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Dear Responsible Investor: 

Welcome to our second ESG report. In our first report, we 

communicated information about our proxy voting record and 

company engagements. In this report, you’ll see more of that, as 

well as other data that demonstrates the power of good in investing. 

Importantly, the Parnassus Funds own large amounts of company 

stock, and in the pages that follow, you’ll see how we’ve used that 

advantage to further the interests of our investors.

Parnassus Is 100% Fossil Fuel Free 

The big news is that Parnassus adopted a firmwide policy of 

avoiding investments in fossil fuel companies in September. This 

addition to Parnassus’s firmwide ESG screens was prompted by 

our growing concerns about the ongoing deterioration of the 

competitive advantages and relevancy of the fossil fuel industry. 

We also listened carefully to our investors, who shared their 

unease about the contribution of fossil fuels to global warming 

and expressed their interest in better aligning their investment 

strategies with their values. 

While the firm-level screen is new, it is a logical conclusion to years 

of reducing fossil fuel holdings in our portfolios. Two of our equity 

funds—the Parnassus Fund and the Parnassus Endeavor Fund—have 

been prohibited from investing in fossil fuel companies since 2015. 

The remaining funds—the Parnassus Core Equity Fund, Parnassus 

Mid Cap Fund and Parnassus Fixed Income Fund—held only a few 

carefully selected investments in the utilities and energy sector 

companies that were improving energy efficiency or increasingly 

using renewable sources of energy.
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Collaboration with Industry Partners to Further ESG Goals 

We are also pleased to announce a new partnership that is both important to our firm and 

to furthering ESG goals globally: Parnassus recently joined the Sustainability Accounting 

Standards Board (SASB). SASB’s mission is to develop standardized sustainable reporting 

standards based on financially material metrics that can be used to measure companies’ 

ESG progress. Also, we voiced our public support for the Task Force on Climate-Related 

Financial Disclosures (TCFD). TCFD’s disclosures pertain specifically to the financial risks 

companies face from climate-related events. Both disclosure frameworks are valuable 

tools for companies that seek relevant self-assessments and for investors looking to 

compare risks and opportunities across companies. 

We welcome your comments and thank you for investing responsibly.

Benjamin E. Allen 
President and CEO

Sincerely,
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Iyassu T. Essayas 
Director of ESG Research



Engagements & Divestments

We define engagement as meaningful dialogue with company representatives 

for the purposes of better understanding the company’s operations and 

sharing our views about relevant environmental, social and governance topics. 

The ultimate goal of engagement is to encourage action on matters that are 

important to investors. Our engagement style is collaborative, but we may 

choose to divest from a company if progress cannot be achieved by engaging 

management on material ESG issues.

The Power of Persistence: 
Mondelez Agrees to  
Recyclable Packaging
 
After five years of pressure from investors and the 
broader community, Mondelez, the owner of snack 
brands including Oreo, Ritz and Cadbury, agreed 
to zero net waste packaging for its products in 
October 2018.

However, long before 2018, Parnassus and other 
shareholder activists were pressuring Mondelez 
to address the company’s post-consumer waste. 
Beginning in 2013, Parnassus voted in support of an 
annual resolution written by shareholder advocacy 
organization As You Sow that called on the company 
to improve its record on package waste. Each year, 
the level of shareholder support for this resolution 
grew. By 2018, the resolution received 31% of the 
shareholder vote.

Year after year, Parnassus also directly engaged 
executives of the company, including its head of 
sustainability and corporate secretary, as well as the 
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board of directors. Progress was slow until CEO Dirk 
Van de Put joined Mondelez in late 2017. He reached 
out to Parnassus and other top investors, and when 
we again raised the issue of sustainable packaging, 
Mr. Van de Put was very receptive to the idea.

Added to the mounting pressure from shareholders 
and competitors, an environmental clean-up 
campaign of Manila Bay in the Philippines during 
September 2018 gained media attention. Clean-up 
volunteers collected and catalogued the massive 
amounts of plastic waste they had retrieved from 
the bay. The list of companies whose product 
packaging accounted for the largest shares of the 
trash was widely publicized, and Mondelez was one 
of the companies on the list.

Within a month of this news, Mondelez announced 
that all the company’s paper packaging will be 
sustainably sourced by 2020 and all of its packaging 
will be recyclable by 2025. The company also 
vowed to make it easier to recycle its waste, with 
instructions printed on product packaging.

This engagement was successful because of the 
persistence of Parnassus and many other investors, 
boosted by the environmental cleanup campaign 
publicity and Mr. Van de Put’s perspective on 
recyclable packaging. Multiple organizations 
representing shareholders and the broader 
community together convinced Mondelez that 
fully recyclable packaging is in the company’s best 
interest. Mondelez now proudly reports its progress 
toward its sustainable packaging goals on the 
company’s website.
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Mondelez announced that all the company’s 

paper packaging will be sustainably sourced 

by 2020 and all of its packaging will be 

recyclable by 2025.



How ESG Research Uncovered  
Fundamental Risks at UPS 
 
Parnassus began engaging with United Parcel 
Service (UPS) in January 2016 to discuss its 
affiliation with an organization that drafts model 
legislation for state legislators. During our 
engagement, we learned that UPS sits on the 
organization’s corporate leadership body. UPS 
was unwilling to disaffiliate with this group even 
though it is actively preventing positive action 
on climate change, which is counter to UPS’s 
sustainability initiatives.

Over the course of this engagement, Parnassus 
also learned the extent of UPS’s unfunded pension 
liabilities. A number of UPS-related pension 
plans are expected to become insolvent over the 
next five years.1 These financial liabilities, which 
caused us to reassess our view of management, 
combined with UPS’s unwillingness to consider 
its close relationship with a group that is actively 
working to undermine measures to mitigate 
climate change, led to our sale of all UPS holdings 
during the second quarter of 2019.

Serious Product Safety Concerns  
with Mattel Infant Sleepers 
 
Parnassus Investments divested all of the firm’s 
holdings in Mattel following the news of more than 
30 sleeping infant fatalities linked to the company’s 
Fisher Price Rock ‘n Play Sleepers. As concerns 
about the safety of this product came to light, 
Parnassus reopened research on the company. 

We discovered that, once Mattel learned of deaths 
linked to the sleeper, the company began including 
written warnings inside the Rock ‘n Play Sleeper 
box stating that it was not safe for prolonged sleep. 
However, the product’s packaging and marketing—
and the name of the product itself—continued to 
convey that it could be safely used with sleeping 
babies. As the number of infant deaths tied to the 
inclined sleeper grew, the American Academy of 
Pediatrics asked the Consumer Product Safety 
Commission and Mattel to recall the sleeper. The 
company recalled the sleepers on April 12, 2019.

Before divesting, Parnassus spoke with top 
company executives, including Mattel’s CEO,  
for a direct statement on the recall. Unfortunately,  
Mattel executives could not address our concerns 
because of pending legal action against the 
company. Furthermore, we did not think the 
executives’ explanations of their general policies  
on product safety were sufficient. Parnassus sold  
all shares in May 2019.
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Reporting: The First Step  
Toward Climate Action 
 
In October 2018, the UN’s Intergovernmental 
Panel on Climate Change (IPCC) set a deadline of 
12 years to achieve drastic reductions in global 
carbon emissions. If this goal isn’t reached, IPCC 
scientists predict irreversible changes to the 
earth’s ecosystems, increased risk of extreme 
weather events and poverty for hundreds of 
millions of people.2 The good news is that 
companies can be powerful forces for positive 
change because, if they decide to significantly 
reduce their carbon footprints, they can have a 
significant impact on reducing the severity of 
extreme weather events while also reducing the 
potential risks to their own businesses. 
 

Given the urgency of addressing climate change, 
Parnassus recently initiated engagements with five 
companies held in our portfolios, encouraging 
them to participate in the 2019 CDP climate 
survey to measure their environmental impacts. 

While Sempra has avoided fallout from the 
California wildfires for two years, our investment 
team concluded that the risk of continuing to hold 
Sempra’s stock became too great. We were fully 
divested in August.

Companies can be powerful forces for positive 
change because, if they decide to significantly 
reduce their carbon footprints, they can have 
a significant impact on reducing the severity 
of extreme weather events while also reducing 
potential risks to their own businesses.

Outsized Environmental and 
Political Risk Faced by Sempra 
 
Sempra Energy is a well-managed utility with many 
positive ESG attributes. For example, Sempra 
has exceeded its renewable energy targets, 
incorporated grid-scale battery technology into 
its operations and constructed charging stations 
for electric vehicles. Our investment team is also 
impressed by Sempra’s strong record on diversity 
and forward-looking embrace of technology to 
better prioritize investments that not only support 
their environmental efforts, but also can improve 
operating costs. 

Unfortunately, these positive qualities became 
overshadowed by sharply elevated environmental 
and political risks when the State of California 
decided to hold another utility liable for damage 
from catastrophic wildfires. That utility was forced 
into bankruptcy.
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Disclosure is typically the first step companies take 
on the road to improving ESG practices, which is 
why the engagement focused on reporting. 

Parnassus spoke with representatives from each 
company about why assessing their environmental 
impact is important preparation for establishing 
meaningful reduction targets. The engagement 
was 100% successful, with Fortive, Gilead, MDU, 
Teleflex and Public Storage all agreeing to 
complete the CDP survey for the first time.

The engagement was 100% successful, with 

Fortive, Gilead, MDU, Teleflex and Public 

Storage all agreeing to complete the CDP 

survey for the first time.

Five Companies Agree  
to Comprehensive  
Sustainability Reports 
 
Following engagement with Parnassus, Cadence, 
Hologic, Old Dominion Freight Lines, Public Storage 
and Zayo agreed to start or step up comprehensive 
reporting on their overall sustainability practices. 
We encourage all companies we hold to issue 
sustainability reports, which can help identify 
significant risks and opportunities. In addition, the 
size or industry of the five companies we selected for 
this engagement affords them the potential to make 
a significant impact as they move beyond reporting 
and begin to set goals to improve their practices. 
In discussions with each company, we suggested 
material themes and priorities for reporting based 
on their specific company profile. We also offered 
useful tools such as the SASB’s reporting standards. 

The responses of all five companies were positive. 
For example, Cadence published their inaugural 
Sustainability Report in April 2019 and addressed 
key issues such as how they’re protecting 
customer, partner and employee data privacy 
and security, conserving energy and water use, 
monitoring waste and emissions and improving 
their governance structure. Interest at Hologic to 
publish a sustainability report was particularly high, 
with the heads of multiple departments joining 
the engagement conversation with Parnassus to 
learn about climate change materiality, metrics and 
reporting best practices. 

Public Storage agreed to both participate 

in the CDP climate survey and to publish 

their first sustainability report.



The Fund’s holdings have 49% less carbon 
emissions, which is equivalent to removing 
145,000 cars from the road every year.3

Parnassus Core Equity Fund (PRBLX | PRILX)   
A fossil fuel free fund that holds high-quality companies  
as it seeks both downside protection during market  
declines and a large portion of market gains.

The Fund’s holdings generated 2x more revenue 
from sustainable sources, such as major disease 
treatment, sanitation and sustainable water.5

Gilead Sciences, Inc.
Health Care
94% of revenues from  
Major Disease Treatment

Procter & Gamble Co.
Consumer Staples
50% of revenues from Sanitation

Digital Realty Trust, Inc.
Real Estate
85% of revenues from Energy  
Efficiency, Green Building

Xylem Inc.
Industrials
44% of revenues from Energy  
Efficiency, Sustainable Water

In fiscal year 2018, Gilead derived approximately 94% of its revenue from products for the treatment 
or diagnosis of major diseases. These include drugs to treat diseases such as HIV, hepatitis C, 
pulmonary arterial hypertension and lymphocytic lymphoma.

In fiscal year 2018, Procter & Gamble derived approximately 50% of its revenue from the sale of 
basic sanitary products, such as toothbrushes, shampoo and detergents.

In fiscal year 2018, Digital Reality Trust derived approximately 63% of its revenue from products 
or services that help reduce energy consumption and 22% of its revenue from operation, 
management, development or construction of green-certified properties. 

In fiscal year 2018, Xylem derived approximately 43.5% of its revenue from products or services that 
resolve water quality and supply issues and approximately 0.5% of its revenue from products or 
services that help reduce energy consumption.

An investment in the Fund, which does not 
hold oil or gas companies, avoids the potential 
of releasing 19.4 million tons of CO2 into the 
atmosphere.4

Social Impact: Top Portfolio Contributors

The Parnassus Core Equity Fund Versus an Equivalent Investment in 
the S&P 500 Index

Environmental Impact: Top Portfolio Contributors

Holdings are subject to change. Further information and methodology regarding 3rd party ratings can be found in Important Information at the end 
of this report. *MSCI ESG Rating of A, as of 11/30/19. Morningstar Sustainability Rating  as of 11/30/19 based on 100% of AUM for US Equity Large Cap 
Blend funds. Carbon Metrics Designation of Low Risk, US Equity Large Blend category, as of 9/30/19. Based on 95% of AUM. Data is based on long 
positions only. Social & Environmental Impact Source: MSCI, as of 7/31/19.
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The Fund’s holdings have 64% less carbon 
emissions, which is equivalent to powering 66,000 
homes for one year.3

The Fund’s holdings generated 4x more revenue 
from sustainable sources, such as nutrition, 
sanitation and sustainable water.5

US Foods Holding Corp.
Consumer Staples
65% of revenues from  
Nutrition, Sanitation

Clorox Company
Consumer Staples
41% of revenues from  
Sanitation, Nutrition

Digital Realty Trust, Inc.
Real Estate
85% of revenues from Energy  
Efficiency, Green Building

Xylem Inc.
Industrials
44% of revenues from Energy  
Efficiency, Sustainable Water

In fiscal year 2018, US Foods derived approximately 61% of its revenue from the sale of basic 
food products, such as meats and produce, and 4% of its revenue from the sale of basic sanitary 
products, such as dishwashing and floor cleaning liquids.

In fiscal year 2018, Clorox derived approximately 39% of its revenue from the sale of sanitation and 
water filtration products and 2% of its revenue from the sale of rice.

In fiscal year 2018, Digital Reality Trust derived approximately 63% of its revenue from products 
or services that help reduce energy consumption and 22% of its revenue from operation, 
management, development or construction of green-certified properties.

In fiscal year 2018, Xylem derived approximately 43.5% of its revenue from products or services that 
resolve water quality and supply issues and approximately 0.5% of its revenue from products or 
services that help reduce energy consumption.

An investment in the Fund, which does not hold oil 
or gas companies, avoids the potential of releasing 
5.5 million tons of CO2 into the atmosphere.4

Social Impact: Top Portfolio Contributors

The Parnassus Mid Cap Fund Versus an Equivalent Investment in the 
Russell Midcap Index

Environmental Impact: Top Portfolio Contributors

Holdings are subject to change. Further information and methodology regarding 3rd party ratings can be found in Important Information at the 
end of this report. *MSCI ESG Rating of A, as of 11/30/19. Morningstar Sustainability Rating  as of 11/30/19 based on 100% of AUM for US Equity Mid 
Cap funds. Carbon Metrics Designation of Low Risk, US Equity Mid Cap Blend category, as of 9/30/19. Based on 87% of AUM. Data is based on long 
positions only. Social & Environmental Impact Source: MSCI, as of 7/31/19.
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Parnassus Mid Cap Fund (PARMX | PFPMX)  
A fossil fuel free fund that holds high-quality companies  
as it seeks both downside protection during market  
declines and a large portion of market gains. Morningstar RatingTM and Designation

MSCI ESG Fund Rating*



The Fund’s holdings have 70% less carbon 
emissions, which is equivalent to 78,000 tons of 
waste recycled instead of landfilled.3

The Fund’s holdings have been 100% free 
of recent product safety or health impact 
controversies.6

Nvidia Corp.
Information Technology
25% of revenues from  
Energy Efficiency

Cummins Inc.
Industrials
17% of revenues from  
Alternative Energy,  
Energy Efficiency,  
Pollution Prevention

In fiscal year 2018, Nvidia derived approximately 25% of its revenue from products or services 
that help reduce energy consumption. These products include IT optimization services and 
infrastructure.

In fiscal year 2018, Cummins derived approximately 15% of its revenue from products or services 
that reduce or prevent pollution and 2% of its revenue from products or services that help reduce 
energy consumption or that support alternative energy.

The Fund offers 66% more exposure to companies 
with independent boards of directors.6

Social Impact: Top Portfolio Contributors

The Parnassus Endeavor Fund Versus an Equivalent Investment in the 
S&P 500 Index

Environmental Impact: Top Portfolio Contributors

Holdings are subject to change. Further information and methodology regarding 3rd party ratings can be found in Important Information at the end 
of this report. *MSCI ESG Rating of AA, as of 11/30/19. Morningstar Sustainability Rating  as of 11/30/19 based on 100% of AUM for US Equity Large 
Cap Blend funds. Carbon Metrics Designation of Low Risk, US Equity Large Blend category, as of 9/30/19. Based on 94% of AUM. Data is based on long 
positions only. Social & Environmental Impact Source: MSCI, as of 7/31/19.

11

Parnassus Endeavor Fund (PARWX | PFPWX)  
 
A fossil fuel free and positive workplace fund that holds  
deeply discounted, out-of-favor stocks that the team  
believes are likely to bounce back. 

Gilead Sciences, Inc.
Health Care
94% of revenues from  
Major Disease Treatment

Biogen Inc.
Health Care
41% of revenues from  
Major Disease Treatment

In fiscal year 2018, Gilead derived approximately 94% of its revenue from products for the treatment 
or diagnosis of major diseases. These include drugs to treat diseases such as HIV, hepatitis C, 
pulmonary arterial hypertension and lymphocytic lymphoma.

In fiscal year 2018, Biogen derived approximately 41% of its revenue from products for the 
treatment or diagnosis of major diseases. These include drugs to treat diseases such as multiple 
sclerosis and chronic lymphocytic leukemia. 

Morningstar RatingTM and Designation

MSCI ESG Fund Rating*



The Fund’s holdings have 67% less carbon 
emissions, equivalent to the amount of carbon 
emissions that would be removed by 61,000 acres 
of US forests in one year.3

The Fund provides 12% more exposure to 
companies with formal policies to protect human 
rights.6

Nvidia Corp.
Information Technology
25% of revenues from  
Energy Efficiency

Microsoft Corp.
Information Technology
17% of revenues from  
Energy Efficiency

In fiscal year 2018, Nvidia derived approximately 25% of its revenue from products or services 
that help reduce energy consumption. These products include IT optimization services and 
infrastructure.

In fiscal year 2018, Microsoft derived approximately 17% of its revenue from products or services 
that help reduce energy consumption. These products include IT optimization services and 
infrastructure.

The Fund has 35% more exposure to companies 
with independent boards of directors.6

Social Impact: Top Portfolio Contributors

The Parnassus Fund Versus an Equivalent Investment in the S&P 500 Index

Environmental Impact: Top Portfolio Contributors

Holdings are subject to change. Further information and methodology regarding 3rd party ratings can be found in Important Information at the end 
of this report. *MSCI ESG Rating of A, as of 11/30/19. Morningstar Sustainability Rating  as of 11/30/19 based on 100% of AUM for US Equity Large Cap 
Blend funds. Carbon Metrics Designation of Low Risk, US Equity Large Blend category, as of 9/30/19. Based on 95% of AUM. Data is based on long 
positions only. Social & Environmental Impact Source: MSCI, as of 7/31/19.
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Gilead Sciences, Inc.
Health Care
94% of revenues from  
Major Disease Treatment

Hologic, Inc.
Health Care
22% of revenues from  
Major Disease Treatment

In fiscal year 2018, Gilead derived approximately 94% of its revenue from products for the treatment 
or diagnosis of major diseases. These include drugs to treat diseases such as HIV, hepatitis C, 
pulmonary arterial hypertension and lymphocytic lymphoma.

In fiscal year 2017, Hologic derived approximately 22% of its revenue from products for the 
treatment or diagnosis of major diseases. These include dengue, hepatitis and HIV.

Parnassus Fund (PARNX | PFPRX)  
A multi-cap fossil fuel free fund that may hold out-of-favor 
stocks that the team believes have the financial strength 
to bounce back while also targeting a level of volatility 
similar to the market.

Morningstar RatingTM and Designation

MSCI ESG Fund Rating*



Proxy Voting

Why we vote

Proxy voting has the power to influence corporate behavior, by, for example, 

mandating progress on environmental goals or remediating controversies 

facing the company. Knowing which resolutions other shareholders are raising 

at annual company meetings may also help investors pinpoint emerging issues 

before they become major problems.

How we vote

Parnassus’s proxy votes are guided by the firm’s ESG values and research, as 

illustrated on the following page. Further details on our proxy voting policies are 

contained in the Parnassus Funds Statement of Additional Information. You can 

view our full voting record on www.parnassus.com.
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2018/2019 Proxy Voting Highlights

Each proxy season, Parnassus votes our shareholders’ proxies to further 

fundamental and ESG goals. Most of the votes pertain to management 

resolutions addressing routine matters, such as non-controversial elections 

of board members. However, non-routine matters, including ESG resolutions 

brought by shareholders, require careful research and consideration.

Noteworthy ESG proposals filed during the 
2018/2019 proxy season called for linking executive 
pay to social criteria, increasing transparency 
in political contributions and lobbying, and 
addressing the gender pay gap. 

Parnassus generally votes in favor of linking 
executive pay to social criteria. We believe that 
management teams will likely take social issues such 
as drug pricing, cybersecurity and data privacy 
more seriously if the company’s performance on 
these issues impacts their compensation.

Shareholders are also pushing companies to 
disclose more information on how companies 
are allocating shareholder dollars to political 
and lobbying activities. Parnassus fully supports 
transparency on this issue. 

Parnassus also votes in favor of resolutions 
encouraging companies to report on employee 
pay practices by gender as a step toward achieving 
the goal of closing the gender pay gap. This is an 
important issue for investors, because unequal 
pay practices expose companies to regulatory and 
reputational risk, not to mention talent exodus.

Proxy voting dates: 7/1/18–6/30/19

$2B
 

$2.1B
 

$2B
 
 

$700M

$2B

YES on linking executive pay to 
social criteria at AbbVie, Alphabet, 
Disney and UPS
 

YES on political lobbying and 
contribution disclosures at AbbVie, 
Cognizant, Disney, Expeditors 
International of Washington, Inc., 
Fiserv, FedEx, Motorola and UPS

YES on closing the gender pay 
gap at Adobe, Alphabet, American 
Express and Mastercard
 

YES on recyclable packaging at 
Starbucks
 
 
YES on an independent board chair 
at AbbVie, Allergan, Cognizant, 
Cummins, Danaher, eBay, Ecolab, 
Gilead and IBM

Making our shares count:

Dollar Value  
of Shares Voted How We Voted
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Notes: Proxy Voting dates: 7/1/18–6/30/19. Management Proposals on routine matters and to ratify Executive Compensation have been removed. 
“Executive Compensation” relates to Shareholder Proposals regarding Executive Compensation issues.

How Parnassus Voted Its Proxies  
to Support ESG Issues

Parnassus voted $24.91B 

worth of stock to support 

shareholder proposals 

regarding ESG issues. 

Parnassus voted 

against management’s 

recommendation for 

ratifying executive 

compensation 4%  

of the time.

Of the shareholder  

resolutions focused on  

ESG topics, Parnassus 

disagreed with 
management’s 
recommendation 79% 
of the time.

Deforestation
$39.58M

Content  
Governance
$551.76M

Independent 
Board Chair
$2.05B

Equal 
Employment 
Opportunity
$1.77B

Executive  
Compensation 
$5.04B

Pay Disparity 
$716.91M

Corporate  
Governance
$3.04B

Human Rights
$557.48M

Political  
Contribution  
& Lobbying 
$2.18B

Gender 
Pay Gap
$2.00B

Director  
Related 
$6.25B

Recycling
$702.93M

Total  
$742.51M

Total 
$5.60B

Total 
$18.57B

$0

$2B

$4B

$6B

$8B

$10B
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$14B

$16B

$18B

$20B

Environment Social Governance

7/1/18–6/30/19



Alphabet: Societal Risk Oversight

We voted in favor of a resolution to establish a 
societal risk oversight committee at Alphabet, 
the parent company of Google and YouTube. 
The resolution was supported by 8% of voting 
shareholders.

Why it matters 
The internet is increasingly used as a medium to 
spread hate speech, bullying, hoaxes and extremist 
views. Individuals and small groups of people can 
easily spread misinformation and harm people 
using social media platforms in particular. Parnassus 
believes that companies have a responsibility to 
their stakeholders to implement effective responses 
to these unethical and sometimes dangerous uses 
of social media.

Disney: Linking Executive 
Compensation to Cybersecurity  
and Data Privacy
 
We voted in favor of a resolution urging Walt 
Disney Company to assess the feasibility of 
adding cybersecurity and data privacy metrics to 
their performance measures for senior executive 
compensation. The resolution was supported by 
26% of voting shareholders.

Why it matters 
Risks associated with the safety and privacy of 
data have dramatically risen with the increased 

2018/2019 Proxy Resolutions

Below, we offer insight into some of the specific objectives we are pursuing as 

responsible investors with our votes.

number of security threats and monetization of 
people’s personal data. Today’s companies have an 
obligation to vigorously address these risks to  
their customers’ data. Robust cybersecurity and 
data privacy practices are particularly important  
for a company like Disney with end consumers  
who are children. 

Starbucks: Increasing  
Sustainable Packaging
 
We voted for a resolution calling on the Starbucks 
board to issue a report to stakeholders on 
accelerating the scope and shortening the timeline 
of its global sustainable packaging initiatives. 
The resolution was supported by 44% of voting 
shareholders, up from 29% for a similar resolution 
last year.

Why it matters 
Millions of tons of plastics are dumped into oceans 
and landfills each year. Scientists predict that there 
will be more plastic than fish in the oceans by 2050 
if this trend continues.7 Although Starbucks agreed 
to make its cups more recyclable and to eliminate 
plastic straws by 2020, the company still has room 
for improvement. Half of the drinks Starbucks sells 
are cold beverages, most of which are served in 
plastic cups with no reported recycled content.
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Gilead: An Independent Board Chair

We voted in favor of a resolution to appoint an 
independent board chair at Gilead Sciences. 
The resolution was supported by 29% of voting 
shareholders.

Why it matters 
The job of an independent board is to help guide 
the company and protect its shareholders, as well 
as address risks to the organization. Given that 
an important aspect of this mission is executive 
management oversight, separating the roles 
of board chair and CEO is a best practice that 
Parnassus fully supports. 

Multiple Companies: Promoting 
Gender Diversity on Boards

Diverse boards can provide better risk 
management and decision-making than 
homogenous boards. It is Parnassus’s policy to 
vote against nominating committee slates for 
company boards that include fewer than two 
female directors. For this reason, we voted against 
the nominating committees at Cognizant, IPG 
Photonics, Old Dominion, Digital Realty, Air Lease 
and T-Mobile this year.
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Parnassus sends letters to all companies 

we hold in our portfolios that do not have 

at least two women on their boards to 

encourage these companies to improve 

their board diversity.



Environment

For increased disclosure, 
elimination of toxins  
in products and reducing 
negative operational 
impacts

Community 
Relations

For good corporate 
citizenship and 
community sensitivity

Employees and 
Supply Chain

For increased disclosure, 
codes of conduct, fair 
wages, safe working 
conditions and the right 
to organize

Business Practices

For promotion of ethical 
business practices

Philanthropy

For increased disclosure 
and more philanthropy

Election of 
Directors

For increasing diverse 
perspectives at the  
board level, including 
those of qualified women 
and minorities

Diversity

For increased disclosure, 
nondiscrimination policies 
and improvements in 
diverse representation 
both within the workforce 
and at the executive level

Corporate 
Governance

For integrating ESG 
measures into executive 
compensation decisions
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Important Information: 

1Bloomberg News, as of 3/8/19.
2United Nations, Intergovernmental Panel on Climate Change, Global Warming of 1.5°C Summary for Policymakers, October 2018.
3MSCI and Environmental Protection Agency (EPA), as of 7/31/19. To calculate the portfolio carbon emissions, MSCI sums up all the emissions in 
the portfolio based on the investor’s ownership share. Calculations are based on each fund’s AUM as of 7/31/19 and compare this data to the 
performance of a portfolio replicating a market benchmark. The emissions reduction equivalent is calculated by using the US EPA’s greenhouse 
gas emissions (tCO2e) conversion methodology. 

4MSCI, as of 7/31/19. Different fuels have different carbon content and different net calorific value. To make reserves of these fuels comparable in 
terms of contribution to greenhouse gas emissions, MSCI calculates the potential emissions of the fuels and expresses these as tons of CO2 using 
the Potsdam Institute methodology. Calculations are based on each fund’s AUM as of 7/31/19 and compare this data to the performance of a 
portfolio replicating a market benchmark. 

5MSCI, as of 7/31/19. Revenue exposure to Sustainable Impact Solutions reflects the extent to which company revenue is exposed to products and 
services that help solve the world’s major social and environmental challenges. It is calculated as a weighted average, using portfolio or index 
weights and each issuer’s percent of revenue generated from Sustainable Impact Solutions. 

6MSCI, as of 7/31/19.
7World Economic Forum, The New Plastics Economy, 2016.

Risks: The Funds share price may change daily based on the value of its security holdings. Stock markets can be volatile, and stock values 
fluctuate in response to the asset levels of individual companies and in response to general U.S. and international market and economic 
conditions. In addition to large-cap companies, the Funds may invest in small- and/or mid-cap companies, which are generally riskier than larger 
companies, and the Fund’s share price may be more volatile than funds that invest in larger companies. Security holdings in the funds can vary 
significantly from broad market indexes. 

There are no assurances the Parnassus Funds investment objectives will be achieved, and no guarantees the socially responsible investment 
strategies discussed will be successful.

The Russell Midcap Index is a market capitalization-weighted index comprised of 800 publicly traded U.S. companies with market caps of 
between $2 billion and $10 billion. It is a widely recognized index of common stock prices. An individual cannot invest directly in an index. The 
S&P 500 Index is a market-capitalization-weighted index of the 500 largest U.S. publicly traded companies. It is a product of S&P Dow Jones 
Indices LLC and/or its affiliates and has been licensed for use by Parnassus Investments. Copyright © 2019 by S&P Dow Jones Indices LLC, a 
subsidiary of McGraw-Hill Financial, Inc., and/or its affiliates. All rights reserved. Redistribution, reproduction and/or photocopying in whole or 
in part are prohibited without written permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones Indices LLC’s 
indices please visit www.spdji.com. S&P® is a registered trademark of Standard & Poor’s Financial Services LLC and Dow Jones® is a registered 
trademark of Dow Jones Trademark Holdings LLC. Neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates nor 
their third party licensors make any representation or warranty, express or implied, as to the ability of any index to accurately represent the asset 
class or market sector that it purports to represent and neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates 
nor their third party licensors shall have any liability for any errors, omissions, or interruptions of any index or the data included therein.

A shareholder resolution is a proposal put forth by shareholders for a company’s management or board requesting a specific action. A 
shareholder proposal needs 3% support in its first year, 6% after the second attempt and 10% after the third year to be eligible for resubmission. 
Following is an outline of companies mentioned in the report. Each percentage listed represents the percentage of total net assets (TNA) as 
of 12/31/19. ACI Worldwide Inc. represented 2.2% of the Parnassus Mid Cap Fund. Adobe Systems Inc. represented 2.2% of the Parnassus 
Fund. American Express Co. represented 3.3% of the Parnassus Core Equity Fund and 2.6% of the Parnassus Endeavor Fund. Alphabet Inc. 
Class A shares represented 2.2% of the Parnassus Core Equity Fund, 1.7% of the Parnassus Endeavor Fund, 3.6% of the Parnassus Fund. Apple 
represented 1.6% of the Parnassus Core Equity Fund and 0.8% of the Parnassus Endeavor Fund. Applied Materials represented 8.4% of the 
Parnassus Endeavor Fund. Cadence Design Systems Inc. represented 2.3% of the Parnassus Core Equity Fund, 1.8% of the Parnassus Mid Cap 
Fund and 2.0% of the Parnassus Fund. The Clorox Company represented 3.2% of the Parnassus Core Equity Fund and 2.3% of the Parnassus Mid 
Cap Fund. Costco Wholesale represented 3.2% of the Parnassus Core Equity Fund. Cummins Inc. represented 3.7% of the Parnassus Endeavor 
Fund. Danaher represented 3.6% of the Parnassus Core Equity Fund. Digital Realty Trust Inc. represented 1.6% of the Parnassus Core Equity 
Fund and 2.2% of the Parnassus Mid Cap Fund. eBay Inc. represented 1.6% of the Parnassus Mid Cap Fund. Fortive Corp. represented 2.7% of 
the Parnassus Mid Cap Fund. Gilead Sciences Inc. represented 2.5% of the Parnassus Core Equity Fund, 4.4% of the Parnassus Endeavor Fund 
and 1.9% of the Parnassus Fund. Hologic represented 4.1% of the Parnassus Mid Cap Fund, 2.2% of the Parnassus Endeavor Fund and 2.8% 
of the Parnassus Fund. Howard Hughes Corp. represented 1.9% of the Parnassus Mid Cap Fund and 1.9% of the Parnassus Fund. IBM Corp. 
represented 3.0% of the Parnassus Endeavor Fund. Mastercard represented 2.7% of the Parnassus Core Equity Fund and 1.2% of the Parnassus 
Endeavor Fund. MDU Resources Group represented 1.8% of the Parnassus Mid Cap Fund. Microsoft Corp. represented 6.3% of the Parnassus 
Core Equity Fund and 5.4% of the Parnassus Fund. Mondelez represented 2.6% of the Parnassus Core Equity Fund and 3.9% of the Parnassus 
Fund. Nvidia Corp. represented 2.2% of the Parnassus Core Equity Fund, 2.4% of the Parnassus Endeavor Fund and 3.1% of the Parnassus Fund. 
Old Dominion Freight Lines represented 1.9% of the Parnassus Fund. Pentair PLC represented 1.7% of the Parnassus Core Equity Fund, 3.2% of 
the Parnassus Mid Cap Fund and 2.4% of the Parnassus Fund. Procter & Gamble Co. represented 2.8% of the Parnassus Core Equity Fund. Public 
Storage represented 0.8% of the Parnassus Core Equity Fund, 2.3% of the Parnassus Mid Cap Fund and 1.8% of the Parnassus Fund. Starbucks 
Corp. represented 0.9% of the Parnassus Core Equity Fund and 1.8% of the Parnassus Fund. Teleflex Inc. represented 3.8% of the Parnassus 
Mid Cap Fund. US Foods Holding Corp. represented 4.4% of the Parnassus Mid Cap Fund. The Walt Disney Company represented 4.9% of the 
Parnassus Core Equity Fund. Xylem represented 1.8% of the Parnassus Core Equity Fund and 3.0% of the Parnassus Mid Cap Fund. 

For the current holdings, please visit each fund’s individual holdings web page: The Parnassus Core Equity Fund, The Parnassus Mid Cap Fund, 
The Parnassus Endeavor Fund and The Parnassus Fund. 
https://www.parnassus.com/parnassus-mutual-funds/core-equity/investor-shares 
https://www.parnassus.com/parnassus-mutual-funds/mid-cap/investor-shares
https://www.parnassus.com/parnassus-mutual-funds/endeavor/investor-shares
https://www.parnassus.com/parnassus-mutual-funds/parnassus-fund/investor-shares

Parnassus Endeavor Fund fully divested from AbbVie on 7/10/19. Parnassus Funds fully divested all UPS shares owned by Parnassus Core 
Equity Fund and Parnassus Endeavor Fund by 4/30/19. Parnassus Funds fully divested all Mattel shares owned by the Parnassus Mid Cap Fund, 
Parnassus Endeavor Fund and Parnassus Fund by 5/29/19. Parnassus Funds fully divested all Allergan shares owned by the Parnassus Mid Cap 
Fund, Parnassus Endeavor Fund and Parnassus Fund by 4/22/19. Parnassus Funds divested all Sempra Energy shares by Parnassus Core Equity 
Fund, Parnassus Mid Cap Fund and Parnassus Fixed Income Fund by 8/27/19. The Parnassus Funds do not hold Biogen Inc., Cognizant or Zayo 
Holdings Group.

Fund holdings are not intended to represent future portfolio composition. Fund holdings are subject to change and should not be considered 
a recommendation to buy or sell any securities. The views expressed are subject to change at any time in response to changing circumstances 
in the markets and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets 
generally, or the Parnassus Funds. Mutual fund investing involves risk and loss of principal is possible. 
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The Morningstar® Sustainability Rating is a measure of how well the portfolio holdings are managing their ESG Risk relative to the portfolio’s 
Global Category peer group. The Morningstar Historical Sustainability Score is a weighted average of the trailing 12 months of Morningstar 
Portfolio Sustainability Scores. More-recent portfolios are weighted more heavily than older portfolios. Based on their Morningstar Historical 
Sustainability Score, funds are assigned absolute category and percent ranks within their Morningstar Global Categories. Higher ratings 
are better and indicate that a fund has, on average, more of its assets invested in companies that have lower ESG risk as characterized 
by Sustainalytics. The Morningstar Sustainability Rating is depicted by globe icons where High equals 5 globes and Low equals 1 globe. 
Morningstar updates its Sustainability Ratings monthly and uses Sustainalytics’ ESG scores from the same month as the portfolio as-of date. 
Visit http://corporate1.morningstar.com/SustainableInvesting/ for more detailed information about the methodology and calculation frequency. 
As of 11/30/19, the Parnassus Fund and Parnassus Endeavor Fund received a Morningstar Sustainability Rating of High out of US Equity Large 
Cap Growth funds based on 100% of AUM. The Parnassus Core Equity Fund received a Morningstar Sustainability Rating of High out of US 
Equity Large Cap Blend funds based on 100% of AUM. The Parnassus Mid Cap Fund received a Morningstar Sustainability Rating of High out 
of US Equity Mid Cap funds based on 100% of AUM.  Sustainalytics provides company-level analysis used in the calculation of Morningstar’s 
Sustainability Score. Visit http://corporate1.morningstar.com/SustainableInvesting/ for more detailed information on the methodology and 
calculation frequency.

The Morningstar Low Carbon DesignationTM is given to portfolios that have low carbon-risk scores and low levels of exposure to fossil fuels. It 
is intended to allow investors to easily identify low-carbon funds across the global universe. The designation is an indicator that the companies 
held in a portfolio are in general alignment with the transition to a low-carbon economy. To receive the designation, a portfolio must meet two 
criteria: 1) A 12-month trailing average Morningstar Portfolio Carbon Risk Score below 10; such portfolios are considered to have low carbon risk 
and 2) A 12-month trailing average exposure to fossil fuels less than 7% of assets, which is approximately a 33% underweighting to the global 
equity universe; a portfolio’s fossil-fuel exposure is a key driver of its overall carbon intensity. 

All Morningstar Portfolio Carbon Metrics, including the Morningstar Portfolio Carbon Risk Score, Morningstar Portfolio Fossil Fuel Involvement, 
and the Morningstar Low Carbon Designation, are calculated quarterly. To learn more about the methodology please visit: 
https://www.morningstar.com/content/dam/marketing/shared/research/methodology/859224-LowCarbonDesignation.pdf.
 
©2020 Morningstar. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may 
not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are 
responsible for any damages or losses arising from any use of this information. Past performance is no guarantee of future results.

MSCI ESG Research LLC’s (“MSCI ESG”) Fund Metrics and Ratings (the “Information”) provide environmental, social and governance data 
with respect to underlying securities within more than 31,000 multi-asset class Mutual Funds and ETFs globally. MSCI ESG is a Registered 
Investment Adviser under the Investment Advisers Act of 1940. MSCI ESG materials have not been submitted to, nor received approval from, 
the US SEC or any other regulatory body. None of the Information constitutes an offer to buy or sell, or a promotion or recommendation of, any 
security, financial instrument or product or trading strategy, nor should it be taken as an indication or guarantee of any future performance, 
analysis, forecast or prediction. None of the Information can be used to determine which securities to buy or sell or when to buy or sell them. 
The Information is provided “as is” and the user of the Information assumes the entire risk of any use it may make or permit to be made of the 
Information. 

MSCI ESG Ratings are designed to help investors to understand ESG risks and opportunities and integrate these factors into their portfolio 
construction and management process. Companies are rated on a AAA-CCC scale relative to the standards and performance of their industry 
peers. To arrive at a final letter rating, the weighted averages of the Key Issue Scores are aggregated and companies’ scores are normalized by 
their industries. After any overrides are factored in, each company’s Final Industry-Adjusted Score corresponds to a rating between best (AAA) 
and worst (CCC). These assessments of company performance are not absolute but are explicitly intended to be relative to the standards and 
performance of a company’s industry peers. MSCI ESG Ratings are constructed based on thousands of data points across 37 ESG Key Issues. 
Learn more about MSCI’s key issue scores, weightings, and methodology at  
https://www.msci.com/documents/10199/123a2b2b-1395-4aa2-a121-ea14de6d708a

Environmental Protection Agency methodology and calculations can be found here:  
https://www.epa.gov/energy/greenhouse-gases-equivalencies-calculator-calculations-and-references

©2020 Parnassus Investments. All rights reserved. 0209-012920

The Parnassus Funds are distributed by Parnassus Funds Distributor, LLC. 

Before investing, an investor should carefully consider the investment objectives, risks, charges and 
expenses of the fund and should carefully read the prospectus or summary prospectus, which contains this 
information. A prospectus or summary prospectus can be obtained on the website, www.parnassus.com, or 
by calling (800) 999–3505.
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