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From Socially Responsible
to Sustainable Investing
By Vijaya Govindan

In the past, this investment approach,
often labeled socially responsible investing,
was associated with predominantly negative

criteria (i.e., the
exclusion of
stocks from
your portfolio),
which, depend-
ing upon your
values, could
mean restricting
investment in
certain indus-
tries like to-
bacco, alcohol,
gambling or
arms, or in
certain coun-

tries such as South Africa and Sudan. Over
time, socially responsible investing has
evolved to become just as much about what
you choose to own, as about what you don’t
choose to own. This positive investment
approach incorporates evaluating such factors
as the promotion of good corporate gover-
nance, employee relations, and environmental
policies and practices into company analysis.

        s companies have increasingly
        embraced corporate responsi-
bility, be it by adopting “greener”
policies or creating a better work
environment, it has become clear
that such philosophies are here to
stay. Once viewed skeptically by
investment professionals, today there
is a growing belief that what is good
for the environment and society, can
be good for investor returns.

(Continued on page 6)

MARK YOUR CALENDARS!

Sunday - Wednesday
March 15 - 19, 2008

Renaissance Worthington Hotel

200 Main Street

Fort Worth, Texas 76102

Phone: 817-870-1000 • 800-433-5677

$168 Single or Double

TEXPERS Members-Only

eligible to attend

TEXPERS Nineteenth
Annual Conference

F

Fred Holmes:
A Career Dedicated to Public Service
By Peter Koops

     Holmes, who recently announced he
would be stepping down from the TEXPERS
board after 16 years of service, helped
establish the association as a nationally
recognized state public fund association with
a reputation for excellence. He has served on
the TEXPERS board since 1991, and helped
triple its membership size to its current

322,170 active and
retired participants
who represent funds
with more than $36.8
billion in combined
assets. He most
recently served in the
capacity of treasurer
and before that as
president.

     “Pension funds across Texas owe Fred a
debt of gratitude for his service. He was in-
volved in TEXPERS from day one and helped
many funds get established and become more
professional and businesslike,” said George
Cones, a former president and founding member
of TEXPERS.
     Holmes has fond memories of the people
he worked with while on the TEXPERS
board. “It has been a genuine pleasure to
serve on the TEXPERS board all of these
years, and I have enjoyed working with
TEXPERS’ outstanding staff of professionals
and with the public pension community in
Texas,” said Holmes. “My service with

(Continued on page 7 )

Your analysis
should consider
whether a
company is
positioned to
gain from the
massive growth
opportunities
created by
climate change.

TEXPERS has been an exceptional opportunity
to both learn and to contribute, and I will miss
my associations here. As I focus now on other
areas of responsibility, I wish the staff of
TEXPERS continued success going forward.”
     Holmes began his public service with the
City of Houston, working as an employee in
the Civil Service-Human Resources Depart-
ment from 1964-1991. He was elected in
1972 to serve as an employee trustee on the
Houston Municipal Employees Pension Sys-
tem (HMEPS) Board of Trustees. Upon his
retirement as a city employee in 1991,

        red Holmes entered public service in 1964, years before many current
        pension professionals had even started high school. In the 43 years that
followed, Holmes dedicated his career to the public, the employees who serve
it and ultimately, the pension community across Texas. “His knowledge and
expertise have benefited many Texas funds,” said Kendall Thomas, Secretary
of the TEXPERS Board of Trustees.
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WASHINGTON OUTLOOK
By Matt Aukofer

A
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(Continued on page 7)

PRESIDENT’S CORNER
By Paul R. Brown

         group of public pension plans, state treasurers, financial
          officials and environmental groups are petitioning the U.S. Securi-
ties and Exchange Commission (SEC) to require public companies to
disclose information about how their businesses would be affected by
climate change and the regulation of greenhouse gas emissions.

T
     The group of 22 petitioners, which
includes the California Public Employees’
Retirement System and the California State
Teachers’ Retirement System, said climate
change is affecting the business environ-
ment in numerous ways that can have
“material effects” on companies’ perfor-
mance and operations. Many jurisdictions
have already adopted, or are in the process
of adopting, statutes and regulations limit-
ing the emission of green-
house gases, and federal
legislation to control these
emissions also is likely.
     Compliance with these
laws will have significant
financial implications for
many companies––
including firms that are
directly regulated by the
SEC and those that do
business with regulated firms, say the peti-
tioners, who together manage more than
$1.5 trillion in assets. Therefore, climate
risk information is material to many corpo-
rations’ performance and operations, and
is critical to investors’ ability to make in-
formed assessments about corporate value.
     “The transition to a carbon-constrained
economy is under way, and public access to
material information concerning the risks
and opportunities that companies face, and
their means of addressing those risks and
opportunities, is vital to investors,” the
petitioners said in a letter accompanying the
petition and sent to John White, director of
the SEC’s Division of Corporation Finance.
     Current federal securities law mandates
the disclosure of trends that are likely to
have a material effect on a company’s
financial performance. Climate change
clearly falls under this umbrella, the peti-
tioners say, yet many companies fail to
disclose the risks and opportunities that
global warming poses to their operations.
     Climate change can cause physical
damage to facilities, disrupt supply chains and
increase the cost of regulatory compliance.

Yet a January 2007 study published by
Ceres, a national environmental organiza-
tion, and the Calvert Group, an asset man-
agement firm, found that more than half the
companies in the S&P 500 Index do a poor
job of disclosing climate change risks to
their investors. ExxonMobil, for example,
had only one cursory mention of climate
change in its entire 2006 annual filing with
the SEC. Companies in sectors with low

greenhouse gas emissions,
including insurance com-
panies and banks, have
especially poor disclosure.
     According to the peti-
tion, the best disclosure
today comes from compa-
nies whose emissions are
deemed linked to rising
carbon-dioxide levels in the
atmosphere, such as utili-

ties and oil companies. But banks, health-
care companies, telecommunications firms
and others that don’t regard themselves as
major emitters of greenhouse gases more
often are “ignoring climate change,” the
petition alleges.
     It urges the SEC to require firms to not
only compute their own emissions but to
analyze the effect on their businesses of the
economic upheaval that would result from
changes to the physical environment, such
as rising sea levels, droughts, floods and
extreme temperatures.
     One reason fuller disclosure should be
required is that 58% of U.S. gross domestic
product comes from states that have passed
measures or joined regional compacts that
set goals for greenhouse-gas reductions in
coming years, the petition states. Moreover,
half of all sales by S&P 500 companies
occur overseas–– many of these sales in
nations that are parties to the Kyoto Protocol,
a broad treaty that sets binding targets for
greenhouse-gas emission reductions. The
United States has rejected the Kyoto accord.

     EXPERS recently wrapped up
     another successful Summer
Educational Forum in San Anto-
nio. The impending hurricane and
the threatening weather caused
some to cancel their registrations
to the Forum but, despite those
cancellations, TEXPERS still had
one of the highest attendance
records in Forum history with ap-
proximately 385 present.
     New additions to the Summer Forum
program were very well received. Plan
Sponsors filled up the rooms for both of the
three-hour workshops––“Basics of Real

Estate”
offered on
Saturday;
and “Bonds
102” on
Sunday.
Other addi-
tions which
received
positive
feedback
were the
TEXPERS
members
dinner at the

Buckhorn Saloon & Museum and the TEX-
PERS Cyber Cafe utilized by many mem-
bers. A record 313 participants attended the
Sunday dinner event. Because of the posi-
tive feedback from members, it is likely we
will continue these popular offerings at
future TEXPERS conferences.
     Our next conference is the Nineteenth
Annual Conference on March 16-19, 2008,
in Fort Worth at the Renaissance
Worthington Hotel, so be sure to mark your
calendars to attend this great educational
event. As always, we will be providing
attendees with first-class accommodations
and entertainment. Executive Director Max
Patterson is busy setting the program for the
upcoming conference. Please check the
TEXPERS website for updates, program
and registration information as the date for
the annual conference approaches.

SEC Urged to Require Companies to
Disclose Climate Change Data

Compliance with
these laws will
have significant
financial
implications for
many companies...

The TEXPERS ® Pension Observer         Fall 2007

Our next
conference is the
Nineteenth Annual
Conference on
March 16-19, 2008,
in Fort Worth ...so
be sure to mark
your calendars to
attend this great
educational event.
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M           y respect for those of you committed to responsible pension
           leadership is based on personal experiences, which I hope allow
me to see things from your perspective. I have been in your shoes:
• As a public official concerned with our obli-
gations to public sector retirees.
• As a pension trustee focused on the growth of
investments.
• As an asset manager guiding fixed income
strategies for maximum returns.
• As a Fortune 500 executive and board member
discussing equity values with pension investors.
• And now as a real estate advisor to CalPERS
and the Los Angeles Funds–– City, County, and
Fire and Police.
     I compliment you on the important public
work you do, which requires great wisdom and
prudence, and I respect you for keeping your
eyes on your responsibilities. Your responsibili-
ties require that you avoid the internal politics of
voting blocs within your boards and the external
politics of consultants and advisors. I commend
you for endeavoring to surround yourself with
the best advice and for seeking the best informa-
tion so that your pension’s leadership team is
known for its good judgment, honesty, and its
constant focus on the public interest. These
principles are more critical now than ever be-
cause you are on the front ranks of some of the
most momentous market developments of our
time. As the modern economy is shaped and
reshaped, you straddle public responsibilities and
private market realities as few Americans do.
Because your field of action includes some of the
biggest issues of our time, you must work hard to
anticipate the future.

     That future is characterized by complex-
ity and acceleration of change in the follow-
ing areas:

A. We are seeing in global financial events
the results of the unprecedented intercon-
nectedness of capital. In recent weeks we saw
the effects of sub-prime decisions spread far
beyond a few mortgage lenders to become a
global liquidity crisis. For pension leaders, it
means that your decisions cannot be separated
from complex world events. You must be
supremely informed and exceptionally
prudent in your judgments.

B. We know that the advances of technol-
ogy will continue to transform not only busi-
nesses but society itself. We have seen how
thoroughly computers and telecommunica-
tions have changed our way of life. Experts
are now telling us that expected biomedical
innovations will mean to the 21st century
what computing advances meant to the 20th
century. If that is true, the societal effects will
be massive. It will mean new companies,
indeed whole new industry sectors, for pen-
sion leaders to monitor.

C. Massive demographic changes will
change the composition of American society
and with it the demand for goods and ser-
vices. The aging of traditional populations
juxtaposed against the growth of minorities will
generate new companies with focused business
strategies. Organizations, including pension
systems, will have to respond to be successful.
That means inclusive governance, minority
hiring, talent development, and diversity in
consultants and advisors in order to understand
the opportunities in the New Economy.

D. American prosperity will require invest-
ment in basic infrastructure, both the
“brownfield” infrastructure of older bridges
and obsolete water systems and the
“greenfield” infrastructure of toll roads,
airport expansions and additional electrical
generation. There will be substantial opportu-
nities for pension investments in building the
basic facilities the nation will require.
E. Metropolitan growth will create new real
estate opportunities in Texas. Texas now has
three cities in the top 10 most populous in the
nation: Houston is 4th, San Antonio is 7th, and

Dallas is 8th. Those cities are located in counties
that are among the top ten in the nation ranked
by minority population: Bexar County at 67%
minority, Dallas County at 63%, and Harris
County at 63%. Texas, which has 28 metropoli-
tan areas–– more than any other state in the
nation–– will continue to expand toward the
Southwest; job growth draws people to our
quality-of-life locales; our minority middle class
is becoming an economic force; immigrants add
vitality; entrepreneurial city governments are
creating positive conditions for growth; and
critical institutions such as universities and
medical centers are preparing the human capital
infrastructure for the New Economy. As a result,
pension systems will have many opportunities in
office space, hotels, industrial space, and housing.

As the American economy evolves, you are
in a unique position to experience the advances.
Perhaps never before in your careers have you
been in a position to provide oversight for public
and private decisions of such momentous
dimensions. Private sector technology develop-
ments will drive the value of your equity invest-
ments. Global finance will shape your fixed
income strategies. International events will
influence your positions in foreign investments.
American domestic developments will shape
your real estate trajectories.
     To fulfill your responsibilities amidst the
maelstrom of accelerating change, you must:
     • Study well
     • Hire well

• Invest well
    And your decisions will help the retirees
you represent and all Americans face the
future well.

Henry Cisneros is Chairman of CityView
in San Antonio, Texas.

Upcoming Conferences

TEXPERS 19th Annual Conference
Renaissance Worthington Hotel

Fort Worth, TX    •   March 15 - 19, 2008
•••

2008 Summer Educational Forum
Westin Riverwalk Hotel • San Antonio, TX

August 16 - 18, 2008
•••

TEXPERS 20th Annual Conference
Sheraton Austin • Austin, TX

March 29 - April 1, 2009
•••

MARK YOUR
CALENDARS

Excerpt of Remarks By Henry Cisneros

2007 TEXPERS Summer Educational Forum;
San Antonio, Texas; August 20, 2007
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Correction

In the Summer 2007 Pension Observer,

we misidentified the corporate affiliation

of Richard Holbein and Harlow Trip,

who co-authored the front page article,

“Evolving Asset Allocation.”

Richard Holbein and Harlow Trip are

Independent Investment Consultants at

            Holbein Associates, Inc.,

              based in Dallas, Texas.

•••
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Premier
to place Full Pg Ad
Pick up
from  pg 6 of last issue
(Summer 07)

© 2007 STATE STREET CORPORATION. 07-SGA05120407* As of December 31, 2006

At SSgA, we partner with our public fund clients to provide them with innovative, 
alpha-generating investment solutions, and serve as the world’s leading beta manager. 
With more than $1.7 trillion in assets under management*, we are committed to developing
strategic partnerships with our clients to help them meet their fiduciary needs.

For more information on how SSgA can help your public plan, please visit us at ssga.com, 
or contact Nick Stanojev at +1 617 664 2022 or nicholas_stanojev@ssga.com. 

SSGA IS PROUD 
TO SUPPORT
TEXPERS, and Appreciates 
the Confidence Our Texas 
Fund Clients Place in Us 
> Army and Air Force Exchange Service 
> Austin Firefighters’ Relief & Retirement Fund 
> Beaumont Firemen’s Relief & Retirement Fund 
> Corpus Christi Firefighters’ Retirement System 
> Dallas Area Rapid Transit
> Houston Metropolitan Transit Authority
> Houston Municipal Employees Pension System 
> Houston Police Officers’ Pension System 
> Lower Colorado River Authority 
> Texas County & District Retirement System
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          arlier this year the Texas Legislature
           amended Chapter 176 of the Texas
Local Government Code which imposes writ-
ten disclosure requirements on certain local
government officers and persons who contract
with a local government entity. For this purpose, a
“local government entity” includes a board to
which a member is appointed by (1) the
commissioner’s court of a county, (2) the mayor
of a municipality or (3) the governing body of
a municipality. A “local government officer”
includes a member of the governing body of a
local government entity or a director, administra-
tor or other person designated as the executive
officer of the local government entity. Thus, the
trustees and executive directors of some pension
systems that benefit retired employees of Texas
local governments would be subject to the new
disclosure requirements.

Trustees and executives who are subject to
this law are required to file a completed con-
flicts disclosure questionnaire if they, or a
family member, receive a specified level of
gifts or taxable income from a person who
contracts or seeks to contract with the pension

and executives would file Form CIS: Local
Government Officer Conflicts Disclosure State-
ment, while contractors would file Form CIQ:
Conflict of Interest Questionnaire. Either Form
is available from the Commission’s website:
www.ethics.state.tx.us.  The filled-in questionnaires
are to be submitted to the pension system repre-
sented by the trustee or executive: then the pension
system will post them on the system’s website.
     The disclosure required by Chapter 176 of
the Local Government Code is in addition to
any reporting or disclosure that may be required
by any other state or local law or pension sys-
tem code of ethics. A person who willfully fails
to file a completed questionnaire required by
Chapter 176 of the Local Government Code
commits a Class C misdemeanor.
     Pension Systems and contractors may want
to consult with their legal counsel regarding the
applicability of Chapter 176 of the Local Gov-
ernment Code to their activities and, if the
Chapter is determined to be applicable, the most
effective compliance strategy.

A.D. (Gus) Fields is Partner at Godwin Pappas
Ronquillo, LLP in Dallas, Texas.

system to provide goods, real property, skilled
or unskilled labor or certain specified types of
professional services. The questionnaire is
required if the trustee, executive or family
member receives gifts in the aggregate amount
of $250 in a twelve month period, or if they
receive $2,500 (other than investment income)
from an employment or other business relation-
ship with the contractor over a twelve month
period. There are a number of exceptions to the
requirement to file the completed question-
naire. Significantly, the requirement does not
apply to a gift of food, lodging, transportation
or entertainment accepted as a guest. Also, the
filing requirement is not triggered by a transaction
between a trustee or executive and a contractor at a
price and subject to terms available to the public.
     The contractor that provides the gifts, em-
ployment or benefits of a business relationship
reportable by a trustee or executive is also
required to file a completed questionnaire.
     Completed questionnaires prepared by
trustees, executives and contractors must be
submitted on a form designed by the Texas
State Ethics Commission. Currently, trustees

Growth Equity Portfolio Management
Eric M. Efron, CFA    •    Stephen P. Arnold

A Registered Investment Advisor

Phone 210.490.2200
Toll Free 877.676.2200

15600 US Highway 281 North, Suite 103
San Antonio, Texas 78232

Texas Institutional
Investment Management, LLC

www.texiim.com

Gain the Strategic Advantage

DISCLOSURE REQUIREMENTS APPLICABLE TO CERTAIN
PUBLIC PENSION TRUSTEES AND CONTRACTORS
By A. D. (Gus) Fields

TEXAS STATE REPORT

E
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