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Introduction

Director of Corporate Governance & Sustainable 
Investment, Illinois State Treasurer’s Office

 Joined the IL Treasury in February 2015
 Lead the Office's Division of Corporate 

Governance & Sustainable Investment
 Direct corporate engagement, sustainable 

investing, and proxy voting activities, all of 
which seek to advance our mission to 
protect and grow the Treasurer’s $35 
billion investment portfolio

 Manage the equity, diversity and inclusion 
goals relevant to the investment division

 Oversee various investment operations (e.g.
communications, reporting, online data portal, 
performance management, etc.) Max Dulberger



AGENDA

1. Background on the Sustainable Investing Act

2. Definitions – What is sustainable investing?

3. Why?  What is the intent of the legislation?

4. How do governments comply and implement?

5. What resources are available to assist?

6. Q&A



Illinois Sustainable Investing Act – Background

• The Sustainable Investing Act (PA 101-
473) was signed into law by the 
Governor in August 2019 with an 
effective date of January 1, 2020.

• Applies to all state and local government 
entities in Illinois that hold and manage 
public funds 

• Relates to the integration of material 
sustainability factors into investment 
policies and decision-making processes

• First of its kind in the nation.

http://www.ilga.gov/legislation/fulltext.asp?DocName=&SessionId=108&GA=101&DocTypeId=HB&DocNum=2460&GAID=15&LegID=&SpecSess=&Session=


Definitions – What is Sustainable Investing?

• An approach to analyzing investment quality and risk in a more rounded and expansive manner, 
with an emphasis on long-term value.

• Uses the integration of additional factors, beyond traditional financial and technical indicators, that are 
material and relevant to investment performance.  This includes:

- Governance and leadership factors (e.g. competence/skills of board directors, oversight structures)

- Environmental factors (e.g. energy management, GHG emissions, biodiversity impacts)

- Social capital (e.g. product quality & safety, data security, human rights, and community relations)

- Human capital (e.g. how companies manage their workforce, employee health & safety)

- Business model and innovation (e.g. supply chain management, business resiliency in crises)

• This is not ethical investing, but grounded on a focus on financial impact – identifying additional risk 
factors and value opportunities that may have a material impact on the financial condition or operating 
performance of a company, investment fund, or another investment vehicle.



What is sustainable investing?

Sustainability factors provide an additional layer of rigor to investment analysis and decision-making.

As a complement to financial and technical analysis, the integration of material and relevant 
sustainability factors provides a more holistic view of an investment fund or portfolio company’s 
performance and risk profile on factors that may impact long-term value.

Investment Objectives and Risk Tolerance

- Optimize risk-adjusted 
returns 
- Asset allocation and 
portfolio construction
- Diversification 

Traditional Analysis

- Profitability
- Valuation
- Operations
- Capital & Leverage
- Cash Flow & Liquidity
- Price and Volume 
Transformations
- Market trends

Sustainability Factors

- Governance and Leadership
- Environmental factors
- Social Capital
- Human Capital
- Business Model and Innovation



Sustainability Factors

Source:  

Sustainability 
Accounting Standards 
Board (SASB)



Informed by Academic and Practitioner Research

 Empirical Evidence:  Positive Correlation with Performance

Arabesque and Oxford University1 analyzed 200 empirical studies and found:

• 90% of studies reported a positive link between sustainability practices and the 
cost of capital

• 88% of studies reported a positive correlation between company’s sustainability 
practices, like board independence and workforce practices, and operating 
performance (i.e. return on assets and operating income)

• 80% of studies reported a positive association of various sustainability 
measures with stock price performance

 Additional Company Benefits
- Companies with enhanced sustainability practices are more likely to:

• Obtain better resources (Cochran and Wood, 1984; Waddock and Graves, 
1997)

• Attract and retain higher quality employees (Turban and Greening, 1997)

• Enjoy better marketing of products and services (Moskowitz, 1972; 
Fombrun, 1996)

1 https://yoursri.com/news/arabesque-partners-and-oxford-university-update-sustainability-meta-study

http://www.illinoistreasurer.gov/TWOCMS/media/doc/Harvard%20Study%20--%20ESG%20and%20Performance.pdf
https://yoursri.com/news/arabesque-partners-and-oxford-university-update-sustainability-meta-study


What are the world’s largest managers doing?



How we think about sustainable investing



Value of Sustainability Integration in Today’s Context

• 2020 was a turbulent year. 
Perhaps more than ever before, 
we witnessed how companies 
and their investors are impacted 
by the onset of unconventional 
factors.

• When investors only examine a 
company’s financial condition, 
they may not discern whether 
that company is prepared to 
withstand an acute shock, like a 
global pandemic, or manage a 
systemic risk, like climate 
change. 



What is the intent of the legislation?

• Enhanced Risk Management for Public Funds in Illinois – Material sustainability 
factors represent investment risk. The integration of sustainability factors can help 
safeguard public funds’ abilities to mitigate investment risk, maximize returns, and 
effectively execute their fiduciary duties.

• Standardization – Establishes a uniform framework for public fund managers to 
integrate sustainability factors in their investment processes and it lays out a method 
for implementation.

• Institutionalization – Requires the establishment an investment policy that 
recognizes sustainability factors.

• Flexibility/Customization – The law is flexible enough that individual public funds 
can adapt and customize how sustainability factors are considered. The law sets a 
standard of practice while maintaining managerial independence.



Compliance

• Who does this apply to?
 All public entities in Illinois that have public funds within their custody are 

subject to this law. Applies to entities with current operating funds, special 
funds, interest and sinking funds, and funds of any kind.
o This Act does not apply to time deposits held at a financial institution or 

financial institution processing services. 

• Explicit Requirement of Law:  Modify Your Investment Policy
 All public agencies in Illinois that have public funds within their custody must 

update their investment policies to reflect that sustainability factors are being 
incorporated and considered in investment decision-making related to funds in 
their custody. Not doing so might create exposure to audit or litigation risk.

 Entities subject to the Illinois Pension Code must also file a copy of the updated 
investment policy with the IL Department of Insurance within 30 days after 
adoption. 



Examples of Investment Policy Changes

Could be as simple as inserting 
a few new sentences, or as 
complex as developing a 
stand-alone policy on 
sustainability.

The Illinois State Board of 
Investment (ISBI) added a short 
new section to its policy, while 
the Illinois State Treasurer 
created a stand-alone policy.

Work with your investment 
management team to decide on 
the most appropriate changes 
for your organization.

https://www.isbinvestment.com/investment-policy/
https://www.illinoistreasurer.gov/Financial_Institutions/Doing_Business_with_the_Treasurer/Investment_and_Financial_Policies


Implementation

Implementation of this new policy can vary based on how funds are managed. 

1. Best Practice:  Integrate sustainability factors into investment practices. For 
those agencies making investment decisions on the security or company level, 
sustainability factors should be incorporated into the overall decision-making process.

 Sample Security Analysis Due Diligence Questionnaire – This document provides 
a sample framework and set of questions for the evaluation of sustainability risks 
and opportunities at individual publicly traded companies.

 Raising The Bar – This webpage details the Illinois State Treasurer's approach to 
sustainable investing and sustainable investing activities.

 Many organizations provide guidance on sustainable investing, including:
o Sustainability Accounting Standards Board [sasb.org]
o United Nations-supported Principles for Responsible Investment [unpri.org]
o US SIF: The Forum for Sustainable and Responsible Investment [ussif.org]

https://illinoistreasurergovprod.blob.core.usgovcloudapi.net/twocms/media/doc/security_analysis_ddq.pdf
https://www.illinoistreasurer.gov/Office_of_the_Treasurer/Raising_The_Bar
https://www.sasb.org/
https://www.unpri.org/
https://www.ussif.org/


Implementation continued…

Implementation of this new policy can vary based on how funds are managed. 

2. Best Practice:  Talk to your fund managers. Your asset managers can work with you to 
consider appropriate investments for your agency with sustainability factors in mind. 
 Many fund managers already integrate sustainability factors into their investment 

practice and no changes will be required, as it is common among large asset 
managers such as BlackRock, Vanguard, State Street, Fidelity, UBS, and others.

 Sample Sustainability Due Diligence Questionnaire – This document provides a 
sample framework and set of questions for the evaluation of investment managers 
on sustainability integration.

 The Illinois Funds, a local government investment pool managed by the State 
Treasurer’s Office, currently employs sustainability factors in its fund management. It 
is open to local governments including cities and towns, counties, special taxing 
districts, municipal corporations, housing authorities, community and technical 
colleges, and four-year universities. If you are a participant in The Illinois Funds, 
your investments are already aligned with the Sustainable Investing Act.

https://illinoistreasurergovprod.blob.core.usgovcloudapi.net/twocms/media/doc/ilsto%20public%20markets_sustainability%20questionnaire%202021.pdf
http://illinoistreasurer.gov/Local_Governments/The_Illinois_Funds


Resources to Assist

• Illinois State Treasurer’s Website
• Webpage on the Sustainable Investment
• Illinois Treasurer’s 2020 Annual Sustainable Investment Report

• Sample Investment Policy Statements (for our office, and ISBI)
• Illinois State Board of Investment (ISBI) 
• Illinois State Treasurer created a stand-alone policy

• Staff at the Illinois Treasury
• Max Dulberger, Director, Mdulberger@illinoistreasurer.gov, (217) 843-0132

• Sample Fund Investment Due Diligence Questionnaires
• Questionnaire related to Investment Manager Evaluation
• Questionnaire related to Security Analysis

http://www.illinoistreasurer.gov/Local_Governments/Sustainable_Investing_Act
https://illinoistreasurergovprod.blob.core.usgovcloudapi.net/twocms/media/doc/il%20treasury%20-%202020%20annual%20sustainable%20investment%20report.pdf
https://www.isbinvestment.com/investment-policy/
https://www.illinoistreasurer.gov/Financial_Institutions/Doing_Business_with_the_Treasurer/Investment_and_Financial_Policies
mailto:Mdulberger@illinoistreasurer.gov
https://illinoistreasurergovprod.blob.core.usgovcloudapi.net/twocms/media/doc/ilsto%20public%20markets_sustainability%20questionnaire%202021.pdf
https://illinoistreasurergovprod.blob.core.usgovcloudapi.net/twocms/media/doc/security_analysis_ddq.pdf


Thank you!

Questions?
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