Via Email
May 5, 2020
Secretary
Securities and Exchange Commission
100 F Street NE
Washington, DC 20549-1090
Re: File Number S7-04-20
Dear Madam Secretary:
I am writing on behalf of the Council of Institutional Investors, a nonprofit, nonpartisan association
of U.S. public, corporate and union employee benefit funds, other employee benefit plans, state
and local entities charged with investing public assets, and foundations and endowments with
combined assets under management of approximately $4 trillion. Our member funds include
major long-term shareowners with a duty to protect the retirement savings of millions of workers
and their families, including public pension funds with more than 15 million participants – true
“Main Street” investors through their pension funds. Our associate members include non-U.S.
asset owners with about $4 trillion in assets, and a range of asset managers with more than $35
trillion in assets under management.1
The purpose of this letter is to respond to the Securities and Exchange Commission (SEC or
Commission) request for comment (RFC) on “the framework for addressing names of registered
investment companies and business development companies that are likely to mislead investors
about a fund’s investments and risks pursuant to section 35(d) of the Investment Company Act of
1940, rule 35d-1 thereunder, and the antifraud provisions of the Federal securities laws.”2 We offer
the following comments on select issues raised by the RFC:
Derivatives
We agree with the SEC that “[c]omplying with the Names Rule (and its asset-based test)[3] may
raise particular challenges for funds that gain exposure to a ‘type of investment’ . . . through the use
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of derivatives.”4 We disagree, however, with those funds “that . . . have asserted that a derivative’s
notional value would be more appropriate than its market value for purposes of complying with the
80 percent investment policy . . . .”5
We generally believe that valuing the financial assets of a fund at market or “fair value” for
purposes of the Names Rule asset-based test is appropriate.6 Measuring a fund’s financial assets at
fair value is superior to the use of notional amounts.7 As recently described in Barron’s, the use of
notional amounts may “underestimate[s] the market exposure and economic impact” of
derivatives.8
More specifically, fair value measurements are generally more accurate, timely, and comparable
across different positions than alternative measurement attributes.9 Fair values reflect current
information about future cash flows and current risk-adjusted discount rates.10 The comparability
of fair values of different positions is particularly important in assessing the net value and risks of
a fund’s portfolio.11
Environmental, Social, and Governance (ESG) & Sustainability
We agree with the SEC staff that “the . . . number of funds . . . that include one or more
environmental, social, and governance-oriented assessments or judgments in their investment
mandates . . . is growing.”12 We also understand that the “staff has observed that some funds
appear to treat terms such as ‘ESG’ as an investment strategy (to which the Names Rule does not
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apply) and accordingly does not impose an 80 percent investment policy, while others appear to
treat ‘ESG’ as a type of investment (which is subject to the Names Rule).”13
We believe the current lack of a common understanding of ESG and ”sustainable” investment
products14 makes it exceedingly difficult for the SEC to establish rules that would distinguish
funds that use ESG or “sustainable” as an investment strategy versus those funds that treat those
terms as a type of investment.15 Moreover, as the RFC indicates, developing such rules would
likely require addressing a number of difficult questions where investor views are currently
“mixed . . . or otherwise indeterminate.”16
Instead of tying ESG or “sustainable” in a fund’s name to any particular investments or
investment strategies, we believe the better approach is for the Commission to require all funds
using those terms to explain to investors in its summary, and full length, prospectus what they
mean by the use of the terms.17 The explanation should include, at a minimum, how the terms
relate to the objectives, strategies, risks, and outcomes of the fund and the characteristics of the
fund’s investments. We generally agree with the recent comments of Hortense Bioy, director of
passive strategies and sustainability research at Morningstar:
[I]t is key that funds are transparent . . . and that investors closely inspect the funds,
including their holdings . . . . ‘The reality is that there are many shades of green.’18
****
Thank you for considering our views on this matter. Please contact me with any questions.
Sincerely,

Jeffrey P. Mahoney
General Counsel
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