterly	growth	in	all	classes	of	private	equity	capital	invested	in	the	US	and	number	of	deals	from	2005	–	2015	

	

Private	Equity	of	Environmental	Real	Assets	
Real	estate	private	equity	has	been	a	longstanding	subset	within	the	overall	private	equity	asset	
class.	However,	environmental	real	asset	investing	via	private	equity	is	a	fairly	new	form	that	
has	developed	over	the	past	30	years.	The	earliest	funds	took	form	as	timberland	investment	
funds	in	the	mid-1980s.	During	that	time	many	forest	product	companies	were	selling	of	large	
tracts	of	their	land	for	two	major	reasons.	First,	they	lost	a	capital	gains	tax	advantage	in	1986	
and	found	it	financially	beneficial	to	sell	off	their	holdings	to	tax-exempt	investors	such	as	
endowments,	foundations	and	pensions.	Second,	the	companies	realized	the	overhead	
associated	with	owning	the	land	and	managing	the	forests	was	not	worth	the	vertically	
integrated	control	as	long	as	they	could	consistently	purchase	the	wood	from	investorsxxxi.	
Institutional	investors	were	also	looking	for	ways	to	hedge	against	the	skyrocketing	inflation	
rates	they	were	experiencing	throughout	the	1980s.	During	this	time	many	institutions	made	
direct	investments	into	timberland	but	private	equity	style	funds	with	forest	management	
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expertise	(also	called	Timber	Investment	Management	Organizations	or	"TIMOs")	also	formed	
in	order	to	provide	institutions	with	more	efficient	vehicles	with	which	to	invest	in	the	asset-
type.	In	2015	TIMOs	managed	close	to	28	million	acres	of	forestland	worldwidexxxii.	

More	recently	throughout	the	past	five	years,	the	private	equity	model	has	been	applied	to	
agriculture.	Merger	and	acquisition	activity	and	private	equity	attention	on	big	food	companies	
(i.e.	Kraft	and	Campbell's),	coupled	with	a	growing	recognition	of	the	scarcity	of	natural	
resources	needed	to	feed	the	ever	increasing	population	has	led	to	the	rise	of	PE	funds	focused	
on	farmlandxxxiii.	In	2015	there	were	around	33	funds	trying	to	raise	a	total	of	USD8.5b.	These	
funds	range	from	being	housed	within	very	large	insurance	companies	and	banks	such	as	TIAA-
CREF	or	UBS,	to	farmland-specific	niche	funds	such	as	Farmland	LP	or	Homestead.	Though	
institutional	penetration	in	the	overall	farmland	market	globally	is	less	than	1%,	this	asset	is	
gaining	momentum	as	an	attractive	investment	strategy	for	institutions	given	the	steady	cash	
flows	and	inelastic	demand	curve	of	foodxxxiv.		A	majority	of	the	funds	invest	in	row	crop	
commodity	agriculture,	such	as	corn	and	soy.		Others	focus	on	specialty	crops	or	permanent	
crops	that	tend	to	make	a	higher	return	but	require	more	management	expertise	and	a	longer	
time	horizonxxxv.	

Finally,	a	handful	of	private	equity	funds	are	beginning	to	turn	to	water	rights	as	an	investment	
opportunity.	Most	follow	the	same	model	as	agriculture	funds,	buying	and	managing	farmland	
in	order	to	control	the	underlying	water	rights.	Annual	cash	flows	to	the	fund	come	from	the	
agriculture	crop	as	well	as	leasing	of	water	or	fallowing	programs	where	applicablexxxvi.	These	
funds	are	also	betting	that	over	the	lifetime	of	the	fund,	the	price	of	water	will	become	more	
incorporated	into	the	land	and	therefore	their	exits	will	be	appreciative.		

Public	Equity	
ESG	integration	is	one	of	the	main	trends	in	public	equity	investing.	Public	equities	have	long	
been	subject	to	“Negative	Screens”	where	funds	would	exclude	investments	in	tobacco,	
weapons,	disputed	territories	(i.e.	Sudan),	or	environmental	issues	(Indonesian	palm	oil	
deforestation).	ESG	investing	however	is	any	criteria	or	metric	that	seeks	to	include	
environmental,	social,	and	governance	issues	in	an	investment	policy.	Many	funds,	even	
conventional	funds	have	some	base	level	of	indicator	on	ESG	performance.		

More	progressively	ESG	metrics	can	be	used	by	a	fund	to	“positively	screen”	or	increase	
allocation	into	socially	motivated	or	sustainable	companies.	This	is	a	niche	but	growing	area	
with	investments	firms	such	as	Calvert	Investments	leading	the	way	with	an	array	of	funds	
dedicated	to	meeting	investors	ESG	goals	with	mutual	funds	allocated	to	focus	on	water,	
renewable	energy,	low	carbon,	and	social	responsibility.			

To	accompany	this	there	are	a	host	of	analytics	firms	that	have	cropped	up	to	help	funds	and	
investors	compare	the	sustainability	of	companies	using	sustainability	metrics.	The	major	
players	in	this	space	are	MSCI,	Sustainalytics,	TruCost,	and	the	Carbon	Disclosure	Project	(CDP).	
This	firms	survey	companies	or	extrapolate	onto	non-reporting	companies	to	create	measures	
of	energy,	water,	and	material	use	and	efficiency.	These	metrics	then	go	to	inform	who	the	
efficient	firms	are	and	who	are	“inefficient	polluters”	and	then	some	weighted	average	is	
applied	to	positively	or	negatively	weight	these	factors	into	the	financial	decision	making	
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process.	Carbon	emissions	is	by	far	the	most	well	developed	indicator	here	with	clear	ties	and	
concerns	around	climate	change	driving	its	measurement	and	worries	of	global	regulation	
driving	its	perception	as	a	substantive	ESG	risk.		

Finally,	some	large	investors	are	also	making	waves	in	boardrooms	as	the	employ	activist	
strategies	of	purchasing	significant	market	share	in	companies	(1-5%)	and	then	voicing	their	
ESG	concerns	as	an	owner	of	the	company.	From	this	lens	investors	attempt	to	influence	a	
company	from	the	inside	by	requesting	impact	plans	be	in	place	and	social/environmental	
targets	be	set	with	the	threat	of	divestment	if	this	does	not	occur.		

Fixed	Income	
Microfinance	bond	funds,	green	bonds	and	Community	Development	Financial	Institutions	
Funds	(CDFI)	bonds	are	all	examples	of	impact	forms	of	fixed	income.	These	bonds	usually	
result	in	a	flow	of	capital	to	an	impact	themed	investment.		

“Green	Bonds”	is	the	term	used	for	a	bond	that	ties	its	proceeds	to	environmentally	friendly	
investments.	This	market	has	been	growing	exponentially	from	just	a	few	million	in	global	value	
in	2007	to	USD36.6	billion	by	the	end	of	2014xxxvii.		These	bonds	can	be	public	or	private		

An	example	of	a	green	bond	is	Unilever’s	issuance	of	£	250	million	green	bond	addressing	waste	
material,	resources	use,	and	emissions	from	existing	factories	by	50%xxxviii.		Environmentally	
friendly	development	(such	as	renewable	energy	infrastructure	in	emerging	markets)	is	also	a	
large	portion	of	green	bonds	with	the	World	Bank	issuing	USUSD	6.4	billion	in	green	bonds	
since	2008	to	support	development	programs	designed	to	address	climate	changexxxix.	

The	definition	of	a	green	bond,	how	it	qualifies,	and	what	the	key	measurements	are	is	still	
unclear	as	the	range	of	potential	investments	is	huge.	For	World	Bank	related	green	bonds,	the	
World	Bank	has	a	supervision	process	where	client	countries	as	part	of	the	loan	agreement	
submit	regular	reports	on	project	activities,	progress,	outcomes,	and	impactsxl.	Issuance	of	
green	bonds	by	companies	or	other	institutions	however	has	only	come	about	recently	and	
there	has	yet	to	be	an	established	definition	on	what	their	requirements	are.	This	is	a	key	focus	
of	many	in	the	fixed	income	impact	investing	space	moving	forward	as	a	definition	and	metrics	
will	soon	be	needed	to	ensure	investor	confidence.	

Banks,	advisors,	or	managers	publish	the	vast	majority	of	the	literature	examining	this	space.		
There	is	little	academic	research	about	environmental	metrics	and	performance	in	real	asset	
investing.		With	billions	of	dollars	flowing	to	impact	investments,	increasing	environmental	
scrutiny	by	investors,	new	vehicles	for	investments,	and	new	cash	flow	opportunities	from	the	
creation	of	new	markets,	environmental	real	asset	investments	are	poised	for	huge	growth.		For	
many	investors	and	advisors	it	is	a	tall	order	to	ask	the	right	questions	to	make	the	right	
investments,	and	evaluate	both	financial	as	well	as	environmental	returns.		In	order	to	
streamline	environmental	metrics	schematics	for	investors	in	the	future,	a	comprehensive	
analysis	of	the	current	metrics	used	in	real	asset	investing	and	the	motivations	behind	the	
practice	is	necessary.		Our	goal	in	this	research	has	been	to	support	the	growth	of	investments	
in	environmental	real	assets	by	comparing	the	environmental	accounting	efforts	of	20+	of	the	
best	funds	in	this	space.	
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2.0	-	RESEARCH	
We	set	out	to	explore	the	application	and	use	of	environmental	metrics	in	environmental	real	
asset	investing	–	how,	why,	and	which	metrics	funds	employ	in	their	environmental	accounting.		
We	chose	assets	that	varied	in	establishment,	investor	type,	duration,	and	return.		These	
included	timber,	agriculture,	fisheries,	water	asset	rights	purchase,	and	wetland	mitigation	
banks.		While	there	are	two	non-profit	organizations	included	in	our	study,	where	appropriate,	
their	responses	are	included	or	distinguished.		All	organizations	or	funds	are	privately	held	and	
managed.	

Central	to	our	research	are	the	questions	why	and	how	do	funds	collect	environmental	
performance	data.		We	went	further	and	collected	data	about	what	metrics	they	choose	to	
collect,	how	and	to	whom	they	report	these	metrics,	the	role	investors	play	throughout	the	
process,	and	how	funds	plan	on	changing	their	approach	to	environmental	accounting.	

	

	
Figure	5	Fundamentals	of	Environmental	Real	Asset	Investing.		Research	questions	in	dotted	lines.		Direction	of	cash	flow	

indicated	by	arrows.	

2.1	-	Assets	Surveyed	
	

2.1.1	-	Timber	

Background	on	asset	
The	current	investable	universe	for	privately	held	timber	is	about	USD100	billion	in	AUMxli.		
These	investments	traditionally	go	through	dedicated	Timber	Investment	Management	
Organizations	(TIMOs).	See	appendix	for	a	list	and	description	of	the	top	10	global	TIMOs.	These	
organizations	mostly	help	institutional	investors	manage	their	assets,	which	occur	in	the	form	
of	both	land	and	forest	acres	under	management.	There	are	also	hybrid	funds	that	invest	in	an	
array	of	real	assets	with	timber	as	part	of	their	portfolio,	but	due	to	the	unique	knowledge	
needed	to	manage	timber,	the	specialization	of	TIMOs	is	generally	the	norm	in	the	PE	space.	
Also,	some	large	timber	organizations	are	adopting	Real	Estate	Investment	Trust	(REIT)	
structures.	REITs	are	open	to	a	wider	array	of	investors	as	they	can	be	bought	and	traded	as	
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financial	assets	and	benefit	from	favorable	tax	structures.		Because	of	their	classification	as	
financial	assets,	as	opposed	to	real	assets,	we	have	excluded	REITs	from	this	study.	

Timber	has	a	long	history	of	positive	financial	returns,	as	well	as	low	correlation	to	market	
trends.		Accordingly,	it	has	attracted	a	range	of	investor	types,	most	typically	large	and	
sophisticated	institutional	investors.		These	investors	are	most	interested	in	hedging	(low	
correlated	investments),	risk	(environmental	and	financial)	mitigation,	and	proven	long-term	
performance.		Notable	institutional	investors	in	this	space	include	the	Sovereign	Wealth	fund	of	
Angola	with	5%	of	its	funds,	or	USD250M,	investing	in	forestland,	and	CalPERS	with	an	ongoing	
target	of	1%	(USD2.4	billion)	currently	investedxlii.	

Performance	
Historical	return	has	been	7-12%	annually	adjusted	return	with	a	steady	benchmark	of	around	
8.8%	return	post	fees.	When	compared	to	most	public	equity	indices	timber	exhibits	low	
correlation,	with	an	average	beta	(correlation	coefficient)	between	0.35-0.45	xliii.	

Trends	
As	of	2015	there	were	770	timber	investment	companies	in	74	countries,	owning	a	total	of	246	
million	acres	in	forest	ownership,	approximately	the	area	of	Texas	and	New	Mexico	
combinedxliv.		Since	2010	there	has	been	over	USD13	billion	transacted	with	2014	counting	for	
USD2.6	billion	in	45	separate	transactionsxlv,xlvi.	

	

2.1.2	-	Agriculture	

Background	
Agriculture	is	another	well-established	investment	asset	type	that	has	been	available	to	
investors,	but	is	seeing	resurgence	due	to	impact	investment	efforts	and	dedicated	allocations	
from	institutional	investors.		While	the	market	is	it	smaller	than	that	for	timber,	it	has	been	
growing	faster	and	is	already	equal	in	deal	flow.		Since	2008	dedicated	emerging	market	PE	
funds	have	done	USD6b	in	deals	with	USD2.5b	of	capital	raised	in	2014	alone.		The	Teachers	
Insurance	&	Annuity	Association	–	College	Retirement	Equities	Fund	(TIAA-CREF)	is	the	largest	
US	pension	fund.		It	is	also	manages	USD487	billion	in	farmland	around	the	world,	making	it	one	
of	the	largest	farmland	investment	managersxlvii.		With	TIAA-CREF	just	opening	up	a	new	
agricultural	investment	company,	TIAA-CREF	Global	Agriculture	LLC,	the	pattern	of	large	
investors	turning	increasingly	to	agriculture	and	agribusiness	is	bound	to	growxlviii.	

There	are	two	primary	models	agriculture	funds	employ—either	own	to	lease	or	own	to	
operate.	Funds	that	own	to	lease	tend	to	invest	in	larger	amounts	of	acreage	suitable	for	corn,	
soy	or	wheat.	They	follow	a	beta	investment	strategy,	relying	on	steady	cash	flows	from	annual	
lease	income	and	depending	on	the	agreement	will	also	earn	a	share	of	the	crop	revenue	as	
well.	Own	to	operate	funds	seek	alpha	by	managing	the	farms	themselves,	employing	higher	
efficiency	growing	practices	or	growing	superior	crops	in	order	to	make	higher	returns	off	the	
crops	than	compared	to	the	rest	of	the	market.	
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Performance	
Typically	returns	in	row-crop	agriculture	for	the	last	20	years	range	in	the	mid	teens,	5%-8%	
higher	than	timber,	with	comparable	volatilityxlix.		NCREIF	Farmland	Index	of	all	farmland	real	
estate	investments	calculated	a	ten-year	annualized	return	of	17.57%	from	both	annual	income	
and	land	appreciation.	Permanent	crop	funds	have	garnered	returns	in	the	high	teens	around	
18.3%l.	

Trends	
Given	that	currently,	institutional	penetration	of	global	farmland	is	less	than	1%	there	is	much	
opportunity	for	further	investment	and	therefore	formation	of	more	agriculture	funds.	
Management	expertise	in	agriculture	is	key	however,	and	issues	like	food	safety,	worker	rights	
and	cyclical	commodity	pricing	are	causing	investors	to	continue	to	proceed	cautiously	while	
seeking	managers	with	good	track	records.	

	

2.1.3	-	Fisheries	

Background	
Fisheries,	unlike	many	of	the	other	real	assets	described	in	this	paper,	is	still	in	its	infancy	as	an	
investable	real	asset.	Despite	this	there	is	a	clear	potential	for	both	return	and	impact	in	the	
future.	Marine	capture	fisheries	contribute	US	USD270	billion	to	the	global	food	value	chainli.		
This	resource	is	however	under	global	pressures	of	overfishing	(fishing	past	the	replacement	
rate	of	the	fish).	Because	of	this	“investing”	in	fisheries	is	of	growing	interest	to	many	in	
government,	business,	impact	investors,	and	the	NGO	community.	

The	objective	of	investment	is	transitioning	from	a	tragedy	of	the	commons	where	fisherman	
can	take	as	many	fish	as	they	want	from	the	environment	to	a	sustainable	fishery	through	
creating	investable	and	exchangeable	fish	catch	permits.	There	is	a	market	for	these	permits	
and	only	as	many	permits	would	exist	as	there	were	allowable	fish	within	a	population	and	area	
to	be	caught	before	exceeding	the	replacement	rate.	Under	this	model,	the	prices	of	these	
permits	stabilizes	at	an	equilibrium	price	where	fisherman	buy	the	permits	and	passes	the	cost	
to	the	entire	fish	value	chain	accordingly.	

This	model	has	a	clear	functioning	example	in	California	where	regulation	and	support	from	the	
Nature	Conservancy	has	made	3.8	million	acres	of	sea	a	fish	with	permit	zonelii.	The	Nature	
Conservancy	owns	the	allowable	catch	permits	and	manages	the	asset	(the	fish	in	the	ocean)	by	
leasing	permits	to	fisherman	who	are	eager	rebuild	their	livelihoods	after	the	fishery	had	
collapsed.		

Performance	
As	fisheries	is	an	emerging	asset	there	is	no	established	historical	performance	and	its	support	
from	the	NGO	community	shows	that	it	is	not	yet	reached	a	level	of	risk-return	suitable	to	most	
investors	beyond	the	impact-first	motivated	investor.	
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Trends	
Fisheries	investing	is	in	an	adolescent	phase	of	what	may	eventually	resemble	the	strict	
regulatory	structure	and	supporting	third	party	monitoring/certifications	of	wetland	mitigation	
trading.	In	order	to	mature,	fisheries	investing	needs	strong	regulatory	bounding	and	systems	
of	monitoring	to	ensure	that	incentives	are	aligned	among	stakeholders.	In	current	forms	
funding	originates	from	pioneering	impact	investors	as	the	risk	return	profile	has	little	history	
and	does	not	yet	match	the	needs	of	conventional	investorsliii.	Moving	forward,	leveraging	
capital	from	different	investors	across	the	spectrum	of	conventional	to	philanthropic	will	also	
assist	in	this	maturation	process.	

	

2.1.4	-	Water	Rights		
Background	

Water	rights	investing	is	when	an	investment	management	fund	buys	a	right	to	water	use	
either	through	purchasing	the	land	associated	with	the	underlying	water	right	or,	where	
possible,	directly	buying	the	water	right	itself.	A	limited	amount	of	private	equity	funds	have	
been	working	to	create	water	rights	portfolios	in	resource-scarce	area	where	the	supply-
demand	dynamics	inherently	make	the	water	valuable.	These	funds	then	manage	the	land	and	
water,	taking	advantage	of	opportunities	to	lease	water	to	other	users	for	cashflows	and	then	
sell	the	asset	upon	exit	once	the	underlying	value	of	the	water	has	been	realized	or	
appreciated.	Options	to	directly	invest	in	water	are	limited.	Unlike	other	commodities,	water	
does	not	trade	in	the	US	and	there	are	no	ways	to	buy	water	futures	because	of	how	localized	it	
isliv.		Many	current	actors	in	the	industry	are	investing	with	a	long	time	horizon	and	with	the	
expectation	that	the	creation	of	new	regulations,	particularly	in	the	Western	part	of	the	US,	will	
create	opportunities	for	increased	securitization	of	water.		

Funds	focused	on	water	resources	have	sought	exposure	through	other	vehicles	in	addition	to	
direct	investing	and	private	equity.	Investors	can	invest	indirectly	in	water	through	hedge	funds	
that	long	and	short	public	equities	of	companies	positioned	to	provide	solutions	to	water	
resource	constraints	into	the	future.	There	are	also	water-oriented	mutual	funds	and	exchange	
traded	fundslv.	

Performance	
Water	private	equity	funds	are	too	nascent	for	there	to	be	data	on	returns	as	many	have	not	
yet	exited	their	first	funds.	However,	water	focused	equities	have	generated	a	return	of	16.9%	
annually	over	the	past	20	years.	Water	ETFs	have	generated	returns	ranging	between	6.2	-	
10.6%	lvi.	

Trends	
There	are	an	estimated	10	private	funds	that	specialize	in	water	globally.	Small	venture	capital	
funds	have	also	begun	to	emerge	that	provide	early	stage	funding	for	technology	firms	
developing	efficiency	applications	in	water	use.	Many	focus	on	the	agriculture-water	nexus,	
recognizing	that	water	will	be	a	major	limiting	factor	in	our	ability	to	feed	the	global	population	
into	the	futurelvii.		Another	emerging	trend	in	the	water	investment	realm	is	wastewater.	Funds	
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are	increasingly	looking	into	ways	to	recapture	flows	out	of	wastewater	by	buying	and	
managing	treatment	facilities	in	water	constrained	regions.	

	

2.1.5	-	Wetland	Mitigation	Banks	

Background	
Wetland	mitigation	banking	is	the	creation,	enhancement,	or	preservation	of	a	stream	and/or	
wetland	for	the	purpose	of	offsetting	adverse	impacts	to	other	similar	areas.		The	industry	was	
established	by	the	Clean	Water	Act	of	1972	followed	by	81983	guidance	regulation,	and	by	
federal	regulatory	guidelines	set	forth	most	recently	in	2008,	creating	the	market	as	it	exists	
todaylviii.		The	creating	and	permitting	of	a	mitigation	bank	creates	compensatory	mitigation	
credits,	which	are	sold	to	States,	Municipalities,	and	developers	for	the	subsequent	adverse	
effects	of	activities	such	as	road	construction	and	real	estate	development.		Mitigation	banking	
is	often	preferred	to	other	forms	of	off-set	as	it	occurs	earlier	in	time	and	is	often	of	higher	
quality	than	the	degradation,	generating	a	net	positive	effect.	

The	mitigation	banking	industry	is	overseen	by	the	US	Army	Corps	of	Engineers.		They	
determine	both	the	amount	of	offset	needed	for	compensation,	and	the	amount	of	credits	
restoration	and	preservation	creates.		They	focus	solely	on	the	hydraulic,	biological,	and	
chemical	processes	of	the	streams	and	wetlands	they	are	regulating,	with	the	intent	of	
providing	the	industry	with	sound	environmental	effects.	

Performance	
Mitigation	banks	are	funded	in	a	variety	of	ways,	including	syndicated	private	funding,	private	
equity	funds,	and	bank	debt.		Returns,	depending	on	the	size	and	geographic	market	the	bank	is	
located	in,	can	range	from	competitive	market	rate	returns	in	the	mid-teens,	to	2x-3x	on	
investment.		The	number	of	banks	in	the	United	State	increased	from	46	to	over	1,800	over	a	
10	year	period	ending	in	2013lix.	

Trends	
Mitigation	banking	has	seen	significant	growth	over	the	last	10-15	years.		Credit	sales	have	
been	relatively	stable	for	the	past	8	years,	with	the	number	of	credits	per	transaction	
increasinglx.		Inventory	of	unsold	credits	is	on	the	fall,	dropping	10%	over	7	years	ending	in	
2013.		As	of	2013	there	were	more	than	1,800	mitigation	banks	(404	and	ESA)	registered	in	the	
Army	Corps’	information	tracking	system,	RIBITSlxi.		This	high-growth	period	has	been	marked	
by	high	demand	from	activity	in	adjacent	markets	(housing	development),	policy	changes	(2008	
Mitigation	Rule),	and	private	investment	and	increasingly	sophisticated	mechanisms.			

With	increasing	attention	at	all	levels	being	paid	to	mitigation	banking,	evidenced	by	the	DOI’s	
formation	of	the	Natural	Resource	Investment	Center,	and	other	efforts	around	the	country,	we	
can	expect	systematic	enabling	of	new	mechanisms	to	encourage	the	flow	of	investment	and	
the	growth	of	this	still	adolescent	marketlxii.	

While	we	focused	on	traditional	404	wetland	mitigation	services,	other	off-set	markets	such	as	
water	quality	trading,	and	endangered	species	habitat	banking	are	starting	to	build.		Trends	
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have	been	slow	as	investors,	managers,	and	regulators	just	begin	to	structure	the	market.		We	
expect	to	see	tremendous	growth	in	these	markets	over	the	next	5-10	years,	just	as	in	
traditional	404	mitigationlxiii.	

	

2.2	-	Methods	
Our	methodology	primarily	consisted	of	survey	interviews,	given	in	person	or	over	the	phone	to	
fund	managers,	President/CEOs,	or	Sustainable/Responsible	Investing	Managers.		Our	
questions	were	designed	to	reveal	how	funds	measure	environmental	metrics,	the	
reasons/motivations	for	recording	or	not	recording,	how	these	metrics	are	reported	and	to	
whom,	and	what	role	investors	have	in	the	recordation	and	reporting	of	such	metrics.		The	
overarching	goal	was	to	explore	the	range	of	recording	and	reporting	methods	used	for	
environmental	metrics	in	real	asset	investing.	

Interviewees	were	asked	to	answer	questions	subjectively	on	behalf	of	the	fund.		We	asked	that	
anything	said	be	in	reference	to	fact	and	should	not	be	based	on	one’s	own	opinion.		
Institutional	Review	Board	submission	is	needed	when	“conducting	research	with	human	
subjects	…about	whom	an	investigator	…obtains	data”lxiv.		As	we	were	not	collecting	data	about	
our	participants,	rather	about	the	funds	they	managers,	our	research	and	data	collection	was	
exempt	from	Institutional	Review	Board	(IRB)	standards.	For	example	we	would	ask	fund	
managers:	

• ‘Do	you	have	a	plan	for	changing	our	environmental	accounting	practices	in	the	
foreseeable	future?’;	instead	of,	‘what	do	you	hope	to	see	change	in	the	field	of	
environmental	accounting?’	

	

We	then	analyzed	the	data	for	disparate	and	uniform	trends	in	key	areas	of	interest,	
aggregating	the	data	based	on	investor	type,	fund	structure,	asset	class,	investment	thesis,	and	
investor	type.	

Because	of	the	proprietary	nature	of	much	of	the	information	we	gathered,	the	data	have	been	
aggregated	and	annonymized	throughout	the	analysis	and	presentation.	The	following	chart	
depicts	the	types	of	funds	represented	in	the	survey	across	environmental	asset	type	and	fund	
vehicle.	The	green	checks	depict	the	types	of	funds	that	exist	in	the	investment	world	and	the	
red	checks	depict	the	types	of	funds	we	interviewed.		Our	IRB	Disclosure	Statement	and	an	
example	of	our	survey	are	included	in	the	appendix.	
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Figure	6	Representation	of	Environmental	Asset	Fund	in	existence	and	funds	represented	in	the	survey.	

	

2.2.1	-	Questions		
The	surveys	were	conducted	over	45	min	and	each	fund	manager	was	asked	to	provide	the	
fund’s	perspective	on	10	core	questions	that	had	implied	a	few	additional	questions	that	
occurred	in	discussion	these	questions	could	be	broken	into	three	categories	and	are	as	follows:						

• Investors:	What	trends	are	fund	managers	seeing	among	their	investors?	What	are	the	
fund’s	investors	requesting	from	them	in	terms	of	metrics,	stories,	investment	
screening?	What	are	the	differences	in	return	and	impact	expectation	among	different	
investors?	

• Metrics:	What	metrics	do	funds	use	to	measure	impact?	Are	there	any	standards,	
processes	or	certifications	funds	employ?	What	motivations	do	funds	have	for	collecting	
or	not	collecting	metrics?	How	are	metrics	used	to	communicate	to	investors	or	manage	
the	asset?	How	do	you	see	your	metrics	changing	over	the	next	10	years?	

• Funds	Investing	in	the	Asset:	How	is	the	fund	marketed	to	investors?	Are	there	other	
leading	funds	in	the	space	and	if	so	what	are	they	doing?	Are	some	funds	more	impact	
than	others	or	is	there	segmentation	that	assumes	trade	off	in	impact	and	return?	How	
does	the	fund	screen	deals	for	environmental	impact	in	the	deal	pipeline?	
	

3.0	-	RESULTS	&	DISCUSSION	
There	were	three	major	findings	that	emerged	from	this	research:	

• Despite	early	efforts	to	standardize,	disparate	metrics	within	and	between	asset	types	
led	to	funds	competing	on	environmental	accounting	and	reporting	efforts,	instead	of	
environmental	performance;	

• Environmental	accounting	was	motivated	by	various	forces	that	are	either	internal	or	
external,	however	self	identification	as	impact	or	conventional	did	not	correspond	to	
environmental	accounting	efforts;	
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• Investors	influenced	what	funds	measure	but	are	increasingly	turning	to	3rd	party	
advisors	to	interpret	impact.		However,	many	3rd	party	investment	advisors	did	not	have	
the	environmental	expertise	to	determine	highest	environmentally	performing	funds	
and	direct	capital	towards	them;	

	

Though	presented	individually,	all	three	of	these	results	were	closely	linked	and	shaped	by	
similar	forces	within	environmental	real	asset	investing.		Each	is	covered	in	depth,	including	the	
implications	and	significance	of	them	in	the	following	sections.	

	

3.1	–	Variation	Among	Environmental	Metrics	
There	was	very	little	uniformity	in	the	metrics	funds	employed,	both	across	and	within	asset	
types.		Outside	of	the	highly	regulated	mitigation	banking	industry,	funds	employed	disparate	
metrics.		In	their	formation	and	adoption,	metrics	were	not	created	for	the	sake	of	comparing	
environmental	performance	of	funds,	but	rather	for	satisfying	diverse	internal	goals	and	
external	requirements.		We	found	strong	links	between	funds’	motivations	to	collect	
environmental	performance	data	and	the	metrics	they	used.		Three	major	categories	of	metrics	
were	used:	

1) Environmental	metrics	that	are	required	by	a	regulating	body;	
2) 	Voluntary	certifications	that	require	proof	of	performance	using	specific	metrics	and	

parameters;		
3) Voluntary	metrics	used	to	achieve	mission	oriented,	performance,	or	marketing	goals,	

and;	
	

There	were	no	metrics	that	cut	across	all	asset	types,	and	very	little	overlap	within	asset	types.		
In	agriculture,	funds	were	employing	very	different	metric	schemes	as	well	as	creating	their	
own	distinct	sets	of	metrics.	One	fund	was	working	closely	with	NGOs	to	pilot	a	new	index	
designed	specifically	for	specialty	crops	complete	with	biodiversity	metrics	in	addition	to	
carbon,	water	and	soil.	The	fund	was	additionally	creating	its	own	social	metrics	to	track	labor	
aspects	associated	with	farming	operations.	Another	agriculture	fund	was	piloting	a	completely	
distinct	metrics	scheme	that	had	been	developed	through	a	partnership	with	food	CPGs	and	
retailers.	That	fund	also	put	a	lot	of	effort	into	tracking	soil	quality	and	nutrient	loads	
throughout	both	the	due	diligence	and	ongoing	management	processes.	See	the	appendix	for	
the	full	comparison	between	the	two	funds	metrics	schemes.	As	these	two	specific	agriculture	
funds	indicated,	in	the	absence	of	strict	regulation	or	strong,	united	certification	schemes,	the	
metrics	that	funds	use	were	varied.	



	
MP_Final_CoppSpenceKent.docx	 	 	

24	

	

Figure	7	Examples	of	Metrics	Used	fro	Each	of	the	5	Asset	Types	Surveyed.	

As	is	generally	practiced	throughout	timber	and	agriculture,	many	funds	elected	to	subscribe	to	
environmental	certifications,	such	as	Forest	Stewardship	Council	(FSC),	Sustainable	Forestry	
Initiative	(SFI),	National	Alliance	of	Forest	Owners,	USDA	Organic,	USDA	Good	Agricultural	
Practices	&	Good	Handling	Practices,	and	others.		We	found	that	funds	used	such	certifications	
because	they	are	generally	accepted	as	industry	standards,	and	because	they	are	relatively	easy	
to	communicate	to	investors	and	other	interested	parties.		Nearly	all	of	the	timber	and	
agriculture	funds	surveyed	employed	at	least	one	of	these	certifications	voluntarily.		In	the	case	
of	agriculture,	being	certified	USDA	Organic	also	allowed	one	fund	to	get	a	higher	premium	on	
their	crops,	particularly	in	specialty	and	permanent	crops.	Though	certification	of	an	asset	is	
voluntary	on	the	part	of	the	fund,	when	used,	fund	must	adhere	to	specific	performance	
thresholds.		Like	most	certifications,	the	criteria	are	a	mix	of	environmental,	social,	and	
governance	issueslxv.		Certifications	did	not	provide	points	of	comparison	between	funds	within	
asset	types,	nor	among	asset	types.		Section	3.1.1	covers	certifications	in	more	detail.	

Many	of	the	funds	we	spoke	with	employed	entirely	voluntary	metrics	beyond	certifications.		
These	included	many	of	the	timber	and	agriculture	funds	that	also	carried	certifications,	but	
elect	to	record	other	metrics	above	what	is	needed.		We	found	that	funds	typically	started	by	
using	IRIS	metrics,	as	promoted	and	managed	by	the	Global	Impact	Investing	Network	(GIIN),	
and	often	tailored	them	to	fit	the	specific	nature	of	the	asset	or	investment.		IRIS	metrics	have	
been	created	by	an	internal	GIIN	Advisory	Board,	3rd	party	consultants	and	experts	in	an	open	
and	iterative	process	to	create	an	exhaustive	list	of	ESG	metrics	for	funds	to	employlxvi.		With	
over	400	metrics,	IRIS	functions	more	as	a	library	for	funds.		Most	funds	use	metrics	developed	
in	house,	often	using	IRIS	metrics	as	a	starting	point.		Specifically,	the	advisory	firms,	agriculture	
funds,	and	half	of	the	timber	funds	we	spoke	with	employed	voluntary	metrics	–	either	IRIS	or	
self-developed	–	in	addition	to	certifications.	

Only	mitigation	banks,	which	are	required	by	regulation	to	collect	environmental	metrics,	could	
be	adequately	compared	to	each	other.		The	US	Army	Corps	of	Engineers	(USACE),	and	
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Interagency	Review	Teams	(IRT)	require	monitoring	reports	for	mitigation	banks	and	many	
employ	similar	metrics.	Monitoring	includes	assessments	of	permanent	vegetation	plots	
collecting	data	on	species,	heights,	density,	and	number	of	woody	species,	volunteer	species,	
and	invasive	species.		Stream	channel	stability	and	hydrology	are	also	measured,	using	
reference	stakes,	longitudinal	cross-section	profiles,	bank	height	ratios,	and	flow	gauges.		Water	
quality	and	macroinvertebrate	populations	are	also	monitored	within	the	restoration	site,	
specific	parameters	are	laid	out	for	each	individual	bank,	but	often	include	pH,	dissolved	
oxygen,	and	conductivity	lxvii,lxviii.	

Of	all	the	funds	we	spoke	with,	one	did	not	collect	environmental	performance	data.		It	was	
their	experience	that	investors	were	not	asking	for	them	and	was	not	worth	the	cost	or	effort.	

	

	
Figure	8	Distinctions	Among	Environmental	Assets	Leading	to	Unique	Metrics	and	Certifications.	

	

3.1.1	–	Role	of	Certifications	in	Environmental	Real	Assets	Investing		
Throughout	our	research	we	found	consistent	use	of	certifications	in	both	timber	and	
agriculture	investments.		We	encountered	four	main	certifications	within	the	timber	industry,	
with	FSC	and	SFI	being	the	most	prominent.		Within	agriculture,	four	separate	certification	
schemes	were	used,	all	with	varying	frequency,	and	none	dominating	the	market	(see	Figure	9).		
Managers	certified	their	assets	to:	

• Adhere	to	industry	standards;	
• Achieve	access	to	new	markets/product	differentiation;	
• Satisfy	investor	requirements;	and	
• Satisfy	buyer	requirements	
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Figure	9	Dominant	Certification	Schemes	in	Timber	and	Agriculture.	

A	certification,	as	it	pertains	to	real	asset	investments,	is	an	endorsement	that	confirms	a	
particular	set	of	characteristics.		These	characteristics	are	stated	in	the	certification	
requirements,	measured	across	ESG	considerations,	and	monitored	for	compliance.		All	
prominent	certifications	are	verified	by	3rd	party	auditing	bodies.	

Certifications	are	industries’	attempts	to	accomplish	two	goals.		The	first	is	to	provide	some	
incentive	to	meet	environmental	standards.		This	incentive	provides	access	to	new	market	
segments	and	the	ability	to	extract	a	price	premium	based	on	the	certification,	and/or	obtain	
social	license	to	operate	(as	one	timber	manager	stated).		In	timber	and	agriculture,	these	
certifications	are	often	standard	and	requisite	for	attracting	capital	and	being	competitive.		
While	they	are	in	theory,	voluntary	certifications,	they	often	comprise	upwards	of	~80%	of	the	
assets	owned	by	the	funds	we	surveyed.		The	second	goal	is	to	provide	some	form	of	
standardization.		While	they	apply	standard	metrics	through	their	certification	process,	they	do	
not	allow	for	competition	based	on	those	metrics.	The	certifications	that	exist	generally	lack	
performance	gradation.		Assets	and	funds	either	adhere	to	the	requirements	or	do	not.		As	
such,	these	certifications	provide	no	means	for	funds	to	compete	on	environmental	outcomes.	
Those	that	comply	have	no	additional	incentive	to	exceed	the	standards	set	by	the	certifying	
body.	

For	the	majority	of	the	timber	managers	we	spoke	with,	the	main	motivation	for	achieving	
certification	was	to	adhere	to	industry	standards.		The	two	most	prominent	timber	
certifications	amongst	our	surveyed	funds	were	FSC	and	SFI.		Certifications	were	so	common	
throughout	the	industry	that	they	were	not	used	to	achieve	market	differentiation.		The	FSC	
certification	was	established	in	the	1990s	by	business,	environmental,	and	community	leaders	
in	an	effort	to	achieve	the	highest	and	truest	value	of	timberland.		The	Forest	Stewardship	
Council,	for	instance,	has	10	principles	that	have	to	be	met,	containing	57	criteria	and	metrics	
that	have	to	be	met	and	recorded	in	order	to	achieve	certification.		The	certification	extends	
through	the	supply	chain	and	includes	environmental,	social,	and	governance	considerationslxix.		



	
MP_Final_CoppSpenceKent.docx	 	 	

27	

The	certification	is	voluntary,	requires	periodic	audits,	and	has	individual	certification	schemes	
for	80	countries.		The	Sustainable	Forestry	Initiative	(SFI)	certification,	often	used	in	place	of	or	
in	conjunction	with	FSC,	was	the	industry	response	to	FSC	certification	starting	just	1	year	after.		
While	there	is	substantial	overlap	in	the	requirements	for	certification,	SFI	emphasizes	research	
within	working	forests	and	is	program-based,	whereas	FSC	is	performance-based	and	generally	
considered	environmentally	and	socially	more	stringent	lxx,lxxi,lxxii.		Both	certifications,	regardless	
of	how	stringent	they	are	on	ESG	factors,	lack	gradation.		There	is	no	way	to	compare	assets	
with	the	same	certification.			

In	agriculture,	certifications	similarly	lack	the	structure	that	allows	for	comparison	and	
competition.		Throughout	our	research	we	encountered	four	certification	schemes,	none	
significantly	more	frequent	than	any	other.		Who	assigns	the	certification	and	audits	the	assets	
was	the	major	differentiation	between	agriculture	certifications	and	timber	certifications.		
Whereas	in	timber	we	see	exclusively	independent	3rd	party	non-profits	providing	the	service,	
in	agriculture	we	saw	the	US	Department	of	Agriculture,	schemes	imposed	by	supply-chain	
buyers,	and	independent	non-profit	organizations.		This	is,	in	part,	because	of	the	large	number	
of	agricultural	products,	each	requiring	their	own	tailored	set	of	metrics	and	standards.	

Of	the	other	asset	types	surveyed,	only	fisheries	have	certification	programs.		Neither	water	
rights	nor	mitigation	banking	were	structured	in	such	a	way	as	to	allow	for	certifications.		
However,	because	investment	in	fisheries	was	only	just	beginning,	we	did	not	observe	the	use	
of	any	certification.	

While	we	saw	realized	positive	impact	come	from	the	use	of	certifications,	we	are	critical	about	
what	they	actually	accomplish	in	the	industry.		They	fell	well	short	of	providing	a	platform	on	
which	funds	can	compete	on	environmental	performance,	and	in	many	cases	were	so	
ubiquitous	they	are	almost	meaningless.		For	timber,	nearly	all	of	our	funds	had	certified	assets.	

	

3.2	-	Why	do	Funds	Measure?	
What	metrics	are	used	depended	entirely	on	why	funds	and	managers	measure.		We	found	7	
motives	that	drove	funds	to	employ	metrics.		These	can	be	grouped	into	two	categories:	
Internally	motivated,	and	externally	motivated.	Figure	10	is	a	graphical	representation	of	funds’	
reasons	to	measure	separated	by	internal	and	external	factors.	
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Figure	10	Motivation	for	Monitoring	Broken	Down	inter	Internal	and	External	Drivers.		Funds	often	have	multiple	

motivations	to	measure.	

3.2.1	–	Fund	Positioning	as	Impact	or	Conventional		
Prior	to	reviewing	results	of	the	survey,	we	hypothesized	that	funds	that	position	themselves	as	
impact	would	collect	more	environmental	data	and	have	more	sophisticated	metrics	schemes.	
We	found	that	some	of	the	funds	with	the	most	advanced	data	collection	did	not	position	
themselves	as	impact.	In	general,	not	all	funds	that	collected	and	report	environmental	data	
identified	as	impact	funds,	nor	did	the	inverse	hold	true	in	some	unfortunate	cases.		Funds	have	
the	ability	to	identify	and	market	themselves	however	they	see	most	fit	for	their	objectives.		
Simply,	some	emphasized	the	impact,	while	some	did	not.		Figure	11	shows	the	breakdown	of	
funds	interviewed	by	asset	type	and	whether	they	were	marketed	and	positioned	as	impact	or	
conventional		

	

	
Figure	11	Breakdown	of	Funds	Surveyed	as	Conventional	or	Impact,	and	by	Asset	Type	

The	results	of	our	survey	revealed	that	there	were	two	prevailing	reasons	why	a	fund	chose	to	
position	as	“impact”	or	“conventional.”	Funds	that	chose	to	position	as	impact	feel	that	
marketing	themselves	as	impact	may	increase	access	to	certain	pools	of	“impact”	capital.	Many	
public	pensions	and	endowments	now	have	bylaws	on	the	percentage	of	designated	“impact”	
investments	they	must	have	capital	allocated	to.	Some	funds	asserted	that	this	is	a	growing	
niche,	and	early	entry	will	prove	valuable	as	investors	increasingly	allocate	capital	to	impact	

 FUNDS INTEVIEWED	 Total	 Timber	 Agriculture	 Water Rights	 Wetland 
Mitigation	

Fisheries	

Conventional 	 10	 3	 2	 2	 3	 0	
Impact	 8	 4	 4	 0	 0	 0	
NA/NGO Supported 	 1	 0	 0	 0	 0	 1	

Total	 19	 7	 6	 2	 3	 1	
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investments.		In	order	to	be	able	to	tap	into	this	earmarked	“impact”	capital,	funds	chose	to	
position	themselves	as	impact	funds.	

Other	funds,	in	an	effort	to	attract	conventional	capital,	deemphasized	impact	while	
emphasizing	competitive	returns.		Many	conventional	funds	believed	their	investors	viewed	
impact	as	coming	at	a	direct	financial	trade-off.	One	in	particular,	a	mitigation	fund,	stated	that	
regardless	of	the	monitoring	efforts,	the	reporting,	and	environmental	performance,	the	fund	
emphasizes	its	market-rate	returns	above	all	else.		This	is	particularly	significant,	because	
mitigation	relies	on	verified	environmental	performance	with	regulatory	oversight.		Not	having	
to	broadcast	impact	or	environmental	accounting	efforts	because	of	the	regulatory	oversight	
may	be	one	distinct	advantage	of	the	mitigation	industry’s	structure.	

These	opposing	beliefs	represent	a	tension	among	funds	wanting	to	access	different	forms	of	
capital.	It	is	therefore	not	accurate	to	assume	that	funds	positioned	as	impact	put	more	
resources	or	effort	into	metrics	than	those	positioned	as	conventional.	

	

3.2.2	–	External	Reasons	to	Measure		

Regulatory	Requirement	
In	mitigation	banking,	monitoring	is	required	for	credit	release	and	revenue	generation	of	
mitigation	banks.		There	are	thresholds	to	be	met	that	trigger	the	release	of	mitigation	credits	
to	the	firm.		If	monitoring	reports	indicate	poor	performance	of	the	streams	and/or	wetlands,	
the	USACE	and	the	IRT	can	withhold	credit	releases	until	performance	criteria	are	met.		The	
environmental	function	of	the	stream	and	wetland	is	central	to	the	industry	and	the	ability	of	
mitigation	banks	to	earn	revenue.	

Large	portions	of	operational	costs	were	allocated	to	monitoring.		Mitigation	firms	indicated	
that	monitoring	costs	comprised	between	5%-20%	of	full	project	costs.		It	is	important	to	note	
that	the	higher	end	of	this	range	is	a	product	of	long-term	management	fund	(endowment)	
requirements,	which	are	not	uniform	across	the	industry.	It	is	notable	however,	that	among	all	
of	the	real	asset	categories	we	surveyed,	mitigation	banks	are	the	only	funds	that	are	regulated	
to	monitor	into	the	future.	

Mitigation	funds	reported	that	their	investors	were	not	generally	concerned	with	the	data	from	
monitoring.		Managers	therefore,	provided	investors	with	stories	and	images	to	communicate	
the	environmental	uplift	of	their	investments.		Perhaps	because	achieving	monitoring	goals	is	
fundamental	to	the	funds’	cash	flows,	investors	were	content	to	not	oversee	the	environmental	
effects	as	the	regulatory	agencies	provide	stringent	oversight.	For	regulators,	it	is	not	enough	to	
see	the	presence	of	measurements.		They	are	wholly	concerned	with	the	results	indicated	by	
the	data.		It	may	be	that	only	in	a	regulated	industry	are	funds	guaranteed	environmental	uplift,	
as	that	is	the	foundation	of	the	industry.	

Investors	Require	Metrics	
Particularly	timber	and	agriculture	funds	developed	metrics	schemes	and	maintained	ongoing	
monitoring	because	due	to	investor	requirements.		Many	have	had	a	history	of	investment	from	
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European	institutions	that	tend	to	have	very	rigorous	reporting	standards.		One	timber	fund	
relayed	that	one	of	their	Dutch	investors	required	a	14	page	ESG	questionnaire	during	the	due	
diligence	phase.		Had	this	fund	not	previously	measured,	it	would	have	been	extremely	
expensive	and	onerous	for	them	to	put	together	the	environmental	information	in	order	to	
access	that	capital.	By	establishing	measuring	processes,	the	funds	were	able	to	compete	for	
European	pensions,	sovereign	wealth	funds	and	development	banks	that	have	detailed,	
bureaucratic	reporting	requirements	and	a	higher	level	of	ESG	sophistication.	These	funds	were	
also	positioning	themselves	to	tap	into	capital	from	U.S.	institutions	and	endowments	that	are	
making	increasing	commitments	to	positive	environmental	impact.		One	manager	said	about	
why	they	collect	and	report	environmental	data	was	that	they	are	simply	required	to	report	on	
things	they	have	been	doing	for	years	–	evidence	that	investors	and	the	public	are	responding	
to	“heightened	conversation	and	discourse	over	climate	change,	poverty,	people,	and	
environment.”	

Like	some	institutional	investors,	HNWIs	often	had	similar	demands	of	managers	and	advisors.		
Because	dealing	with	multiple	HNWIs	and	fund	managers	can	be	arduous	for	both	parties,	
wealth	advisors	play	an	important	role.		They	are	increasingly	being	asked	to	be	environmental	
intermediaries,	not	just	financial	advisors.		While	many	advisors	are	educated	and	experienced	
in	financial	advising,	it	is	clear	from	many	of	the	managers	we	spoke	with	that	true	and	
comprehensive	knowledge	of	the	underlying	asset	was	missing.	

Required	by	Supply	Chain	Partners	
We	found,	in	one	case,	that	a	supply	chain	partner	required	that	producer(s)	meet	certain	
standards.		In	this	case	the	direct	buyer	had	established	sustainability	criteria	they	imposed	on	
producers.		This	does	not	meet	the	criteria	of	certification,	but	does	provide	a	unique	insight	in	
to	the	powers	of	consumers	and	suppliers	of	agricultural	and	timber	products.	

	

3.2.3	–	Internal	Reasons	to	Measure		

Marketing	
As	the	area	of	impact	investing	has	grown	over	the	past	decade,	certain	funds	have	positioned	
themselves	in	the	intersection	of	environmental	impact	and	real	assets	to	fill	investor	demand	
in	a	new	niche.	They	raised	funds	around	“sustainable”	or	“environmental”	real	assets	and	have	
stated	commitments	in	their	Private	Placement	Memorandums	(the	document	that	funds	use	
to	communicate	their	investment	thesis	and	plans	to	investors)	towards	environmental	
practices	and	outcomes.		To	support	their	stated	commitments	funds	either	chose	to	be	
externally	verified	through	existing	certifications	(i.e.	FSC,	USDA	Organic,	SFI)	or	they	created	
their	own	voluntary	environmental	metrics	to	communicate	to	external	investors	and	partners.	

Certifications	are	a	‘known	quantity’	for	investors	and	are	easily	communicated.		Funds	
subscribed	to	environmental	certifications	in	order	to	clearly	and	simply	signal	to	their	investors	
that	they	follow	through	on	stated	environmental	commitments.	Having	an	outside	body	
auditing	may	be	seen	as	a	stronger	verification	mechanism	in	the	market.		In	order	to	undergo	
the	annual	audits	to	maintain	certification	of	their	assets,	funds	measured	environmental	
outcomes	themselves	and	with	the	auditors.	
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The	funds	that	did	not	chose	to	be	certified	but	have	created	their	own	metrics	system	stated	
doing	so	because	of	the	unique	characteristics	of	the	asset	they	invested	in	and	the	geographies	
they	operate	in.	In	their	view,	the	limitation	of	certifications	was	that	in	real	assets	there	was	
no	“one-size-fits-all”	schematic	that	properly	tracks	the	key	environmental	outcomes	and	
therefore	they	created	their	own	metrics	to	track	the	outcomes	they	and	their	investors	were	
most	interested	in.		

Marketing	allows	for	increased	access	to	different	pools	of	capital.		We	draw	the	important	
distinction	that	marketing	environmental	monitoring	is	not	the	same	as	marketing	positive	
environmental	performance.		The	former	refers	to	the	procedures	and	metrics	used	to	guide	
data	collection	–	the	second	is	interpreting	the	data	and	communicating	those	findings.		Most	
funds	marketed	their	procedures	and	policies	around	monitoring,	rather	than	what	the	data	
suggest	as	performance.		When	asked	directly,	one	timber	manager	agreed	that	investors	were	
generally	more	focused	on	the	presence	of	principles	and	procedures	than	the	results	(positive	
or	negative).		Perhaps	the	first	step	to	positive	impact	is	quantification	and	monitoring,	and	in	
the	evolution	of	environmental	accounting	we	will	see	investors	scrutinize	the	impacts	more	
than	simply	the	monitoring	efforts.	

Someone	critical	the	marketing	of	impact	investing	and	sustainability	in	capital	markets	noted	
that	“what	were	just	words	are	now	becoming	actions.”		Despite	the	suggestion	that	much	the	
marketing	out	there	has	little	truth	behind	it,	this	statement	does	express	that,	while	actions	
might	come	slower	than	words,	funds	are	making	good	on	their	marketing	strategy.	

Mission	
Separate,	but	often	closely	related	to	marketing,	is	the	internal	mission	of	the	fund.		Written	
into	many	of	the	funds’	mission	statements,	and	reiterated	by	managers	and	advisors,	was	the	
intent	to	make	both	environmental	and	financial	contributions.		A	timber	manager	spoke	very	
plainly	saying,	“we	consider	ourselves	stewards	of	our	assets	(trees	&	land),	investments,	this	
company,	this	earth	and	a	way	of	life.”	Whether	a	fund	was	marketed	as	“impact”	or	not,	funds	
maintained	internal	commitments	to	stewardship	and	environmental	outcomes.	For	some	this	
commitment	seemed	to	be	for	risk	mitigation	purposes	as	the	outside	public	and	investors	
continue	to	scrutinize	environmental	outcomes	more.		For	others,	the	commitment	helped	to	
engage	employees,	partners	and	stakeholders.	In	either	case,	having	an	internally	stated	
mission	of	environmental	stewardship	led	these	funds	to	take	measures	to	track	their	
environmental	performance	against	their	stated	goals.			

Tool	to	Improve	Asset	Performance		
Some	funds	that	owned	and	operated	their	assets	measured	in	order	to	improve	the	
performance	of	their	assets.	Particularly	for	assets	in	which	the	environmental	health	of	the	
resource	leads	to	improved	yields	(forests	and	farmland),	creating	a	baseline	of	the	asset’s	
environmental	condition	through	metrics	and	then	continuous	measurement	and	tracking	
helped	asset	managers	operate	towards	both	higher	financial	returns	and	better	environmental	
outcomes.		For	funds	where	assets	were	held	for	longer	durations	(10+	years),	measuring	
helped	create	value	realized	upon	disposal	(sale)	of	the	asset.		Other	funds	sought	arbitrage	
opportunities	through	data	collection	and	monitoring.		By	changing	management	based	on	
performance	metrics,	some	funds	believe	they	can	provide	above-market	returns	to	investors.	
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Regardless	of	why	funds	collected	environmental	data,	we	found	that	both	the	act	and	results	
of	monitoring	produce	three	main	results.	

• Monitoring	may	improve	asset	performance	leading	to	better	financial	performance	in	
the	market.	

• Marketing	as	conventional	or	impact,	regardless	of	monitoring	efforts,	can	attract	
different	pools	of	capital.	

• Monitoring,	in	the	case	of	mitigation	banking,	is	required	for	participation	in	the	
industry.	
	

It	is	important	to	note	here,	however,	that	metrics	collected	for	internal	reasons	were	not	
always	reported	to	external	audiences	such	as	investors.	Monitoring	and	reporting	are	two	
separate	activities	that	should	not	be	seen	as	one	in	the	same.	For	competitive	advantage	
reasons,	some	funds	chose	not	to	communicate	every	metric	they	collect.		Some	managers	
determined	that	the	data	they	collect	are	beyond	the	investors’	level	of	environmental	
sophistication	and	concern.		Communicating	too	many	metrics	back	to	the	investor	could	cause	
fatigue.		

	

Due	Diligence	
When	deciding	which	assets	to	invest	in,	funds	engaged	in	lengthy	and	detailed	due	diligence	
periods	before	acquiring	the	asset.	Most	of	the	funds	in	our	survey	did	not	cite	using	
environmental	metrics	as	a	substantive	part	of	their	due	diligence	process.	Many	said	that	
measuring	impact	occurred	only	after	the	asset	had	already	been	acquired.		Impact	metrics	
were	measured	in	comparison	to	a	day-one	baseline.		A	few	funds	however	did	cite	
environmentally	focused	methodologies	that	stood	out	as	unique:	

1. Case	#1:	Internal	ESG	Pre-Screen	From	Agricultural	Fund:	One	management	fund	used	
an	internal	classification	of	rating	potential	investments	as	Excluded,	Neutral,	Light	
Green,	or	Dark	Green.		Beyond	applying	exclusions	or	examining	risks,	this	fund	
bucketed	potential	investments	on	their	ability	to	create	impact	and	align	with	the	
mission	of	the	fund.		(See	Appendix	for	further	details.)	
	

2. Case	#2:	Focused	on	Compliance	with	Certification	in	Timber:	One	timber	fund	we	
analyzed	said	that	the	FSC	certification	acted	as	a	good	proxy	indicator	for	both	risk-
return	profile	and	impact.	For	this	impact	fund,	past	and	current	certification	allowed	
for	clear	reporting	to	investors.	This	fund	had	in	place	further	restrictions	to	ensure	
assets	did	not	contribute	to	deforestation	or	erosion.	
	

3. Case	#3:	Mitigation	Bank	Focused	on	Total	Potential	Off-set	Credits:		Revenue	for	this	
mitigation	fund	was	a	function	of	market	price	for	their	off-set	credits,	as	well	as	the	
number	of	credits	available	from	restoration.		The	US	Army	Corps.	would	determine	the	
amount	of	ecological	uplift	from	restoration	and	allocate	credits	accordingly.		This	drove	
the	mitigation	fund	to	find	those	assets	where	restoration	can	result	in	the	greatest	
impact.		This	had	direct	bottom	line	effects		
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4. Case	#4:	Two-Staged	Screening	Process:	One	impact	fund	said	that	it	used	two	
screenings.	First,	the	asset	manager	(not	fund	manager)	would	qualitatively	the	asset	
based	on	past	investments	and	experiences.		Second,	the	fund	used	an	internal	
framework	to	ensure	that	the	asset	would	contribute	directly	to	the	stated	outcome	of	
the	fund.	With	this,	the	fund	had	specific	“impact	outcomes”	alongside	financial	
outcomes.	Feasibility	of	these	outcomes	was	evaluated	before	and	throughout	
acquisition	and	management.	

	
This	last	case	identifies	a	very	large	gap	in	environmental	accounting,	between	asset	managers	
and	fund	managers/advisors.		Asset	managers	are	those	who	physically	manage	the	crop,	
timber	plantation,	fishing	vessels,	etc.		We	found	that	most	fund	managers,	and	nearly	all	
advisors	had	very	little	experience	working	with	the	environmental	real	assets	they	are	
capitalizing.		However,	not	only	were	they	providing	the	investment	capital,	they	required	
sophisticated	monitoring	and	reporting.		As	Case	#4	makes	evident,	it	is	very	important	to	have	
people	with	deep	knowledge	of	the	asset,	managing	it	on	the	ground	and	communicating	the	
significance	of	the	data.	

Some	funds	stated	that	as	they	are	currently	only	piloting	metrics	within	their	fund,	which	they	
saw	as	the	first	step	to	eventually	incorporating	metrics	throughout	the	due	diligence,	
investment,	and	management	phases.	Further,	some	expressed	interest	to	test	metrics	for	
correlation	with	asset	performance.	

We	weren’t	the	only	ones	asking	‘why	measure.’		In	conversations	with	managers	and	advisors,	
we	found	that	the	question	was	being	asked	internally	just	as	often.		This	exposed	a	huge	
amount	of	uncertainty	in	the	practice	of	environmental	accounting.		Doubt	persists	within	
companies	and	funds,	and	within	the	larger	industry,	as	to	why	measuring	is	important	and	
what	it	might	contribute.		One	manager	suggested	that	environmental	accounting	may	only	be	
interesting	from	an	academic	point	of	view,	while	in	practice	its	value	(if	any)	might	not	be	
realized.		Certainly	there	are	positive	(and	negative)	environmental	impacts	as	a	result	of	direct	
investments,	but	is	there	value	in	monitoring	and	measuring?		Do	funds	that	monitor	and	
report	do	better	than	comparable	funds	that	don’t?		What	does	it	mean	to	do	better?		These	
questions	arose	in	internal	conversations.	Enough	people	believe	environmental	accounting	
adds	value,	because	they	incur	large	costs	to	measure	and	report.		For	some,	mitigation	bankers	
specifically,	they	saw	required	monitoring	and	reporting	as	a	barrier	to	entry	for	new	funds.		
Aggressive	monitoring	and	a	high	environmental	threshold,	validated	and	enforced	by	
regulatory	agencies	“professionalizes	what	we	do,”	shared	one	mitigation	banker.		Another	
fund	offered	that	reporting	may	have	little	to	do	with	communicating	the	environmental	
impacts	generated	by	the	investments,	but	rather	was	a	positioning	tool	for	the	fund	in	the	
burgeoning	Natural	Capital	Economy.		While	there	were	many	varied	responses	to	why	fund	
measure	and	report	environmental	impacts,	to	hear	that	some	managers	and	advisors	were	
asking	questions	internally	without	clear	answers,	showed	the	under-developed	nature	of	
environmental	accounting.	
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3.4	-	Investor	Interest	In	Environmental	Accounting	
Investors	of	all	types,	both	within	and	across	assets	were	asking	for	disparate	metrics,	varied	
forms	of	reporting,	and	mixed	performance	outcomes.		We	found	that	there	was	no	
standardization	in	the	requirements	of	investors.		As	reported	by	the	funds,	investors	were	
more	concerned	with	presence	of	procedures,	metrics,	and	reports,	than	with	the	
environmental	performance	illustrated	by	those	data.	

Investors	played	a	critical	role	in	how	funds	select,	conduct,	and	report	their	environmental	
accounting	efforts.		We	asked	funds	how	interested	their	investors	are	in	the	environmental	
impacts	of	their	investments.		We	found	much	variation	in	both	the	degree	of	environmental	
scrutiny	and	what	they	require	from	funds.		There	were	some	trends	within	investor	segments,	
but	generally	there	was	little	alignment	in	what	was	required	within	and	between	investor	and	
asset	types.	

Perhaps	more	interesting	than	the	degree	to	which	investors	were	concerned	with	
environmental	outcomes,	was	why	some	investors	were	more	interested	than	others.		It	was	
clear	from	funds’	responses	that	the	requests	from	investors	around	environmental	accounting	
are	all	over	the	map.		The	most	environmentally	committed	groups	of	investors	tended	to	be	
high	net	worth	individuals	and	European	institutional	investors.		HNWIs	and	family	offices	often	
had	a	stated	mission	and	screen	investments	based	on	their	commitment	to	impact,	as	did	
European	pensions.		Both	focused	on	wealth	preservation	tending	to	favor	lower	risk-return	
profiles.		Unlike	endowments	or	pensions	however,	HNWIs	did	not	have	annual	spending	
requirements.	Both	investors	represent	“patient	capital,”	which	typically	aligns	well	with	the	
prolonged	timeline	associated	with	real	assets.	

Additionally,	HNW	offices	were	usually	comprised	of	just	one	or	very	few	investor(s)	and	were	
therefore	not	accountable	to	constituencies	or	unions.		HNWI’s	tended	to	be	very	interested	in	
the	environmental	impacts	and	outcomes	of	real	assets	funds,	ensuring	close	alignment	with	
their	mission.		This	does	not	mean	however,	that	they	were	willing	to	lose	money	or	take	on	
additional	risk.		As	one	fund	manager	put	it,	HNWIs	“like	the	impact	story	to	brag	about	to	their	
friends	but	don’t	want	to	lose	money	while	doing	it.”	The	same	manager	stated	that	family	
offices	seemed	more	willing	to	compromise	on	return	for	more	impact	but	were	not	be	willing	
to	take	on	more	risk.	This	was	consistent	with	a	HNWI’s	general	mission	of	wealth	preservation.	

Funds	surveyed	reported	that	European	institutions,	specifically	German	and	Scandinavian	
clients,	were	very	proactive	regarding	environmental	accounting	and	reporting.		Given	that	
these	European	institutions	manage	money	for	an	environmentally	conscious	populous,	it	is	
logical	that	they	will	be	the	most	concerned	with	environmental	impacts	and	more	rigorous	in	
their	reporting	requirements.	See	appendix	for	key	quotations	from	fund	managers	on	
investors’	level	of	interest	in	environmental	outcomes.		

Foundations’	and	Development	Banks’	tended	to	be	concerned	with	environmental	impacts	on	
specific	aspects	of	the	environment.		One	fund	manager	observed	that	foundations	are	
increasingly	trying	to	match	their	investments	with	the	mission	of	their	foundation,	therefore	
fixating	on	certain	components	of	overall	impact.		Similarly,	development	banks	have	specific	



	
MP_Final_CoppSpenceKent.docx	 	 	

35	

objectives.		Though	they	are	concerned	with	impact,	they	too	tend	to	focus	on	specific	
parameters	rather	than	the	broader	environmental	impact.	

According	to	the	funds	we	surveyed,	institutional	investors	in	the	U.S.	tended	to	differ	in	their	
level	of	interest	in	environmental	outcomes.	See	appendix	for	a	schematic	of	investor	level	of	
environmental	interest	plotted	against	willingness	to	compromise	on	returns.		Sustainability	
stories	satisfy	some	requirements	for	annual	reports.		For	university	endowments,	pressure	to	
“divest”	from	certain	perceived	environmentally	negative	investments	such	as	fossil	fuels	drives	
their	investment	strategy.	In	the	midst	of	this	heightened	scrutiny,	many	institutional	investors	
search	for	alternative	institutional	grade	investments	that	can	deliver	neutral	or	positive	
environmental	impacts.	However,	given	the	reality	of	universities’	spending	policies	in	order	to	
fund	programs	and	scholarships,	pay	professors,	and	grow,	they	may	not	be	willing	to	
compromise	on	target	return.	

	

3.4.1	–	Investors’	Requests	for	Environmental	Reporting			
Investors	with	broad	public	constituents,	such	as	pensions,	sovereign	wealth	funds,	or	
development	banks	tend	to	have	institutionalized	due	diligence	questionnaires	around	
environmental	impacts.		Funds	referred	to	this	as	having	to	“check	the	box.”		Many	pensions	
now	have	stipulations	written	into	State	policy	around	“impact”	allocations.		However,	we	also	
heard	from	funds	that	once	that	box	is	checked,	the	regular	reporting	requirements	became	
less	onerous	once	the	pension	had	decided	to	place	money	with	the	fund.		We	will	revisit	it	
shortly.	

HNWI’s	and	Foundations	ask	for	environmental	impacts	as	a	series	of	one-off	requests	
regarding	the	aspects	that	are	closest	to	the	individual’s	values	or	foundation’s	mission.	These	
investors	have	less	widespread	public	scrutiny	and	therefore	are	not	as	concerned	about	
potential	risk	issues	that	could	arise	from	environmental	impacts.	We	did	hear	that	HNWI’s	
tended	to	want	ongoing	information	(whether	that	be	quantitative	metrics	or	qualitative	
stories)	regarding	the	environmental	performance	of	the	fund	in	which	they	have	placed	their	
money.	This	is	likely	because	their	decision	to	place	money	in	a	positive	environmental	impact	
fund	stems	from	a	personal	value	rather	than	a	sanctioned	policy.	

It	was	often	stated	that	there	was	often	more	upfront	requests	coming	from	investors	than	
ongoing	performance	reporting.		There	are	many	indications	that	investors	of	all	types	are	more	
concerned	with	the	presence	and	use	of	metrics,	monitoring	procedures,	and	reporting	
methods,	than	they	are	with	the	environmental	performance	outcomes.		This	is	a	major	finding.		
It	is	often	said	in	business	that	what	gets	measured	gets	managed.		Perhaps	we	have	found	an	
instance	where	this	does	not	hold.		It	points	to	a	severe	lack	of	scrutiny	and	sophistication	on	
the	part	of	investors	that	they,	as	one	manager	put	it,	“they	don’t	want	to	take	it	further…	we	
have	a	process,	[the	process]	is	often	enough	for	investors.”	
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3.4.2	–	Role	of	Investors	in	Environmental	Accounting	
Throughout	our	examination	with	fund	managers	of	investors’	roles	in	encouraging	
environmental	accounting,	the	question	arose	of	how	much	environmental	sophistication	
should	investors	be	expected	to	have.		Should	investors	be	expected	to	drive	environmental	
accounting	efforts	throughout	the	market?	They	clearly	have	the	most	control	over	where	
capital	flows,	but	should	they	themselves	be	responsible	for	the	validity	of	a	fund’s	
environmental	outcomes?		This	in	turn	forces	us	to	ask	whose	role	is	it	to	provide,	standardize,	
simplify,	and	compare	environmental	impact	data	and	investor	stipulations.		One	the	one	hand	
investors	are	asking	for	disparate	measures	and	procedures,	often	deemphasizing	performance.		
As	a	result	funds	were	receiving	requests	from	investors	and	other	interested	parties.		On	the	
other	hand	there	were	no	standardized	metrics	or	reporting	methods	which	managers	and	
investors	elect	to	use	or	compare.		While	opportunities	to	standardize	exist	around	metrics	
such	as	The	GIIN’s	IRIS	metrics,	we	observed	little	to	no	standardization.		Without	this	there	can	
be	no	comparison	and	competition	on	the	basis	of	environmental	performance.		Who’s	job	
might	it	be,	and	is	comparison	even	the	point.		This	may	increasingly	be	the	future	role	of	
investment	advisors	or	an	opportunity	for	a	third-party	environmental	verifying	body.	

A	number	of	funds	shared	concerns	about	investor	involvement	as	well.		They	noted	that	
institutional	investors	have	driven	the	industry	to	where	it	is	today.		Bureaucratic	
responsibilities,	and	burdensome	expectations	such	as	spending	requirements	and	risk	
management,	mean	that	they	move	and	mature	very	slowly.		High-net-worth	offices	are	highly	
individual	and	difficult	to	aggregate,	and	there	was	almost	no	information	on	retail	investors	in	
the	impact	investing	space.		The	major	question	managers	have	about	investors	was,	‘what	
level	of	sophistication	can	we	expect	from	them	around	environmental	accounting?’		While	
there	are	changing	expectations	from	investors,	such	as	risk-adjusted	return,	time	horizons	on	
investment,	and	impact	reporting,	do	investors	really	know	what	they	want	in	terms	of	
environmental	performance,	and	can	funds	give	it	to	them?		One	manager	identified	what	she	
calls	‘diminishing	returns	on	the	cost	effectiveness	of	metrics.’		That	is	to	say,	collecting	and	
reporting	some	metrics	gives	access	to	a	larger	pool	of	capital,	but	doubling	the	monitoring	and	
reporting	does	not	continue	to	increase	the	amount	of	available	capital.		For	many	investors,	
the	presence	of	an	environmental	impact	report	in	various	funds	seems	evidence	enough	of	
positive	impact.		The	amount	of	impact	generated	has	not	a	point	of	differentiation,	not	
because	investors	don’t	care	about	it,	but	because	they	have	not	proven	that	they	care	about	it.	

	

3.5	–	Goal	to	Standardize	Environmental	Accounting	
Despite	calls	for	standardization,	there	was	no	clear	unified	vision	among	fund	managers	for	the	
future	of	environmental	accounting	of	real	assets.		There	was	a	common	view	that	investors	are	
going	to	become	increasingly	interested	in	the	environmental	components	of	their	investments.		
This	has	been,	and	likely	will	continue	to	be	the	central	driver	in	the	space.		According	to	one	
fund,	foundations	in	the	U.S.	are	pushing	funds’	metrics	as	they	aim	to	align	their	investments	
more	with	their	mission.		Multiple	funds	mentioned	that	they	believe	investors	will	increasingly	
worry	about	outside	scrutiny	around	environmental	risk	and	therefore	will	begin	to	ask	more	
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sophisticated	questions.		Other	funds	recognized	the	need	to	move	from	more	qualitative,	
“story-telling”	to	more	metrics	based,	quantitative	reports.	

Other	funds	mentioned	plans	to	pilot	technology	applications	in	the	future	to	collect	data	in	a	
more	streamlined	manner	such	as	drones	or	remote	sensors.		Recognizing	the	amount	of	hours	
and	money	it	takes	to	measure,	these	funds	are	searching	for	more	efficient	mechanisms	by	
which	they	can	collect	and	analyze	the	data	coming	off	their	assets.		These	efforts	are	largely	
seen	within	funds	that	collect	environmental	metrics	to	improve	asset	performance.	

The	mitigation	banks	we	interviewed	did	not	have	material	plans	to	change	their	metrics.	Some	
saw	the	potential	for	change	in	the	monitoring	requirements	set	by	the	USACE.		The	context	for	
environmental	monitoring	that	regulation	provides	–	proven	and	sustained	environmental	
performance	–	allows	investors	to	largely	ignore	the	impact	of	their	investments.		Mitigation	
funds	don’t	compete	on	the	basis	of	their	impact,	as	it	is	considered	so	high	and	is	a	requisite	
for	operations.	

	

3.5.1	-	Role	of	3rd	Party	Advisors	
As	environmental	real	assets	investing	gains	momentum	as	an	asset	class,	investment	advisors’	
role	in	environmental	accounting	and	reporting	will	increase	as	will	the	level	of	environmental	
sophistication	needed.		As	more	HNWIs,	endowments	and	foundations	come	to	advisors	for	
help	with	verifying	environmental	impact,	advisors	will	likely	have	to	become	even	more	
systematic	in	their	review	of	funds.		There	is	a	growing	need	for	environmental	expertise	in	
capital	markets.		Generally,	the	advisors	we	approached	come	from	traditional	investing	
backgrounds	as	opposed	to	operations	or	asset	management	roles.		Into	the	future	however,	
we	see	environmental	intermediaries	providing	sought-after	advise	and	fill	the	gaps	of	financial	
advisors.	

Environmental	intermediary	mechanisms	could	lead	to	more	standardized	metrics	for	different	
asset	types,	however	what	we	see	already	is	the	use	of	proprietary	rating	schemes.		Advisors	
have	strong	incentives	to	use	their	own	schemes,	just	as	managers	use	their	own	metrics,	
avoiding	direct	competition.		This	gets	at	the	heart	of	why	we	don’t	yet	have	metrics	
standardization.		Certain	funds	would	expect	to	perform	better	on	certain	metrics	given	the	
nature	of	their	investments.		It	behooves	each	fund	to	measure	and	report	those	metrics,	which	
frame	it	as	most	environmentally	impactful.		Until	required,	funds	seem	content	to	provide	
information	that	does	not	allow	direct	comparison.	Meanwhile,	advisors	compete	for	business	
by	creating	their	own	proprietary	metrics,	using	them	as	competitive	advantage	among	investor	
clients.			

	

3.5.2	-	Regulations,	Certifications,	Industry	Leaders	
There	is	no	doubt	that	investing	in	real	assets,	whether	marketed	as	impact	or	conventional,	is	
a	competitive	field	with	a	diverse	set	of	funds,	investors,	and	advisors.		We	were	surprised	to	
find	that	funds	did	not	identify,	much	less	agree	on,	a	leader	in	environmental	accounting	
across	the	industry.		The	vast	majority	of	the	managers	we	spoke	to	could	not	name	one	fund	
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that	was	at	the	forefront.		Many	said	they	thought	their	fund	was	doing	well,	but	couldn’t	
identify	another	fund	that	stood	out	as	setting	a	standard.		The	only	aberration	to	this	
prevailing	response	was	that	advisory	firms,	“such	as	Sonen	[Capital],	do	the	best	job.”		This	
respondent	went	on	to	say	that	advisory	firms	seem	to	allocate	more	resources	to	
environmental	accounting	because	they	are	more	investor	facing,	and	often,	one	degree	
removed	from	both	the	management	of	the	assets	and	the	financial	returns.		Follow-up	
research	revealed	that	Sonen	Capital	does	use	exclusively	IRIS	metrics	developed	by	The	GIIN	
with	the	hope	that	others	follow	suit.	

This	finding	underscored	the	lack	of	efforts	in	standardization	as	well,	as	funds	are	not	looking	
to	each	other	for	comparison.		Again,	it	could	be	that	while	investors	would	like	and	benefit	
from	a	framework	that	allows	for	comparison	on	environmental	performance,	funds	are	not	
interested	or	incentivized	to	all	such	comparisons.	

Nearly	all	funds	had	internal	and	external	investor-facing	reports,	often	highlighting	roll-up	
statistics	across	funds.		Depending	on	requests	from	investors	and	standard	procedures,	this	
may	be	quarterly,	annual,	or	as	requested.		Many,	though	not	all,	put	out	a	periodic	Impact	or	
Sustainability	Report	highlighting	do-good	activities	and	environmental	gains.		These	largely	
avoid	rigorous	quantitative	analysis,	but	rather	involve	descriptive	metrics	such	as	acres	under	
management,	number	of	trees	grown,	projects	completed,	pounds	of	sustainable	crop	
harvested,	etc.		Despite	funds	measuring	and	reporting	internally,	it	seems	little	of	this	
information	is	made	public,	and	is	even	less	scrutinized	by	competing	funds.	

So	why,	when	we	asked	what	funds	in	the	business	does	this	best,	are	there	no	standouts?		The	
investment	industry,	whether	impact	or	conventional,	is	a	high-stakes	game	where	information	
is	closely	guarded	and	competition	is	fierce.		There	are	entrenched	standards	around	
confidentiality,	which	permeates	throughout	the	industry	and	spill	into	environmental	
accounting.		That	is	not	to	say	funds	do	not	make	information	available	to	investors	and	the	
public,	they	certainly	do.		However,	because	of	the	diversity	of	types	of	metrics,	certifications,	
asset	types,	geographies,	and	investment	strategies	it	is	difficult	to	achieve	points	of	
comparison	or	for	any	one	fund	to	stand	out.	

It	may	be	to	the	advantage	of	funds	not	to	have	standard	metrics	and	reporting	methods.		
Objectively,	we	would	think	this	is	a	goal	of	the	industry,	to	align	their	metrics	to	help	drive	
positive	impact,	ease	interpretation	for	investors,	and	be	able	to	compete	not	just	on	a	financial	
basis	but	also	on	an	impact	basis.		There	are	risks	to	this,	however.		Funds	may	not	be	
producing	the	type	of	impact	their	investors	expect.		It	may	increase	competition	to	the	point	
that	managers	are	sacrificing	financial	returns	to	compete	on	impact,	which	may	drive	away	
large	conventional	investors.		We	may	also	see	a	survival	of	the	fittest,	where	the	majority	of	
the	impact	capital	goes	to	the	top	performers	and	those	who	provide	less	impact	are	starved	
for	capital.		We	think	funds	could	be	comfortable	using	disparate	metrics	and	not	being	directly	
compared	to	one	another	so	that	they	may	avoid	competing	on	a	truly	level	playing	field.	

One	manager	offered	that	the	impact	gap	between	managers	and	investors	could	possibly	be	
filled	by	advisors	and/or	certification	bodies.		Advisors	currently	play	a	large	roll	in	directing	
capital	and	interpreting	impact.		However,	there	is	no	clear	way	to	compare	advisors	on	
environmental	performance,	as	they	are	still	subject	to	many	of	the	same	shortfalls	(lack	of	
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standardization	and	interpretation	of	metrics)	that	funds	experience.		Advisors	instead	rely	on	
the	reputation	and	brand	they	have	built,	to	attract	clients	and	build	scale.		The	possibility	for	a	
certification	body	to	establish	itself	and	take	the	role	of	validating,	interpreting,	and	simplifying	
data	for	investors	is	particularly	appealing.			

There	are,	however,	obvious	drawbacks	to	certifications.		Funds	have	little	incentive	to	exceed	
criteria	or	measure	anything	not	recognized	by	the	certification	because	there	is	little	ability	to	
differentiate.	Certifications	are	criticized	for	‘dumbing	down’	the	environmental	metrics,	
inherently	losing	much	of	the	information	gathered;	and	both	investors	and	managers	would	
bear	the	cost	of	certification	(though	this	might	save	on	in-house	measuring).		If	done	correctly	
we	believe	certifications	can	accurately	inform	investors	without	requiring	high	levels	of	
sophistication	on	environmental	metrics,	and	without	losing	the	useful	information	gathered.		
Currently	the	certifications	that	do	exist,	mostly	in	timber,	are	threshold	certifications,	not	
scales.		That	is	to	say	if	a	fund	meets	or	exceeds	certain	criteria	it	can	be	labeled	as	such,	
instead	of	using	a	certification	scale	of	say,	1	through	5,	based	on	how	many	criteria	are	met.		
Certifications	and	certifying	bodies	may	have	the	opportunity	to	communicate	impacts	in	
simpler	terms.		This	may	bridge	a	large	gap	between	funds’	abilities	to	measure	and	
satisfactorily	report,	and	investors’	ability	(time	and	expertise)	to	interpret	impacts.	

	

4.0	-	THE	PATH	FORWARD	FOR	METRICS	
As	with	any	emerging	asset	type,	the	managers	and	investors	who	continue	to	scan	the	horizon	
for	future	trends	and	changes	are	those	who	set	the	bar	for	performance	and	impact.		Based	on	
the	trends	that	emerged	throughout	the	fund	surveys,	we've	attempted	to	forecast	key	shifts	in	
metrics	among	both	environmental	real	assets	and	the	key	investors.	

Many	funds	and	managers	identified	the	need	for	better	metrics.		Managers	described	three	
specific	improvements.	

(1) Because	of	the	range	of	asset	types,	geographies,	and	ESG	considerations	there	was	a	
call	for	standardized	metrics	and	their	subsequent	adoption.		GIIN,	in	collaboration	with	
many	managers,	developed	IRIS	metrics,	which	have	been	referenced	throughout	this	
paper.		These	were	not	full	adopted,	and	were	often	amended	by	funds	to	better	fit	
their	goals.		IRIS	metrics	did	not	provide	a	means	for	competing	on	environmental	
impact	(and	perhaps	were	not	designed	to).		We	have	heard	from	managers	that	there	
was	not	a	way	to	compare	environmental	returns	across	funds.		Without	the	ability	to	
compete	on	quantifiable	environmental	return,	funds	competed	on	the	presence	of	
impact	(not	the	amount),	and	how	that	impact	is	reported.		There	was	little	incentive	to	
strive	for	greater	impact.	

(2) Where	we	can	saw	competition	based	on	metrics	was	within	mitigation	banking.	Our	a	
priori	hypthesis	was	that	bankers	would	call	for	less	regulation,	though	in	one	case	the	
opposite	proved	true.		Not	only	did	they	see	better	science	leading	to	more	stringent	
regulation,	but	they	welcomed	it.		As	mentioned,	some	mitigation	bankers	saw	high	
regulatory	thresholds	as	barriers	to	entry,	but	also	as	a	validation	of	the	environmental	
good	they	were	doing.	
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(3) The	third	improvement	managers	want	was	improvement	in	the	quality	of	metrics	for	
the	sake	of	communication.		Undoubtedly	this	was	closely	related	to	the	previous	two.		
Managers	were	required	to	report,	therefor	they	collected	metrics,	however	metrics	do	
not	seem	to	communicate	impact	very	effectively.		Imagine	metrics	as	being	designed	
to	either	measure	impact	in	a	quantifiable	manner,	or	communicate	impact	in	a	clear	
and	coherent	manner.		In	such	a	young	and	immature	industry	it	was	clear	that	metrics	
that	do	both	well	do	not	exist.		More	energy	should	be	devoted	to	improving	how	
impact	is	measured	and	communicated.		Investors	clearly	called	for	the	later,	and	
managers	have	reported	that	investors’	wishes	drove	their	environmental	accounting	
efforts,	so	it	would	seem	to	follow	that	more	effort	be	directed	to	designing	metrics	
that	can	be	communicated	and	understood,	than	designing	metrics	that	can	accurately	
and	quantifiably	measure	environmental	impact.	
	

4.1	-	The	Future	of	Metrics	by	Asset	Type	
	

4.1.1	-	Timber	
Because	timber	and	timber	investments	are	so	well	established	we	expect	to	see	minimal	
change	within	the	sector.		The	use	of	certifications	will	continue,	although	it	feels	as	though	the	
sector	is	outgrowing	the	current	schemes.		As	both	SFI	and	FSC	are	nearly	ubiquitous,	there	is	
little	ability	to	differentiate	among	certified	assets.		Some	funds	are	using	other	metrics	to	
enhance	their	environmental	accounting,	but	we	do	not	see	this	as	taking	hold	throughout.		We	
believe	that	FSC	and	SFI	have	the	opportunity	to	scale	their	certifications,	and	possibly	use	a	
ranking	or	points-based	system,	as	they	are	both	well	established	in	the	industry.	

4.1.2	-	Agriculture	
Within	agriculture	investing,	it	is	our	prediction	that	there	will	continue	to	be	disparate	
environmental	metrics	efforts	with	some	funds	creating	their	own	internal	systems	or	trying	out	
various	external	certifications.	This	will	continue	until	there	is	an	agreed	upon,	unified	third-
party	certification	or	strong	consensus	among	investors	as	to	what	they	are	looking	for	in	
agriculture	investments.	At	present,	USDA	Organic	is	the	only	unified	certification.	We	predict	
that	it	will	continue	to	be	popular	because	of	the	widespread	recognition	and	acceptance	
within	the	marketplace	and	the	associated	premium	growers	receive.	However,	organic	is	not	a	
suitable	proxy	for	sustainable,	and	it	is	not	viable	for	every	crop	type,	region,	or	scale.		A	future	
coherent	set	of	metrics	for	environmental	impact	among	agriculture	investing	would	have	to	
aggregate	across	crop	type	and	region	in	order	to	capture	the	nuances	of	various	ecosystems	in	
which	farmland	exists,	or	be	specific	to	each.	

Perhaps	it	is	to	agriculture	funds’	advantage	to	not	have	a	set	of	unified	environmental	metrics.	
Funds	may	not	want	to	compete	on	environmental	outcomes.	Marketing	to	investors	is	a	more	
straightforward	way	to	compete	to	access	capital,	rather	than	on	the	environmental	
performance	on	a	unified	metric.	Might	there	be	incentives	at	play	for	agriculture	investing	to	
continue	to	use	the	disparate	metrics	rather	than	come	to	consensus	on	united	metric	system	
as	this	asset	type	continues	to	gain	momentum?	Funds	are	currently	free	to	select	the	metrics	
that	best	frame	the	mission	of	the	fund	and	are	advantageous	to	their	business	model.	The	risk	
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in	agreeing	upon	a	standardized	metric	is	that	some	funds	will	emerge	as	winners,	and	the	rest	
will	be	unable	to	attract	capital	in	the	future.	It	is	therefore	our	prediction	that	it	will	not	be	the	
agriculture	funds	themselves	that	will	push	for	standardized	metrics.	Instead	it	will	likely	be	
investors	or	advisors	who	begin	to	adopt	a	standardized	set	of	metrics	when	engaging	in	due	
diligence	and	evaluating	ongoing	performance	of	agriculture	funds.	

	

4.1.3	-	Water		
Given	that	water	investing	is	still	in	nascent	form	and	see	very	little	investment	capital,	we	
believe	that	it	will	be	on	the	order	of	a	decade	or	more	before	a	united	metrics	scheme	for	
water	investing	is	created.	As	of	now	the	one	metric	that	the	small	group	of	water	investment	
funds	rely	on	is	flow	or	quantity.	Future	metrics	schemes	could	be	expanded	to	include	water	
quality	(i.e.	nutrient	load,	temperature,	dissolved	oxygen	etc.)	as	well	as	species	counts.	
However,	water	markets	are	still	forming,	as	are	policies	around	inter-basin	transfers	and	water	
quality	credits.	Until	a	regulatory	foundation,	or	clear	returns	for	water	markets	are	set,	there	
will	likely	be	no	unifying	environmental	metric	for	water	investors.	Much	investor	education	is	
needed	before	they	or	advisors	begin	to	push	for	coherent	metrics.			

4.1.4	-	Mitigation	Banking		
Mitigation	banking	is	without	a	doubt	a	growing	industry,	with	the	ability	to	expand	into	other	
off-set	markets.		Endangered	species	habitat	banks,	and	water	quality	trading,	and	the	
possibility	of	opening	up	select	public	lands	to	mitigation,	provide	opportunities	for	future	
growth.		With	that	growth,	and	the	increasing	ability	of	regulating	bodies	to	structure	off-set	
markets	with	good	science	and	management,	we	expect	to	see	increasing	regulation	and	
oversight.		As	is	currently	the	case,	we	do	not	expect	the	use	of	metrics	beyond	what	is	
required.		Mitigation	will	continue	to	prove	itself	as	both	financially	and	environmentally	
positive,	attracting	more	capital	from	both	impact	and	conventional	investors	

4.1.5	-	Fisheries	
Fisheries	is	also	a	very	young	asset	for	private	investment.	The	model	is	still	being	proven	but	
any	form	it	takes	will	likely	need	strong	regulation	and	NGO	cooperation	to	ensure	that	a	
market	is	created	with	clear	rules,	enforcement,	and	the	support	of	parties	without	vested	
interests.	Likely,	this	means	that	fisheries	use	metrics	are	collected	out	of	necessity	to	ensure	
that	the	laws	that	allow	a	credit	(in	the	case	of	fisheries	the	catch	quota	share)	to	be	released	or	
traded.	When	this	market	does	mature	it	will	likely	take	advantage	of	certifications	already	
present	within	industry.	The	Nature	Conservancy	integrates	aspects	of	the	Marine	Stewardship	
Council’s	(MSC)	into	their	active	monitoring	and	management,	expect	any	future	market	to	
similarly	build	off	of	the	metrics	work	of	previous	efforts	and	certifications	as	opposed	to	
reinventing	the	wheel.		Despite	the	promise,	it	still	remains	unclear	to	what	degree	
governments	and	regulatory	bodies	will	engage	on	this	issue	especially	since	fisheries	occur	in	
various	ocean	locations	sometimes	without	a	clear	governing	body.	

4.1.6	-	Institutional	Investors	
Institutional	investors	are	stuck	navigating	between	complex	market	forces	and	the	desire	to	
diversify.	It	is	clear	that	institutions	with	a	mission	will	continue	to	face	pressure	from	their	
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stakeholders	to	invest	in	assets	that	affirms	their	mission.	Foundations	and	endowments	are	
clear	examples	of	where	people	now	actively	protest	certain	funds	investing	in	carbon	intensive	
assets,	environmental	real	assets	will	continue	to	be	a	place	where	mission	driven	institutions	
can	balance	their	mission	with	their	fiduciary	duty.	Even	pensions	will	face	increasing	mandates	
around	environmental	impacts	as	the	public	grows	more	aware	of	the	ability	the	pensions	have	
to	drive	change	through	their	investing	choices.	

As	these	institutions	remain	in	the	space,	fund	managers	are	already	seeing	that	the	level	of	
impact	and	complexity	of	environmental	metrics	they	are	requesting	is	increasing.	This	
demonstrates	a	trend	of	increasing	sophistication	among	institutions	that	stay	in	this	space	for	
the	long	haul.	

Finally,	institutions	at	large	will	continue	to	invest	impact	in	certain	environmental	assets	
because	they	see	it	as	a	climate	hedge,	an	inflation	hedge,	and	with	little	correlation	to	broader	
financial	markets.	Depending	on	the	financial	market,	institutions’	willingness	to	take	longer	
investment	horizons	will	be	weighed	as	real	assets	is	and	will	always	be	a	relatively	illiquid	
investment.	

	

4.1.7	-	HNWI	
High	Net	Worth	Individuals	are	difficult	to	generalize	about.	Their	impact	objectives	will	likely	
continue	to	be	highly	unique	and	specific	to	their	impact	goals	and	the	legacy	they	want	their	
capital	to	create.	In	our	interviews	with	fund	managers,	we	found	that	many	HNWI’s	request	
specific	impact	metrics	or	stories	that	correlate	with	their	desired	outcome.	Some	desire	to	
revolutionize	an	industry,	some	desire	to	invest	in	assets	while	creating	jobs,	and	some	want	to	
tackle	the	issue	of	food	deserts.		

One	notable	trend	though	was	with	investment/wealth	advisors	that	specialize	in	impact.	Many	
advisors	market		proprietary	ESG	rating	systems	to	separate	themselves	from	the	competition.	
This	trend	was	noted	by	fund	managers	as	troublesome.	Many	investment	advisors	working	on	
behalf	of	their	clients	have	complex	ESG	ratings,	frameworks,	and	metrics	they	request	from	
funds.		These	systems	are	proprietary	to	the	advisor	as	a	value	added	service	to	their	client,	and	
may	only	serve	to	create	noise	in	the	market.	We	now	have	both	funds	and	advisors	selling	
their	impact,	impact	metrics,	and	ability	to	identify	impact,	but	we	are	still	no	closer	to	creating	
agreed	upon	systems	of	measurement	and	communication	that	will	allow	advisors	and	funds	to	
be	able	to	market	themselves	uniformly.	

Finally,	we	worry	that	some	HWNI’s	impact	focus	in	the	space	is	perpetuating	the	view	that	
impact	comes	at	a	sacrifice	to	financial	returns,	as	some	funds	deploy	capital	solely	based	on	
their	investors	desire	for	impact.	This	may	cause	decreased	returns	and	lead	to	an	alienation	of	
impact	funds	and	investors	from	conventional	investors.	
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5.0	-	CONCLUSION		
As	the	environmental	real	assets	investment	sector	continues	to	grow,	environmental	
measurement	and	reporting	must	advance.	Scrutiny	among	the	public	and	investors	alike	must	
continue.	Those	funds	well	positioned	to	demonstrate	their	environmental	perfomance	with	
well	articulated	and	clear	data	will	succeed.	The	results	of	our	fund	manager	survey	indicated	
three	main	takeaways	

• Despite	early	efforts	to	standardize,	disparate	metrics	within	and	between	asset	types	
led	to	funds	competing	on	environmental	accounting	and	reporting	efforts,	instead	of	
environmental	performance;	

• Environmental	accounting	was	motivated	by	various	forces	that	are	either	internal	or	
external,	however	self	identification	as	impact	or	conventional	did	not	correspond	to	
environmental	accounting	efforts;	

• Investors	influenced	what	funds	measure	but	are	increasingly	turning	to	3rd	party	
advisors	to	interpret	impact.		However,	many	3rd	party	investment	advisors	did	not	have	
the	environmental	expertise	to	determine	highest	environmentally	performing	funds	
and	direct	capital	towards	them;	

	

From	these	takeaways	it	is	clear	to	us	that	standardization	both	in	units	and	language	of	
environmental	accounting	is	beneficial	going	forward.	Though	this	has	been	attempted	already	
by	the	GIIN,	we	are	not	seeing	the	widespread	adoption	among	funds.		For	standardization	to	
occur,	we	believe	that	funds	must	engage	the	environmental	community	more,	but	in	turn	the	
environmental	community	must	also	look	for	opportunities	to	bridge	the	gap	between	the	
investment	and	science	disciplines.		

Though	this	project	has	shed	some	light	onto	the	measurement	and	reporting	practices	of	
private	environmental	real	assets	funds,	many	questions	remain.	First	is	whether	the	disparate	
efforts	of	creating	individual	metrics	schemes	that	funds	are	currently	engaging	in	will	scale.	Is	
it	appropriate	for	these	schemes	to	scale	given	the	diversity	of	land	uses,	geographies,	
objectives	and	ecosystems	these	funds	own	assets	in?		Next,	if	funds	cannot	explicitly	link	
measuring	environmental	outcomes	with	financial	returns,	will	they	abandon	efforts?	As	we	
have	heard,	some	funds	worry	that	measuring	is	just	an	academic	exercise.	If	those	funds	
cannot	drive	financial	performance	through	environmental	performance,	perhaps	
measurement	efforts	will	wane.	Finally,	it	is	increasingly	accepted	that	there	may	not	have	to	
be	a	tradeoff	between	impact	and	returns	in	the	environmental	real	assets	arena.	However,	as	
investor	interest	in	this	investment	area	grows	there	may	be	a	point	at	which	environmental	
impact	inherently	will	suffer.		The	answer	can	only	be	determined	if	robust	metrics	schemes	are	
in	place	for	the	future.	

	 	



	
MP_Final_CoppSpenceKent.docx	 	 	

44	

ENDNOTES	
																																																													
i	US	SIF	–	The	Forum	For	Sustainable	and	Responsible	Investing.	SRI	Basics.	2015.	http://www.ussif.org/sribasics	
.accessed	2/2/2016.	
ii	US	SIF	–	The	Forum	For	Sustainable	and	Responsible	Investing.	Report	on	Sustainable	and	Responsible	
Investment	Trends	in	the	United	States.	2014.	http://www.ussif.org/trends		
iii	Eurosif.	European	SRI	Study	2012.	April	2012.	http://www.eurosif.org/publication/european-sri-study-2012/.	
iv	Global	Sustainable	Investment	Alliance.	Global	Sustainable	Investment	Review	2012.	January	2013.	
http://www.gsi-alliance.org/resources/		
v	Principals	for	Responsible	Investing.	Six	Principles	of	UN	PRI.	2016.	http://www.unpri.org/about-pri/the-six-
principles/		
vi	Greene,	Sean.	2014.	A	short	Guide	to	Impact	Investing.	The	Case	Foundation.	P.17	
vii	The	Global	Impact	Investing	Network.	“What	you	need	to	know	about	Impact	Investing.”	
http://thegiin.org/impact-investing/need-to-know/#s1	.	Accessed	2/2/2016	
viii	Greene,	Sean.	2014.	A	short	Guide	to	Impact	Investing.	The	Case	Foundation.	P17.	
ix	Global	Impact	Investing	Network.	“About	IRIS.”	https://iris.thegiin.org/about-iris.		Accessed	1/29/2016	
x	Global	Impact	Investing	Network.	GIIRS	Will	Make	More	Money	Flow	to	Good.	GIIN	2011.	
https://thegiin.org/news/giirs-will-make-more-money-flow-to-good.	Accessed	1/29/2016	
xi	The	Global	Impact	Investing	Network.	“What	you	need	to	know	about	Impact	Investing.”	
http://thegiin.org/impact-investing/need-to-know/#s1.	Accessed	2/2/2016.	
xii	Greene,	Sean.	2014.	A	short	Guide	to	Impact	Investing.	The	Case	Foundation.	
xiii	The	Global	Impact	Investing	Network.	“What	you	need	to	know	about	Impact	Investing.”	
http://thegiin.org/impact-investing/need-to-know/#s1.	Accessed	2/2/2016.	
xiv	Sustainable	Investment	Alliance.	“Global	Sustainable	Investment	Review	2012.”	http://gsiareview2012.gsi-
alliance.org/pubData/source/Global%20Sustainable%20Investement%20Alliance.pdf	Accessed	1/29/16	
xv	The	Venture.	“How	Millennials	are	Driving	Impact	Investing.”	
https://www.theventure.com/global/en/trends/how-millennials-are-driving-impact-investing.	Accessed	2/12/16	
xvi	Deutsche	Bank	DB	Research.	“Real	assets:	A	sought-after	investment	class	in	times	of	crisis.”	June	6,	2012.	
https://www.dbresearch.com/PROD/DBR_INTERNET_EN-
PROD/PROD0000000000289108/Real_assets%3A_A_sought-after_investment_class_in_ti.pdf.	P.	11	
xvii	Deutsche	Bank,	p.	12.		
xviii	Funk,	David	L.	“Real	Estate	Takes	Its	Place	as	the	Fourth	Asset	Class.”	Spring	2015.		
http://www.naiop.org/en/Magazine/2015/Spring-2015/Development-Ownership/Real-Estate-Takes-Its-Place-as-
the-Fourth-Asset-Class.aspx		
xix	Swensen,	David	F.	Pioneering	portfolio	management:	An	unconventional	approach	to	institutional	investment,	
fully	revised	and	updated.	Simon	and	Schuster,	2009.	
xx	National	Association	of	College	and	University	Business	Officers.	“2015	NACUBO-Commonfund	Study	of	
Endowment	(NCSE)	Results.”	Fall	2015.	http://www.nacubo.org/Research/NACUBO-
Commonfund_Study_of_Endowments/Public_NCSE_Tables.html		
xxi	National	Association	of	College	and	University	Business	Officers,	p.	1	
xxii	World	Economic	Forum.	“Charting	the	Course:	How	Mainstream	Investors	can	Design	Visionary	and	Pragmatic	
Impact	Investing	Strategies.”	September	2014.	
http://www3.weforum.org/docs/WEF_ImpactInvesting_Report_ChartingTheCourse.pdf		
xxiii	Capgemini	and	Merril	Lynch	Wealth	Management.	“World	Wealth	Report	2010.	December	2010.	
https://www.us.capgemini.com/worldwealthreport07/State_of_the_World_Wealth_2007.pdf.	P.	24	
xxiv	Capgemini	and	Merril	Lynch	Wealth	Management,	p.	2	
xxv	Stenner,	Thane.	“Where	high	net	worth	advisors	have	their	money.”	The	Globe	and	Mail.	May	08,	2015.	
http://www.theglobeandmail.com/globe-investor/investment-ideas/a-look-at-where-the-high-net-worth-
investors-have-their-money/article24336593/		Accessed	2/18/16.		
xxvi	World	Economic	Forum.	“Impact	Investing:	A	Primer	for	Family	Offices.”	December	2,	2014.	
https://www.weforum.org/reports/impact-investing-primer-family-offices/		



	
MP_Final_CoppSpenceKent.docx	 	 	

45	

																																																																																																																																																																																																				
xxvii	Deloitte.	“10	Disruptive	trends	in	wealth	management.”	2015.		
http://www2.deloitte.com/content/dam/Deloitte/us/Documents/strategy/us-cons-disruptors-in-wealth-mgmt-
final.pdf		
xxviii	“Private	Equity”	Wikinvest.	April	2014.	Accessed	March	29,	2016.		
http://www.wikinvest.com/concept/Private_Equity		
xxix	The	Economist.	“Bain	or	blessing?	The	buy-out	industry	is	under	attack	for	destroying	jobs.	It’s	return	to	
investors	are	the	real	problem.	January	28th,	2012.	http://www.economist.com/node/21543550	
xxx	Private	Equity	Growth	Capital.	“PE	by	the	Numbers.”	March	2016	http://www.pegcc.org/private-equity-at-
work/education/pe-by-the-numbers/	Accessed	March	29,	2016.		
xxxi	Fu,	Chung-Hong.	Timberland	Investments:	A	Primer.	Timberland	Investment	Resources.	June	2012.		
http://www.tirllc.com/wp-content/themes/tirllc/docs/TIR_A-Primer-2012-06-11-02.pdf	p.	4	
xxxii	Flynn,	Bob.	“Timberland	Investment	More	Global	Than	Ever.”	Pulp	and	Paper	International.	January	1,	2015.		
http://www.risiinfo.com/magazines/January/2015/PPI/pulp-paper/magazine/international/2013/Timberland-
Investment-More-Global-Than-Ever.html		
xxxiii		Jacobius,	Arleen.	“Private	equity	plows	into	new	territory	with	move	to	agribusiness.”	Pensions	&	
Investment.	September	7,	2015.	http://www.pionline.com/article/20150907/PRINT/309079996/private-equity-
plows-into-new-territory-with-move-to-agribusiness.		
xxxiv	Jacobius,	A.	p.	1	
xxxv	Bergdolt,C.	“Betting	on	World	Agriculture.”	The	Oakland	Institute.	2012.	
http://www.oaklandinstitute.org/sites/oaklandinstitute.org/files/OI_report_Betting_on_World_Agriculture.pdf	
Accessed	2/19/16.	
xxxvi	USBR.	“California	Fallowing	and	Forebearance	Program	“	US	Bureau	of	Reclamation:	California.	2013.		
http://www.usbr.gov/lc/region/g4000/4200Rpts/DecreeRpt/2013/17%202013%20MWD-
PVID%20Fallowed%20Land%20Verification%20Report%202014-05-12.pdf	Accessed	2/19/16.	
xxxvii	CBI.	“Explaining	Green	Bonds”.	Climate	Bonds	Initiative.https://www.climatebonds.net/market/explaining-
green-bonds	Accessed	2/10/16	
xxxviii	WEF.	Charting	the	Course.	P8	
xxxix	WEF.	Charting	the	Course.	P10	
xl	WEF.	Charting	the	Course.	P10		
xli	PRNewswire.	“Institutional	Investment	in	Timberland	Tops	$100	Billion	Globally.”	February	12,	2015.	
http://www.prnewswire.com/news-releases/institutional-investments-in-timberland-topping-100-billion-globally--
but-does-the-outlook-for-forest-products-markets-support-this-bullish-trend-300035460.html	Accessed	
2/15/2016.	
xlii	Jacobius,	A.,	p.1.		
xliii	IWC.	“Timberland-in-institutional	Portfolio.”	International	Woodland	Company.	March	2013.	
www.iwc.dk/Timberland-in-an-institutional-portfolio-March-2013	Accessed	2/1/16	
xliv	Flynn,	B.	“Timberland	Investment	More	Global	Than	Ever.”	RISI.	January	1,	2015.	
http://www.risiinfo.com/magazines/January/2015/PPI/pulp-paper/magazine/international/2013/Timberland-
Investment-More-Global-Than-Ever.html	Accessed	2/14/16	
xlv	PRNewswire.	2015.			
xlvi	Flynn,	B.	Timberland	Investment	More	Global	Than	Ever.		
xlvii	Bergdolt,C.	Betting	on	World	Agriculture.	P15	
xlviii	Bergdolt,C.	Betting	on	World	Agriculture.	P15	
xlix	Economist.	“Barbarians	at	the	Farm	Gate:	Investing	in	Agriculture.”	January	3,	2015.	
http://www.economist.com/news/finance-and-economics/21637379-hardy-investors-are-seeking-way-grow-their-
money-barbarians-farm-gate	Accessed	2/14/16	
l	Retkwa,	R.	“Agricultural	Investors	Develop	a	Taste	for	Permanent	Crops.”	Institutional	Investor.	May	20,	2014.		
http://www.institutionalinvestor.com/article/3343608/asset-management-hedge-funds-and-
alternatives/agriculture-investors-develop-a-taste-for-permanent-crops.html#/.VsIf0t-rQdU	Accessed	2/16/16	
li	EDF.	“Towards	Investment	in	Sustainable	Fisheries.”	Environmental	Defense	Fund.	2015.		
http://www.edf.org/sites/default/files/content/fisheries_handbook.pdf	Accessed	2/20/16	



	
MP_Final_CoppSpenceKent.docx	 	 	

46	

																																																																																																																																																																																																				
lii	TNC.	“The	Nature	Conservancy:	California	Annual	Report.”	The	Nature	Conservancy.	2014.	
http://www.nature.org/ourinitiatives/regions/northamerica/unitedstates/california/2014-california-annual-
report.pdf	Accessed	2/16/16	
liii	EDF.	Toward	Sustainable	Fisheries	Investment.	P20		
liv	Boulton,	L.	“Investing	in	Blue	Gold.”	Private	Wealth.	January	7,	2014.	http://www.fa-mag.com/news/investing-
in-blue-gold-16511.html	Accessed		
lv	Boulton,	L.	Investing	Sustainable	Fisheries	Investment.	
lvi	Boulton,	L.	Investing	Sustainable	Fisheries	Investment.	
lvii	StreetAuthority.	“Water	Scarcity:	A	Global	Mega-Trend	Worth	Investing	In”	Nasdaq.	July	22,	2015.	
http://www.nasdaq.com/article/water-scarcity-a-global-mega-trend-worth-investing-in-cm499542	Accessed	
2/16/16	
lviii	Environmental	Protection	Agency.	“Mitigation	Banking	Facts	Sheet.”	2014.	http://www.epa.gov/cwa-
404/mitigation-banking-factsheet.	Accessed	2/6/2016	
lix	Environmental	Protection	Agency.	Mitigation	Banking	Facts	Sheet.		
lx	National	Mitigation	Banking	Association.	“State	of	the	Markets	–	U.S.	Wetland	Mitigation	Report	2000-2013.”	
2014.	http://mitigationbanking.org/wp-content/uploads/2013/03/NMBA-State-of-the-Market.pdf	Accessed	
2/16/16		
lxi	Environmental	Protection	Agency.	Mitigation	Banking	Facts	Sheet.	
lxii	DOI.	“Interior	Department	Announces	Initiative	to	Spur	Investment	in	Water	&	Conservation	Solutions.”	2015.	
https://www.doi.gov/pressreleases/interior-department-announces-initiative-spur-innovation-investments-
support-water	Accessed	2/14/16	
lxiii	Ecosystem	Marketplace.	“State	of	Biodiversity	Markets.”	2014.	http://www.ecosystemmarketplace.com/wp-
content/uploads/2015/09/sbdmr.pdf	Accessed	2/19/16	
lxiv	Duke.	“Institutional	Review	Board.”	2016.	https://irb.duhs.duke.edu/irb-review-process/getting-started	
Accessed	2/14/16	
lxv	FSC.	“Mission	&	Vision.”	Forest	Stewardship	Council.	https://us.fsc.org/en-us/what-we-do/mission-and-vision.	
Accessed	1/29/2016	
lxvi	Global	Impact	Investing	Network.		
lxvii	North	Carolina	Interagency	Review	Team.	“Monitoring	Requirements	and	Standard	for	Compensatory	
Mitigation	in	North	Carolina.”	2013.	
http://www.saw.usace.army.mil/Portals/59/docs/regulatory/publicnotices/2013/Mitigation_Monitoring_Update_
Final.pdf	Accessed	2/12/16	
lxviii	NCDENR.	“Standard	Operating	Procedure	for	Benthic	Macroinvertebrates	Biological	Assessment	Unit.”	
Georgia	Department	of	Natural	Resources.	2012.	
https://epd.georgia.gov/sites/epd.georgia.gov/files/related_files/site_page/Macroinvertebrate_Wadeable_Stream
s.pdf		Accessed	2/19/16	
lxix	Forest	Stewardship	Council.	Mission	and	Vison.		
lxx	SFI.	“Basics	of	SFI.”	Forest	Stewardship	Council.		http://www.sfiprogram.org/about-us/basics-of-sfi/	Accessed	
2/17/2016	
lxxi	Forest	Ethics.	“Peeling	Back	the	Eco-Labels:	A	Comparison	of	FSC	and	SFI	Forest	Certification	Program	Audits	in	
Canada.”	January	15,	2015.	http://www.forestethics.org/january-15-2015-sfi-background	Accessed	2/14/16	
lxxii	FSC.	“Forest	Stewardship	Council	vs.	Sustainable	Forestry	Initiative:	A	Comparison	of	the	Standards.”	Forest	
Stewardship	Council.	2012.	http://www.nrcm.org/wp-content/uploads/2013/09/FSCvSFIstandards.pdf	Accessed	
2/14/16	
		
	
	

	
	



	
MP_Final_CoppSpenceKent.docx	 	 	

47	

																																																																																																																																																																																																				
	

	

References		
	

Bergdolt,C.	“Betting	on	World	Agriculture.”	The	Oakland	Institute.	2012.			
http://www.oaklandinstitute.org/sites/oaklandinstitute.org/files/OI_report_Betting_on_World_Agricultur
e.pdf	Accessed	2/19/16.	

Boulton,	L.	“Investing	in	Blue	Gold.”	Private	Wealth.	January	7,	2014.	http://www.fa-mag.com/news/investing-in-
blue-gold-16511.html	Accessed	

Capgemini	and	Merril	Lynch	Wealth	Management.	“World	Wealth	Report	2010.	December	2010.	
https://www.us.capgemini.com/worldwealthreport07/State_of_the_World_Wealth_2007.pdf	

CBI.	“Explaining	Green	Bonds”.	Climate	Bonds	Initiative.https://www.climatebonds.net/market/explaining-green-
bonds	Accessed	2/10/16	

Deloitte.	“10	Disruptive	trends	in	wealth	management.”	2015.		
http://www2.deloitte.com/content/dam/Deloitte/us/Documents/strategy/us-cons-disruptors-in-wealth-
mgmt-final.pdf	

Deutsche	Bank	DB	Research.	“Real	assets:	A	sought-after	investment	class	in	times	of	crisis.”	June	6,	2012.	
https://www.dbresearch.com/PROD/DBR_INTERNET_EN-
PROD/PROD0000000000289108/Real_assets%3A_A_sought-after_investment_class_in_ti.pdf.	

DOI.	“Interior	Department	Announces	Initiative	to	Spur	Investment	in	Water	&	Conservation	Solutions.”	2015.	
https://www.doi.gov/pressreleases/interior-department-announces-initiative-spur-innovation-
investments-support-water	Accessed	2/14/16	

Duke.	“Institutional	Review	Board.”	2016.	https://irb.duhs.duke.edu/irb-review-process/getting-started		

The	Economist.	“Barbarians	at	the	Farm	Gate:	Investing	in	Agriculture.”	January	3,	2015.				
http://www.economist.com/news/finance-and-economics/21637379-hardy-investors-are-seeking-way-
grow-their-money-barbarians-farm-gate	Accessed	2/14/16	

The	Economist.	“Bain	or	blessing?	The	buy-out	industry	is	under	attack	for	destroying	jobs.	It’s	return	to	investors	
are	the	real	problem.	January	28th,	2012.	http://www.economist.com/node/21543550	

	
Ecosystem	Marketplace.	“State	of	Biodiversity	Markets.”	2014.	http://www.ecosystemmarketplace.com/wp-

content/uploads/2015/09/sbdmr.pdf		

EDF.	“Towards	Investment	in	Sustainable	Fisheries.”	Environmental	Defense	Fund.	2015.	
http://www.edf.org/sites/default/files/content/fisheries_handbook.pdf	Accessed	2/20/16		

Environmental	Protection	Agency.	“Mitigation	Banking	Facts	Sheet.”	2014.	http://www.epa.gov/cwa-
404/mitigation-banking-factsheet.	Accessed	2/6/2016		

Eurosif.	European	SRI	Study	2012.	April	2012.	http://www.eurosif.org/publication/european-sri-study-2012/.	

Flynn,	B.	“Timberland	Investment	More	Global	Than	Ever.”	RISI.	January	1,	2015.	
http://www.risiinfo.com/magazines/January/2015/PPI/pulp-



	
MP_Final_CoppSpenceKent.docx	 	 	

48	

																																																																																																																																																																																																				
paper/magazine/international/2013/Timberland-Investment-More-Global-Than-Ever.html	Accessed	
2/14/16		

Forest	Ethics.	“Peeling	Back	the	Eco-Labels:	A	Comparison	of	FSC	and	SFI	Forest	Certification	Program	Audits	in	
Canada.”	January	15,	2015.	http://www.forestethics.org/january-15-2015-sfi-background	Accessed	
2/14/16	

	
FSC.	“Forest	Stewardship	Council	vs.	Sustainable	Forestry	Initiative:	A	Comparison	of	the	Standards.”	Forest	

Stewardship	Council.	2012.	http://www.nrcm.org/wp-content/uploads/2013/09/FSCvSFIstandards.pdf	
Accessed	2/14/16	

	
FSC.	“Mission	&	Vision.”	Forest	Stewardship	Council.	https://us.fsc.org/en-us/what-we-do/mission-and-vision.	

Accessed	1/29/2016	

Fu,	Chung-Hong.	Timberland	Investments:	A	Primer.	Timberland	Investment	Resources.	June	2012.		
http://www.tirllc.com/wp-content/themes/tirllc/docs/TIR_A-Primer-2012-06-11-02.pdf	

Funk,	David	L.	“Real	Estate	Takes	Its	Place	as	the	Fourth	Asset	Class.”	Spring	2015.		
http://www.naiop.org/en/Magazine/2015/Spring-2015/Development-Ownership/Real-Estate-Takes-Its-
Place-as-the-Fourth-Asset-Class.aspx	

Global	Impact	Investing	Network.	“About	IRIS.”	https://iris.thegiin.org/about-iris.		Accessed	1/29/2016	

Global	Impact	Investing	Network.	“What	you	need	to	know	about	Impact	Investing.”	http://thegiin.org/impact-
investing/need-to-know/#s1	.	Accessed	2/2/2016	

	
Global	Impact	Investing	Network.	GIIRS	Will	Make	More	Money	Flow	to	Good.	GIIN	2011.	

https://thegiin.org/news/giirs-will-make-more-money-flow-to-good.	Accessed	1/29/2016	

Global	Sustainable	Investment	Alliance.	Global	Sustainable	Investment	Review	2012.	January	2013.	
http://www.gsi-alliance.org/resources/	

Greene,	Sean.	2014.	A	short	Guide	to	Impact	Investing.	The	Case	Foundation.		

IWC.	“Timberland-in-institutional	Portfolio.”	International	Woodland	Company.	March	2013.	
www.iwc.dk/Timberland-in-an-institutional-portfolio-March-2013	Accessed	2/1/16		

Jacobius,	A.	“Timber	Growing	on	Investors.”	Pensions&Investments.	October	5,2015.	
http://www.pionline.com/article/20151005/PRINT/310059969/timber-growing-on-investors-as-managers-
look-at-new-markets	Accessed	2/20/16	

NCDENR.	“Standard	Operating	Procedure	for	Benthic	Macroinvertebrates	Biological	Assessment	Unit.”	Georgia	
Department	of	Natural	Resources.	2012.	

National	Association	of	College	and	University	Business	Officers.	“2015	NACUBO-Commonfund	Study	of	
Endowment	(NCSE)	Results.”	Fall	2015.	http://www.nacubo.org/Research/NACUBO-
Commonfund_Study_of_Endowments/Public_NCSE_Tables.html		

	
National	Mitigation	Banking	Association.	“State	of	the	Markets	–	U.S.	Wetland	Mitigation	Report	2000-2013.”	

2014.	http://mitigationbanking.org/wp-content/uploads/2013/03/NMBA-State-of-the-Market.pdf	
Accessed	2/16/16	

North	Carolina	Interagency	Review	Team.	“Monitoring	Requirements	and	Standard	for	Compensatory	Mitigation	in	
North	Carolina.”	2013.	



	
MP_Final_CoppSpenceKent.docx	 	 	

49	

																																																																																																																																																																																																				
http://www.saw.usace.army.mil/Portals/59/docs/regulatory/publicnotices/2013/Mitigation_Monitoring_U
pdate_Final.pdf	Accessed	2/12/16		

Principals	for	Responsible	Investing.	Six	Principles	of	UN	PRI.	2016.	http://www.unpri.org/about-pri/the-six-
principles/	

Private	Equity	Growth	Capital.	“PE	by	the	Numbers.”	March	2016	http://www.pegcc.org/private-equity-at-
work/education/pe-by-the-numbers/	Accessed	March	29,	2016.	

PRNewswire.	“Institutional	Investment	in	Timberland	Tops	$100	Billion	Globally.”	February	12,	2015.	
http://www.prnewswire.com/news-releases/institutional-investments-in-timberland-topping-100-billion-
globally--but-does-the-outlook-for-forest-products-markets-support-this-bullish-trend-300035460.html	
Accessed	2/15/2016.	

US	SIF	–	The	Forum	For	Sustainable	and	Responsible	Investing.	SRI	Basics.	2015.	http://www.ussif.org/sribasics.	
accessed	2/2/2016.	

US	SIF	–	The	Forum	For	Sustainable	and	Responsible	Investing.	Report	on	Sustainable	and	Responsible	Investment	
Trends	in	the	United	States.	2014.	http://www.ussif.org/trends	

SFI.	“Basics	of	SFI.”	Forest	Stewardship	Council.		http://www.sfiprogram.org/about-us/basics-of-sfi/	Accessed	
2/17/2016	

	
Stenner,	Thane.	“Where	high	net	worth	advisors	have	their	money.”	The	Globe	and	Mail.	May	08,	2015.	

http://www.theglobeandmail.com/globe-investor/investment-ideas/a-look-at-where-the-high-net-worth-
investors-have-their-money/article24336593/		Accessed	2/18/16.	

	
Street	Authority.	“Water	Scarcity:	A	Global	Mega-Trend	Worth	Investing	In”	Nasdaq.	July	22,	2015.	

http://www.nasdaq.com/article/water-scarcity-a-global-mega-trend-worth-investing-in-cm499542	

Sustainable	Investment	Alliance.	“Global	Sustainable	Investment	Review	2012.”	http://gsiareview2012.gsi-
alliance.org/pubData/source/Global%20Sustainable%20Investement%20Alliance.pdf	Accessed	1/29/16	

	
Swensen,	David	F.	Pioneering	portfolio	management:	An	unconventional	approach	to	institutional	investment,	fully	

revised	and	updated.	Simon	and	Schuster,	2009.	
	
TNC.	“The	Nature	Conservancy:	California	Annual	Report.”	The	Nature	Conservancy.	2014.	

http://www.nature.org/ourinitiatives/regions/northamerica/unitedstates/california/2014-california-
annual-report.pdf	Accessed	2/16/16	

USBR.	“California	Fallowing	and	Forebearance	Program	“	US	Bureau	of	Reclamation:	California.	2013.		
http://www.usbr.gov/lc/region/g4000/4200Rpts/DecreeRpt/2013/17%202013%20MWD-
PVID%20Fallowed%20Land%20Verification%20Report%202014-05-12.pdf	Accessed	2/19/16.	

The	Venture.	“How	Millennials	are	Driving	Impact	Investing.”	https://www.theventure.com/global/en/trends/how-
millennials-are-driving-impact-investing.	Accessed	2/12/16	

	
Wikinvest.	“Private	Equity.”	April	2014.	Accessed	March	29,	2016.		

http://www.wikinvest.com/concept/Private_Equity	

World	Economic	Forum.	“Impact	Investing:	A	Primer	for	Family	Offices.”	December	2,	2014.	
https://www.weforum.org/reports/impact-investing-primer-family-offices/	

	



	
MP_Final_CoppSpenceKent.docx	 	 	

50	

																																																																																																																																																																																																				
World	Economic	Forum.	“Charting	the	Course:	How	Mainstream	Investors	can	Design	Visionary	and	Pragmatic	

Impact	Investing	Strategies.”	September	2014.	
http://www3.weforum.org/docs/WEF_ImpactInvesting_Report_ChartingTheCourse.pdf	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	

	



	
MP_Final_CoppSpenceKent.docx	 	 	

51	

																																																																																																																																																																																																				

APPENDIX	
Appendix	1.		Six	Principals	of	UN	PRI	

“Six	Principles	of	UN	PRI:	1.	We	will	incorporate	ESG	issues	into	investment	analysis	and	decision-making	
processes,	2.	We	will	be	active	owners	and	incorporate	ESG	issues	into	our	ownership	policies	and	
practices,	3.	We	will	seek	appropriate	disclosure	on	ESG	issues	by	the	entities	in	which	we	invest,	4.	We	
will	promote	acceptance	and	implementation	of	the	Principles	within	the	investment	industry,	5.	We	will	
work	together	to	enhance	our	effectiveness	in	implementing	the	Principles,	6.	We	will	each	report	on	
our	activities	and	progress	towards	implementing	the	Principles.”	For	further	reading	on	UN	PRI,	please	
see:	http://www.unpri.org/		

Appendix	2.	Investment	screening	framework		
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Appendix	3.	Top	10	Largest	TIMOs	by	region	of	investment		

	

http://www3.weforum.org/docs/WEF_ImpactInvesting_Report_ChartingTheCourse.pdf		
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Appendix	4.		Interview	Primer	and	IRB	Disclosure	Statement	

Interview	Primer:		
Environmental	Real	Asset	Investing		
Nicholas	School	of	the	Environment	
Masters	Project,	May	2016	
	
This	primer,	along	with	our	IRB	disclosure	and	methods	insight,	serves	as	a	brief	introduction	to	our	
research	goals	and	your	participation.		Our	research	explores	financial	investments	made	in	
environmental	real	assets,	such	as	agriculture,	timber,	water	quality	and	quantity,	mitigation	services,	
fisheries,	and	rangeland.		We	are	focusing	on	environmental	metrics,	their	design,	recordation,	and	
reporting.	
	
Our	survey	is	approximately	10	questions	that	are	designed	to	be	conversational	and	reveal	how	your	
firm	and/or	fund	measures	environmental	metrics,	you	motivations	for	recording	or	not	recording,	how	
you	report	those	metrics	and	to	whom,	and	lastly,	how	your	investors	perceive	environmental	metrics.	
	
Again,	our	overarching	goal	is	to	explore	the	range	of	recording	and	reporting	methods	for	
environmental	metrics	in	real	asset	investing.		We	very	much	appreciate	your	interest	and	participation,	
and	hope	that	our	findings	can	help	support	and	strengthen	this	market.	
	
For	questions	or	further	clarification	feel	free	to	reach	out	to	any	member	of	the	team.	
	
IRB	Disclosure	and	Methods	Insights:	
	
The	data	we	are	collecting	is	not	subjective,	or	opinion	based.		We	are	using	this	interview	to	gather	data	
about	the	firm,	specific	funds,	accounting	measures	and	metrics.		Anything	you	say	should	be	in	
reference	to	objective	fact	and	on	behalf	of	your	firm,	and	should	not	be	based	on	your	own	opinion.		In	
light	of	this,	our	methods	and	the	data	we	are	collecting	are	exempt	from	Institutional	Review	Board	
standards.	
	
The	Institutional	Review	Board	(IRB)	is	designed	to	protect	the	rights	and	welfare	of	human	research	
subjects,	and	assure	regulatory	and	institutional	compliance.	Our	methods	and	research	DOES	NOT	
collect	data	on	human	subjects.	
	
IRB	training	and	protocol	is	necessary	when	the	data	collected	is	directly	tied	to	human	subjects.		This	is	
most	commonly	opinion	data	or	medical	data.	
	

Example:		Collecting	data	on	people’s	satisfaction	of	a	new	service	provider.	
	

Example:	Clinical	studies	on	the	effects	a	new	drug	has	on	Alzheimer	patients.	
	
	
Methods	Insights	and	Assurances:	
	
Our	research	will	be	presented	as	a	Masters	Project	(MP)	for	the	Nicholas	School	of	the	Environment	in	
Spring	2016.		All	MPs	are	to	be	of	publishable	quality	and	made	publically	available	through	the	Nicholas	
School.	
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We	grant	that	there	is	sensitive	data	and	proprietary	information	of	each	firm,	fund,	manager,	investor,	
and	advisor.		It	is	our	foremost	goal	to	keep	such	information	private	and	to	practice	discretion	
throughout	our	research	and	product	delivery.	Given	this,	our	raw	data	will	remain	private	and	
protected.		All	data	and	analyses	will	be	aggregated	and	anonymized.		It	will	not	be	possible	to	trace	
back	any	financial	or	environmental	performances,	or	other	specifics	pertaining	to	firm,	funds,	managers,	
investors,	or	advisors.	
	
It	is	our	objective	to	gain	insights	in	to	the	environmental	real	asset	investment	industry,	not	the	firms	
themselves.		All	insights	will	be	provided	to	participating	firms,	should	they	request	it.	
	
Thank	you	for	participating	and	contributing	to	our	efforts.		All	members	of	the	team	are	available	to	
answer	any	questions.	
	

Regards,	
	
Belton	Copp	
MEM,	Nicholas	School	of	the	Environment,	Duke	University	
MBA,	Kenan-Flagler	Business	School,	UNC	
Belton.Copp@duke.edu	
(401)	419-1545	
	
Liz	Spence	
MEM,	Nicholas	School	of	the	Environment,	Duke	University	
MBA,	Fuqua	School	of	Business,	Duke	University	
Liz.Spence@duke.edu	
(978)	831-3660	
	
Xander	Kent	
MEM,	Nicholas	School	of	the	Environment,	Duke	University	
MBA,	Fuqua	School	of	Business,	Duke	University	
Xander.Kent@duke.edu	
(720)	903-6869	
	
Martin	Doyle	(Advisor)	
Professor,	Nicholas	School	of	the	Environment	
Director	of	Water	Policy,	Nicholas	Institute	for	Environmental	Policy	Solutions	
Duke	University	
Martin.Doyle@duke.edu	
(919)	613-8026	
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Appendix	5.		Fund	Survey	

Fund	Manager	Survey	

General	Firm		

Fund	name:	
Fund	Target	Resource:	
Fund	Details/Thesis/Status/Investors/Target	Return:	
Fund	Size:	
Length	of	Fund	Life:		
	
Questions	how	do	you	identify	investments?	
	

1. What	reasons	does	your	firm	have	to	measure	the	environmental	impacts	of	this	fund(s)?	What	reasons	
does	your	firm	have	not	to	measure	the	environmental	impacts	of	this	fund(s)?		

	
2. Marketing:	How	is	this	fund	marketed	to	investors?	Are	there	any	risks	to	this?	

	
3. What	are	your	metrics?	(financial,	social	environmental)	Please	explain.		

	
4. What	standards,	processes,	and	certifications	does	the	underlying	assets	of	your	fund	employ?	Do	you	use	

any	external	resources,	organizations,	or	tools	to	assist	in	tracking	progress	or	performance	of	these	
assets?	
	

5. Do	you	have	a	plan	for	changing	your	environmental	impact	metrics	over	the	next	10	years?	
	

6. Is	there	a	fund	or	firm	that	is	measuring	this	really	well.	(Leading	in	reporting	in	the	environmental	impact	
space?)		
	

7. How	interested	are	investors	in	knowing	the	environmental	impacts	of	their	investment?	How	does	this	
change	or	does	this	change	over	the	life	of	investment?	(qualitative/quantitative?)	
	

8. Do	you	have	a	sense	for	whether	institutional	investors:	pensions,	foundations,	etc.…	care	more	about	
this?		Kevin	to	give	us	the	break	down	
	

9. How	are	ecological	impacts	communicated	to	investors	currently?		
	

10. Do	you	screen	your	funds	environmental	impact	in	the	deal	pipeline?		
	

Other	Questions:	

*Is	there	anything	we	should	have	asked	you	(leave	5	min)	

*	Are	there	any	ecological	reporting	requirements	now	and	do	you	see	any	coming	in	the	future?	Are	these	
requirements	primarily	driven	internally,	industry	wide,	external	(NGOs/policy	makers),	or	from	investors?	
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Appendix	6.	Comparison	in	environmental	metrics	between	two	agriculture	funds	with	similar	focal	
crops	and	geographies		
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Appendix	7.	Additional	thoughts	from	individual	fund	managers	on	why	they	measure	environmental	
outcomes	that	were	not	shared	by	more	than	one	manager.		

Risk/Return	Profiles		

A	common	issue	that	managers	in	newly	formed	environmental	markets	(i.e.	fisheries	and	water	rights)	
rose	regarded	varying	approaches	to	risk.		Investments	in	such	real	asset	types	are	subject	to	a	large	
number	of	risks,	which	get	roll	up	as	financial	variability	(financial	risk).		In	theory,	the	financial	risk	
associated	with	a	given	investment	factors	in	all	other	types	of	risks,	including	environmental	risk.		The	
inverse	is,	in	theory,	also	true:	that	environmental	gains	realized	through	rigorous	monitoring	result	in	
financial	gains.		Of	course,	neither	of	these	is	entirely	accurate.		Investments	in	asset	types	such	as	
mitigation	banks,	water	property	rights,	and	fisheries	are	relatively	new	or	taking	new	forms.		Fisheries,	
for	example,	are	notoriously	difficult	to	monitor.		Mitigation	banking	is	subject	to	regulation,	which	can	
(and	does)	change	with	no	regard	for	the	existing	marketplace.		The	underlying	asset	of	water	rights	is	
experiencing	increased	environmental	variability,	and	regulation,	which	can	fundamentally	alter	the	
value	of	the	asset.		With	the	number	of	unknowns	and	environmental	variability	inherent	in	these	asset	
types,	it	can	be	very	hard	to	accurately	quantify	the	risk.		When	risk	is	unknown,	investors	always	
assume	the	highest	risk	and	lowest	value.		
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Appendix	8:		Breakdown	of	Deal	Screening	Process	for	1	Fund:	
	
	
Exclusion:	Investments	the	fund	prohibits.	Example:	This	fund	has	made	a	decision	not	to	invest	
in	concentrated	animal	feeding	operations	CAFOs.	Any	potential	investment	in	this	area	would	
be	passed	up	by	this	fund.		
	
Neutral-	An	investment	that	does	neither	harm	or	good	to	the	mission.	Example:	A	traditionally	
run	conventional	farm.	The	fund	may	invest	in	this	strictly	for	its	risk-return	potential	but	it	
wouldn’t	proactively	seek	out	or	pursue	this	investment.	
	
Light	Green-	An	investment	with	moderate	impact	potential	and	moderate	mission	alignment	
with	the	fund’s	mission.	The	fund	will	proactively	seek	this	investment	due	to	this	qualitative	
rating	provided	that	it	meets	the	funds	target	risk	return	profile.	Example:	At	least	1	of	the	
following	abilities,	full	or	partially	organic	production,	ability	to	create	new/better	jobs	in	the	
area,	or	the	ability	to	provide	healthy/local	food	in	an	area	identified	as	a	“food	dessert”.	
	
Dark	Green-	An	investment	that	has	significant	impact	and	is	fully	mission	aligned	with	the	fund.	
The	fund	may	even	take	a	small	compromise	in	the	risk	return	in	proactively	investing	here.	
Example:	A	farm	that	is	a	conversion	from	conventional	to	organic,	creates	a	significant	number	
of	new	jobs,	and	increase	access	to	healthy	food.	This	investment	would	align	impact	on	
numerous	social	and	environmental	scales	for	the	fund.		
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Appendix	9.	Key	quotations	from	fund	managers	on	investors’	interest	in	environmental	outcomes		

	

“German	and	Scandinavian	clients	in	particular	are	very	proactive	about	asking	for	environmental	
information.	One	Dutch	investor	required	a	14	page	ESG	questionnaire	during	the	due	diligence	phase		”		

--Timber	Fund	manager	

	

“HNWIs	like	the	impact	story	to	brag	to	their	friends.	They’re	willing	to	compromise	on	return	but	are	
not	willing	to	take	on	more	risk.”		

--Mitigation	Bank	Fund	manager	

	

“Foundations	are	increasingly	trying	to	match	their	investments	with	the	mission	of	their	foundation.”		

--Ag	Fund	manager	
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Appendix	10.	Spectrum	of	Investors’	motivations	towards	environmental	concerns	based	on	expected	
outcomes	and	willingness	to	compromise	on	financial	returns		

	

	

	

	


