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Sponsor Statement

HCR 27

The purpose of House Concurrent Resolution 27 is to urge the Alaska Retirement Management
Board and the Alaska Permanent Fund Corporation to divest any holdings in companies who
have dealings in the terrorist sponsoring states of Iran and North Korea. Both Iran and North
Korea have been identified by the U.S. Department of State, as well as the Center for Security
Policy, as a threat to the security of the United States, including the State of Alaska.

HCR 27 'mcourages ceasing investments in order to end any further Financial support of
terrorism by the investments of the employees and residents of the State of Alaska. Ending all
financial investments in nations who support terrorism is an important step in ensuring the safety

of the United States and the State of Alaska.
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Spotting links to T errorism , Inc.

A new Investing tool screens for firms tied to countries singled out by the US
government as ‘sponsorslof terrorism. But will it sully some upstanding firms?

By Laurent Belsle | staff writer of The Christian Science Monitor

Does your portfolio "support" terrorism?
It's a shocking thought, but not as far-fetched as it sounds.

As companies expand their global reach, they risk smudging their reputations by linking up
with less-than-savory regimes. Even firms with good reputations reach into dark corners.

Take Royal Dutch/Shell. Although highly regarded for its environmental and human rights
stances, the oil giant is drilling in Iran. Or consider Swedish carmaker Volvo. Despite

nice-guy image, it has sold trucks to Irag.

Until Sept. 11, no group formally screened publicly traded companies for their links to
terrorism or the spread of weapons of mass destruction. But as the United States has
focused on terrorism, so some groups have begun to look at companies linked to it, even

peripherally.

Earlier this month, a socially responsible investors group announced it had compiled a list
of nearly 300 such firms. The group, the Investor Responsibility Research Center (IRRC),
along with the Conflict Securities Advisory Group (CSAG), prefers to sell its list to
subscribers (at $12,500 a year) rather than make it public. Nevertheless, the statistics it
has released make interesting reading.

For example, of the 260 or so firms linked to countries supporting terrorism and developing
weapons of mass destruction, a third are European. More than a quarter come from Asia.

Only 10 percent are American.

But of the 30 or so other companies linked to proliferation issues, some two-thirds hail f.om
the US. The reason is that the US government is more likely to identify companies that
export high technology with potential military uses than many foreign governments are.

Still, the long list raises a disturbing possibility. Bad publicity could hurt a broadening range
of firms, including ones you invest in, "We believe terrorism and weapons proliferation
merit investor attention now more than ever," says Linda Crompton, IRRC's president.
"There can be enormous negative publicity."”

For example: Talisman Energy, a Canadian oil company based in Calgary, has operated in
Sudan since 1998. The US State Department has designated that country a state sponsor
of terrorism. But after shareholders questioned the move, Talisman produced an
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independently audited social-responsibility report, detailing its $3.2 million effort to build
schools and a hospital, train women as entrepreneurs, and provide water wells tor 28

communities.

mReputational risk is Inthe eye of the beholder,* says Dave Mann, the company”™ manager
of Investoi relations. *1don't think It's going to come as any surprise to our investors that
we're operating in Sudan... We are a force for good regionally around t.ie oil fields, but

also a voice for peace.*

Now, however, the company is fighting a new threat to its reputation. A group of Sudanese
have filed suit in a New York district court alleging that the company urged the government
to clear villagers from its oil properties in a military operation. The group has even

produced a document - from the government, Italleges - ordering various military actions
to be carried out 'fulfilling the request of the Canadian company.' The company denies the
allegations and vows to defend itself. Nevertheless, the allegations may have already hurt

Talisman's reputation.

And that, security experts say, Is the real risk firms run when they operate in suspect
territories. *We assume that the companies have not done anything illegal,* says Roger
Robinson, Jr., a former member of the White House National Security Council and now
chief executive officer of CSAG. But “in the marketplace there's been a perceived 'Sudan
discount,’ for that Canadian company.*

Of course, coming up with a list of terrorist-sponsoring countries involves difficult decisions.
For starters, who's a terrorist? The IRRC and CSAG are taking a cautious approach, ising
the State Department’s roster of regimes involved in state-supported terrorism and the US

Defense Department’s report on countries involved in weapons of mass destruction and

ballistic-missile programs.

That approach produces six countries involved in both activities: Iran, Irar '.ibya, North
Korea, Sudan, and Syria. The list Is admittedly tilted toward Western concerns. But few
other such lists exist, IRRC officers say.

Another challenge: How much company involvement constitutes roal risk? For example, oil
giant BP owns 2 percent of PetroChina, which operates in Sudan. But that link, by itself,
wouldn't place BP on the list, because companies need at least 10 percent ownership of a
subsidiary or joint venture to qualify.

On the other hand, consider French carmaker Renault. Last month, CBS's 60 Minutes
interviewed a defector from Iraq who said he bought refrigerated trucks from Renault. The
sale, while legal under the United Nations' oil-for-fooo program, nevertheless allowed
Saddam Hussein to put his biological weapons laboratories on wheels and evade UN
weapons inspectors, the defector says.

That's potentially embarrassing publicity for Renault. But the automaker doesn’t make
trucks anymore. Last year, it completed the salo of its truck division to Volvo.

A Volvo spokesman says there's been no sale of such trucks, at least since 1996. "It's
possible Iraq bought used trucks in Dubai or elsewhere in the Middle East," says
spokesman Pierre-Alain Brendel. "We just sell the cabs and the chassis. If there’s a
refrigerated unit, it's not us who sold it*

Renault may suffer the conset. ences anyway, since Volvo still uses the Renault name on
some of its trucks and the carmaker now owns 20 percent of Volvo. Ultimately, the market
will determine who'll lose from this tangled tale. The point, social-responsibility investment
experts say, is that institutional investors and mutual-fund managers now have a new tool
to screen firms for such links.
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Initial interest looks promising. "Definitely, -ur clients don't want to be inadvertently linked
with coun* es the US sanctions,” says Shelley Alpem, director of social research and
advocacy at Trillium Asset Management, a socially responsible investment firm in Boston

Full HTML version of this story which mav includo photos, graphics, and related links

Copyright 2002 The Christian Science Monitor. All rights reserved.
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VW, Ericsson, Statoil Invest in Ilran, Undeterred by

Tensions

Aug. 22 (Bloomberg) — The Fifth Tehran International Auto Fair, a five-day event that closed July 5,
drew companies such as Renault SA, PSA Peugeot Citroen, Mazda Motor Corp., DalmlerChrysler AG's

Mercedes-Benz, Rat SpA nd Volkswagen AG.

Many foreign companies continue to Invest In Iran even though U.S. President George W. Bush
described the country as part of an *'Axis of Evil," along with Iraqg and No”~h Korea.

Some foreign Investors, such as Japan, are delaying projects. Vet most of the about 200 companies
present In Iran, such as Ericsson AB, the world's largest maker of moblle-phone equipment, and
Alcatel SA, the second-biggest producer of telecommunications gear, are rtaylng put though adopting
a low profile. Others, like Statoil ASA, Norway's biggest oil company, and "echnlp SA, Europe's
largest provider of oilfield services, state openly that they’re In the country for the long term.

When the political temperatures go up, companies take a low profile," said Slamak Namazl,
managing director of Tehran-based Atleh Bahar Consulting, an adviser to companies such as BP Pic,
HSBC Holdings Pic and Alcatel. "' But we haven't heard of any that have cut their Investments."

As the U.S. raises political pressure on Iran over a suspected nuciear-weapons program, student
demonstrators have been calling for more democracy and for the supreme leader Ayatollah Khamenei
to give up his special powers. Many Iranians are unhappy with the slow pace of political change
Inlt'ated by President Mohammad Khatami.

Abraham's Talks

U.S. Secretary of Energy Spencer Abraham was In Europe last week and held separate discussions on
Iran with Dutch Economic Affairs Minister Laurens-Jan Brinkhorst and Italian Industry Minister
Antonio Marzano, a Department of Energ/ spokesman said. He declined to disclose derails.

' ’They only talked about Iran In general terms,” Dutch Economic Affairs Ministry spokeswoman
Paula de Jonge said. * 'The subject of Investments didn't come up." Italian officials refused to

comment.

Iran Is one of the most resource-rich countries In the world but Its political risk Is among the
highest of any rated sovereign nation," salo James McCormack, a senior analyst at ratings company
Rtch, which rates Iran's foreign debt as B+, on par with Romania and one notch below Azerbaijan.

After years of shunning Western Investments, Iran Is now actively seeking funds from abroad. In the
five-year plan covering 2000-2004, the government Is seeking $4.5 b'llion to $5 billion In direct

foreign Investment.

VW Project

VW, Europe's biggest automaker, sent Its regional manager, Peter Poersch, to Tehran. Kerman Car
Manufacturing, Iran's No. 3 car company, said at the fair that It signed a preliminary agreement with
VW to produce four models In Iran, according to Iranian state news service IRNA.

If the accord goes ahead, the first model would come off assembly lines In the third quarter of next
year with a goal of eventually producing some 2f 3,000 units. Iran has plans to produce 600,000 cars
by 2004, primarily to meet domestic demand.
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*'Nothing has been derided up to now,” VW spokesman Hans Peter Brechlnger said.

Ir.in has the fifth-largest proven oil reserves, holding about 90 billion barrels, o~ about 9 percent of
the world total. It holds the world's second-largest reserves of natural gas, suroansed only by Russia.

Since 1995, the U.S. has tried to put an economic noose around Iran and slow the development of Its
energy potential. Then- President Bill Clinton banned U.S. companies and their foreign subsidiaries

from conducting business with Iran.

Sanctions

The following year, under the Inn-Llbya Sanctions Act, the U.S. Imposed mandatory and
discretionary sanctions on non-U.S. companies Investing more than $20 million annually In the

Iranian oil and natural-gas sectors.

In the post-lrag War period, Bush has renewed calls for tough sanctions because of Iran's alleged
nuclear plans.

*'The International community must ccme together to make It very clear to Iran that we will not
tolerate the construction of nuclear weapons," Bush said in June after the International Atomic
Energy Agency reported that the country didn't properly report some of it activities as required by
the Nuclear Non- Proliferation Treaty. ‘'lran would be dangerous If they ha/e a nuclear weapon."

Low Profile

Iran has denied that It Is developing nuclear weapons and says the program Is designed to genetate
electric power to spur the economy. The countiy has an 18 percent unemployment rate and Inflation

Is 25 percent.

Keeping a low profile Is the best strategy for companies dealing with Iran, says Patrick Clawson,
deputy director of the Washington institute for Near East Policy. "W hen companies ask my advice,
I've had tn tell them candidly that so long as they can keep the Investments off the front pages of the
newspapers, It's likely that the United States government will do very little," he said.

Case In point: General Electric Co. and Halliburton Co. are coming under pressure from pension funds
such as tiose for New York City's police ana firefighters that have more than $205 million of
Investments In GE and $18 million In Halliburton.

New York City Comptroller William C. Thompson Jr., has submitted shareholder resolutions calling for
board committees to examine risks oosed to the companies by dealings In Iran and Syria. California

Public Employees' Retirement System, the U.S.'s largest public retirement fund, has asked Congress

and administration officials to Identify companies that might unwittingly support terrorism.

"Clear Guidance'

General Electric, the biggest maker of medlcal-Imaglng machines and power-generatlon equipment,
Is active In lian through Its Canadian subsidiary, while Halliburton, based In Houston, has an office In
Iran opened In 2000 by a Cayman Islands subsidiary, Halliburton Products & Services Ltd.

"As we said In our proxy this year, U.S. law, regulation and policy contemplate that 'J.S. companies
wlil do business In Iran and elsewhere through foreign subsidiaries and provide clear guidance on
how those activities are to be conducted,” said GE spokesman Gary Shpffer.

Some companies are reacting. In May, ThyssenKrupp AG, Germany’s largest steelmaker, paid 406
million euros ($473 million) or three times the market price for chares In the company that were
owned by Iran to avoid potential U.S. economic penalties. The move reduces Iran's stake in

ThyssenKrupp to 4.4 percent from 7.79 percent.

Japapase Retreat
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Japan's government was close to an agreement to Invest $2.5 billion to develop Iran's biggest oil
discovery In 35 y”~ars before getting cold feet after the U.S. opposed the Investment.

*'This would be a particularly unfortunate time to go forward with major new oil and gas deals,"
State Department spokesman Richard Boucher said July I, In a statement In Washington.

That prompted the Japanese to delay tne agreement. *' Suspicion about Iran's nuclear development
Is not an Issue affecting only our country,” Yasuo Fukuda, Japan's chief cabinet secretary, told

reporters In Tokyo lost month.

“'The U.S. has done Its best to prevent the Iranian economy from growing,"” said Tahmasb Mazaherl,
Iran's minister of economic affairs and finance who was in London to attend a conference In June as

i-oe U.S. put pressure on Japan.

Energy

Still, the Japan Incident was a rare victory for the U.S., which since 1998 has seen European and
Aslan companies such as Enl SpA and Total SA disregard Its call for sanctions. Secretary of State
Madeleine Albright In 1998 granted a waiver to Total and partners OAO Gazprom and Malaysia’s
Petrollam Naslonal Berhad when It became apparent they planned to bypass the U.S. sanctions to
help develop the South Pars natural-gas field. Other European and Aslan companies have since asked

for, and received, waivers.

'Over 200 publicly traded companies are doing business In Iran,” said Roger Robinson, chief
executive of Conflict Securities Advisory Group, based In Washington, which provides research
reports on companies dealing with potentially hostile regimes. ' 'The bulk of them are In energy."

In testimony to a subcommittee of the U.S. House International Relations Committee In June,
Robinson said 41 compL .les have Invested more than $20 million each In Iranian energy projects.

Jobs

Around 80 percent of Iran's total export earnings and as much as half of the government budget is
based on oil exports. Still despite the high oil revenues Iran needs to attract Investment In areas
other than energy to ease the high unemployment, said Fitch's McCormack,

*'The oil Industry creates foreign currency but doesn't create Jobs,” McCormack said.

Total of France In 1995 became the first foreign company to sign a petroleum development
agreement with Iran since the Islamic Revolution 16 years earlier. Two yrars later it signed another
contract for South Pars, the Persian Gulfs biggest gas field, which holds about 6 percent of the
world's supply. Total executives declined to comment.

Royal Dutch/Shell Group, the biggest gasoline retailer In the U.S., won a contract In 1999 to develop
the Soroosh-Nowruz offshore oilfields, pledging to Invest $800 million.

Long-Term Strategy'

Italy's Enl, Statoil and Russia's Gazprom are also developing oil and gas fields. Statoil ij seeking to
boost Its $300 million Investment in Iran.

*'We will continue to monitor the political situation closely, but our long-term strategy Is to Increase
our business in the country,” said Inge Hansen, Statoil's chief financial officer.

Iran is keen to make more deals and the oil companies are Interested to put more money In," said
Caroline Cook, an analyst at Deutsche Bank AG and one of the authors of a report on Iran. *'The
American oil companies are the ones losing out."

BP, Europe's second-biggest oil company, Is negotiating to develop the Bangestan flelas, which hold
more than a billion barrels of oil.
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Still, BP, the largest natural-gas producer in the U.S., is eager not to antagonize the U.S., says Cook.

With good reason. A subcommittee of the House International Relations Committee In June asked a
panel of experts how the U.S. could bolster the Iran-LIibya Sanctions Act and stop granting waivers to
European and Aslan companies.

Risks

' “Taking risks Is a price of dning business In the Middle East," said Sylvie Hallemans, spokeswoman
for Technip, Europe's top provider of oilfield services.

Technlp, which has been trading with Iran for 25 years, Is building the largest ethylene plant,with an
output of 1.4 million tons a year, at a cost of 300 million euros.

If the financing Is there, Technlp said it has no problems providing engineering services Inlran.

We are not very nervous people. About 70 percent of our work Is outside of the quiet regions of
Europe arid America,” Hallemans said. **We know how to handle risk, otherwise we'd be nervous
every day."

Lest Upobtect Augst 21, 208 1901 EOY
»G Print
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The Claremont Institute
This is the print version of http://www.claremont.org/projects/invest_security/60mins040125.html.

"60 M inutes" Transcript
Doing Business W ith the Enemy

Posted January 25, 2004

ke Py 25, 2004

(CBS) Did It ever occur to you that when President Bush says, "Money is the life'jlood of terrorist
operations,” he's talking about your money -- and every other American’s money?

Just about everyone with a 401(k) pension plan or mutual fund has money Invested In
companies that are doing business In so-called rogue states.

In other words, there are U.S. companies that are helping drive the economies of countries like
Iran, Syria and Libya that have sponsored terrorists. Correspondent Lesley Stahl reports.

"The revenue that is generated from the work that these companies are doing, we bt lieve, helps
to underwrite and support terrorism," says William Thompson, the New York City con ptroller
who oversees the $80 billion in pension funds for all city workers.

He says he wants everyone with a retirement or Investment portfolio to know what these
companies are up to; "We're going to increase the public visibility on this issue until these
companies change their practices."

He's actually identified specific companies that have invested Inthese rogue countries, including
Halliburton, Conoco-Phillips and General Electric And he points out that New York’s pension
funds own nearly a billion dollars worth of stock in these three Fortune 500 companies, which

have operations in Iran and Syria.

What was Thompson's reaction when he found out about this? "Anger that there weie companies
that could be contributing to attacks on our nation,” he says. "You'd think to yourself, well, why
wculd they do that? ... | didn't think they could. And more than anything it was, you thought,
that the law prevented them from doing this." In fact, U.S. law does ban virtually all commerce
with the rogue nations, but there's a loophole that G.E., Conoco-Phill'ps and Halliburton have
exploited: The law does not apply to arty foreign or offshore subsidiary so long as It is run by

non-Americans.

"These three companies, as fur as we were concerned, appear to have violated the spir-t of the
law," says Thompson. "Ir the C3se of Halliburton, as an example, they have an offshore
subsidiary ir, the Cayman islands. That subsidiary is doing business with Iran."

That subsidiary. Halliburton Products and Services, Ltd., is wholly owned by the U.S.-based
Halliburton and is registered in a building in the capit.;! of the Cayman Isiands -- a building
owned by the local Calidonian Bunk. Halliburton and other companies set up in this Caribbean
Island, because of tax and sec. ?cy laws that are corporate friendly.

Halliburton is riv company that Vice President Dick Cheney used to run. Ho wes CEO in 1995 to
2000, during wh.ch time Halliburton Produi+s and Services sot up shop in Iran. Today, it sells
about $40 million a year worth of oil field services to the rranian Government.
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In the case of Iran, Thompson says they earn most of their revenues through their oil Industrv.
So what Is the connection between that oil business and cerrorism and weapons of mass

destruction?

"The Iranian Government Is receiving dollars from it. And then turning around and xporting
terrorism around the world. It benefits terrorism. At least that's our belief,"” says Thompson.

60 Minutes decided to ask Halliburton's subsidiary about its work In Iran. But we weren't allowed
to enter the building with a camera. So we went In with a hidden camera, and were Introduced to
David Walker, manager of the local Calidonlan Bank, where the subsidiary is registered. 60
Minutes was expecting to find a bustling business, but, to our surprise, Walker told us that while
Halliburton Products and Services was registered at this address, It was In name only. There is no
actual office here or anywhere else In the Caymans. And there are no employees on site.

We were told that if mall for the Halliburton subsidiary comes to this address, they re-route It to
Halliburton headquarters in Houston.

"If you understood what most of these companies do, you would, they're not doing any business
in Cayman per se. They're doing business, international business," says Walker. "Would it make
sense to have somebody in Cayman pushing paper around? | don't know. And some people do It
And some people don't. And It's mostly driven by whatever the issues are with the head office.”

Does that mean the head office is calling the shots? If it Is, that would be against the law, which
says the subsidiary must be completely independent of the U.S. company. But 60 Minutes'
attempts to ask headquarters In Houston about this were rebuffed.

In a letter to New York City Comptroller Thompson, Halliburton says its Cayman Island subsidiary
Is actually run out of Dubai. 60 Minutes went there and learned that it shares office space, phone
and fax lines with a division of its U.S.-based parent company — which raises more legal
questions about its Independence from Houston. But once again, our inquiries went unanswered.

In its letter to Thompson, Halliburton insists it is complying with all U.S. laws. But he and legal
experts we consulted believe they are dancing right along the edge of legality.

"If the intent wis to try and prevent United States-based companies from doing business in
these "rogue" nations, then it appears as if they’ve gotten around what the law had intended,"”
says Thompson, who filed a shareholder's resolution calling on the company to review and justify
its operations in Iran. "Halliburton attempted to block the shareholder resolution. They went to
the SEC and asked for permission not to put this before shareholders.” Did the SEC take it up

and rule on it?

"Oh, absolutely. The SEC ruled against Halliburton and said that it had to be put In front of the
shareholders,” says Thompson, who plans to file the resolution at the next shareholders meeting

In April.

He's also taking issue with GE and its electrical work in Iran, as well as Conocu-Phlliips' gas
production business in Syria: "If there are nations that wind up Increasing their resources
because these companies are doing business there, and we're attacked because of it, it in fact

undermines our entire country.”

Thompson says he decided to open toe investigation in the first place at the request of New York
City's police and firemen, who were outraged when they learned where their retirement money

was going.

"The members of the Fire Department and the Police Department, after September 11th, given
the fact that hundreds of them died in the World Trade Center as a result of a terrorist attack,
had greater sensitivity than almost anybody,"” says Thompson. "And they were the ones who kind
of took the lead on this."”
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But why do moral issues come into play when talking about pension funds?

"The way we’ve approached it isn't as on a moral basis, it is as investors,” says Thompson. "And
what Is in the best long-term interests of our pension funds because we hold stock In these

companies.”

What these companies are doing, he says, Isn't Just a question of ethics - it's financially unsound,
and bad for business.

Roger Robinson, who runs a research frm in Washington that monitors companies working In
rogue states, agrees. He cites the case or Tallsman Energy, whose reputation was damaged
when It did business with the Islamic Republic of Sudan. The negative publicity led to something
Wa’l Street calls The Sudan Discount of Tallsman Stock."

"In other words, the share value or stock crice was depressed by some 20, 25 percent by some
estimates," says Robinson, v/ho believer that Halliburton and GE could face the same risk.

Robinson has Identified nearly 400 companies that are in most pension portfolios that are doing
business in terrorist-sponsoring states. Well over 200, he says, are actually doing business in

Iran; of that, more than 60 are doing business in Libya.

He says the companies are funneling tens of billions of dollars worth of capital, technology and
know-how to the state-owned oil and gas sectors of these two countries. Does he ever say to
himself that by revealing this Information, he's taking steps to hurt the company and hurt the

pension fund?

"l think that it could be looked at another way. We're certainly alerting Investors to a genuine
new risk category In the markets, every bit as legitimate as environmental risk was through
Three Mile Island, Exxon Valdez and superfund legisle.ion," says Robinson. "So investors, we
think, have a right to know. Remember, this is their retirement dollars. They should have a sense
of those who invest on their behalf, are there genuine risks there?" With that question of risk In
mind, state treasurers across the country, like David Peterson of Arizona, are using Robinson's

database to investigate their pension portfolios.

"I want to find out what projects they're doing and what is specifically the dollars they're
investing, where they’re going," says Peterson.

Taken together, state-run pension investments amount to something like $7-trillion dollars.

"Connecticut is working on it," adds Peterson. "I know Pennsylvania, their legislature passed
unanimously that we need to screen, with the approval of their pension system, for these risks."

But some of the state treasurers are running into resistance from the pension funds. In
Peterson's case, the Arizona State Retirement System refused to tell him anything about its

holdings.

"l have asked the pension system. We'd I(ke to know what investments you have, the scope of
your investments, what companies you're Involved with. We had a legislator ask,” says Peterson.
"We actually had an Intern from this office ask about what investments holdings do they have in
some of these companies. And they just didn't want to provide it to us."”

And Peterson believes that they really don't have grounds to refuse to give him, as state
treasurer, that information.

"They've more just kind of tried to be evasive, and said that it's too hard to get this information,"
he says.
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This went on for months, but to our surprise, when we asked Arizona's pension fund managers
for a list of its holdings, they gave It to us right away. And It confirmed what Peterson had
suspected: that Arizc.ians unwittingly own stock in companies like Halliburton, General Electric

and Conoco-Phllllpi,.

"There’s about 11 to 14 companies that are on the S&P 500 that are Involved in some substantial
projects with some of these countries," says Peterson.

Congress recently directed the Securities and Excliai mCommission to monitor companies
operating in rogue nations. But in New York, Comptroller Thompson isn't waiting. He says he’s
going to expand his Investigation to Include Boeing and other companies that do business in

terrorist states.
"Those countries depend on dollars from us to live, to do business also,” says Thompson. "If we
have, and if we put pressure on the companies, and they can't do business there, and others

become embarrassed in doing business or buying oil there, well maybe we can help to force
these countries to change their practices."

Does he think this issue s going away?

"This issue isn't going to go awav any time soon, at all," says Thompson.

Halliburton declined 60 Minutes' request for an interview, but in an e-mail, the company
indicated it has no intention rf leaving Iran — or addressing the questions we raised about the

Independence of its subsidiar/.

The company did suggest that Comptroller Thompson Is playing politics with pension funds,
insistrig there is no connection between Its operations in Iran and either terrorism or nuclear
research.

As for General Electric and Conoco-Phillips, they say they are breaking no laws, and like
Halliburton, make no apologies for their business dealings with states that sponsor terrorism.

Copyright © 2004, The Claremont Institute.

Visit the Claremont Institute at Ciaremont.org.
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Executive Summary

"Terrorism Investments o fthe 50 States ” is the first national security-based statistical analysis of
the investment patterns of America’;}public pension funds. This report proves empirically that this
nation’s largest and most prominent public pension systems tend to be heavily Invested in
global publicly traded companies that have business activities in terrorist-sponsoring states.1

Together, these funds invest over $1 trillion in stock alone3on behalfofthis counti/s fire fighters,
police officers, teachers, state and local officials and other public employees, making this collection
ofunds one o fthe mostpowerful investment blocks in the world. Given this extraordinary financial
influence and the important role played by public companies in the economies of terrorist-
sponsoring states3, the Center for Security Policy has reached a key finding; America’s 100 largest
and most prominent pension systems have the power to help defeat terrorism.

From the pension system of this country’s smallest state, Rhode Island, which has close to $400
million invested in 41 companies that are active in terrorist-sponsoring states, to America’s largest
public pension system - the California Public Employees Retirement System - which has ov'ir $17
billion invested in 201 such companies, the results were remarkably uniform:

On average, America’s Top 100pension systems Invest between 15and23
percent oftheirportfolio in companies that do business in terrorist-sponsoring states.4

Among the report’s other important findings:

© 39 ofthe Top 100 pension systems were found to be invested in more than 100
companies with corporate ties to terrorist-sponsoring states. Ofthe rest for which there
is data, only five hold 1e3S than 30 companies with such ties in portfolio.

© On average, the Top 100 pension systems invest in 101 companies that have business
activities in terrorist sponsoring states. These companies, in turn, are involved la
projects in terrorist-sponsoring states valued at more than $73 billion.3

© On average, the Top 100 public funds were invested in: 73 companies doing business in
Iran; 24 companies doing business in Libya; 26 companies doing business in Sudan; 31
companies doing business in Syria; and 9 companies doing business in North Korea.

].This report sought to analyze America's “Top 100” largest and most prominent public pension systems, excluding
public university endowments. At the time of publication, only 87 of these public pension funds had provtded the

data required to undertake this analysis.
2America's Top 100 funds invest via a number of other investment vehicles, making their total investments on behalfof

the American people closer to $2 trillion.

JFor the purposes of this report, terrorist-sponsoring states are defined as Iran, Saddam Hussein’s Iraq, Libya, North
Korea, Sndan and Syria. Although Cuba is also correctly listed as a state-sponsor ofterrorism by the U.S. Department
of State, relevant data for Cuba was not available for this study.

*To perform the analyses of the 100 pension systems' investment portfolios, the Center forwarded this data to the
Conflict Securities Advisory Group (CSAG). Using their Global Security Risk Monitor, CSAO ran each portfolio to
determine its exposure to companies doing business in terrorist-sponsoring states or to proliferation-related concerns.
The Center’s use ofthis data and the views and policy recomirendations expressed in this report do not necessarily
reflect those of CSAG or its partner firm, Investor Responsibility Research Center.

50fthe roughly 400 companies considered in this report, project values and similar financial data was available for
only some 150 companies. A reasonable estimate ofthe value ofall 400 companies' projects in terrorist-sponsoring

countries would be well over 7100 billion.



0 On average, the Top 100 pension systems were invested in !7 companies that did
business with Saddam Hussein's Iraq prior to the war.

From the fact that virtually each and every p blic employee in this country bolds stock in
companies that partner with governments that sponsor terrorism flows an extraordinary opportunity:
America’s 100 largest and most influential pension systems have the power to help defeat
terrorism. To understand why requires only one further statistic: The total estimated value of
the stock of some 400 companies doing business in terrorist sponsoring states held by
America’s leading public pension systems is approximately $188 billion.*

When a group of investors own roughly $200 billion worth of stock in some 400 companies, they
should be able to exercise considerable influence over the decision-making and business activities
of those companies. Accordingly, ifthese Top 100 pension systems were to make clear that their
funds will not be available to corporations partnering with terrorist-sponsoring states, the message
would be unmistakable: There will no longer be simply profits to be garnered from investments in
rogue states; from now on, there will be res' costs. Ideally, those costs will translate into a choice
between doing business with the American people and capital markets on the one hand or,
alternatively, doing business with terrorists' friends and this country’s enemies.

The South Africa divestment campaign of the 1980’s taught Americans a compelling lesson: When
companies receive a unified message from state pension systems and other institutional investors
who follow their lead, they respond. It seems reasonable to expect that, just as such corporate
actions (notably, withdrawal from business operations in-country) compelled changes in the policies
- and ultimately the government - of South Africa, application of this model to state-sponsors of
terror could also produce salutary results. In other words, the | op 100 public pension systems can
help defeat terrorism by using their investments in public companies to force the governments
of Iran, Syria, North Korea, Sudan and Libya to choose between their sponsorship of
terrorism and their critical partnerships with public companies.

In a recent letter to the Executive Directors of the same Top 100 pension systems assessed herein,
Senator Frank Lautenberg (D-NJ) left little doubt as to the moral responsibility of our nation’s
pension systems to help defeat terrorism. According to the Senator, “It is...unconscionable for
our country’s public pension systems to permit investment in companies that provide
revenues, advanced equipment and teen: ology to countries that threaten our vital security

Interests.”

The data in this report establishes that such “unconscionable” behavior is pervasively occurring
today. For Americans to understand the full extent to which iheir money is being used by publicly
traded companies to help terrorist-sponsoring regimes, they will need greater tra. iparency and
disclosure on the part of those who manage and invest such funds. Toward that end, public
employees, taxpayers and state and federal officials and legislators should insist on knowing the full
extent oftheir unintended and undesirable exposure - moral, strategic and financial - to aiding and

abetting our enemies.

In the meantime, a simple p. mciple must be applied: Americans do not want to invest in terror,
directly or indirectly. Regrettably, that is what is being done on a massive scale today. Stopping
such a practice - the goal of DivestTerror.org - can make a significant contribution to waging and

winning the war on terror.

GBased on the results for the 87 funds analyzed, we estimate that the actual holdings of the Top 100 pension systems in
the stock of companies that do business in merrorist-sponsoring states likely exceeds $210 billion.



Introduction

The Center for Security Policy has long held (he view that the U.S. capital markets represent an
important front in the financial war on terrorism. The level of national security-oriented scrutiny
applied to the capital markets by Wall Street and the U.S. Government to date, however, has been
woefully inadequate. This report - part of the Center’s new DivestTerror.org campaign - is
designed to shed light on the connections between U.S. State Department-designated terrorist-
sponsoring states, the proliferation of weapons of mass destruction (WMD) and ballistic missiles,
global public companies and tens of millions of American investors. In so doing, this report paints
a stark picture of how the economic life-blood of terrorist-sponsoring rogue regimes Is being
unwittingly provided by the pension systems and other investment portfolios of average

Americana.

Typically, corporations have considered the question of ties to terrorist-sponsoring states
exclusively from the financial standpoint of retum-on-investment. This report suggests that, in time
ofwar, decisions by management and shareholders concerning corporate ties to states identified as
sponsors of terror and proliferators of weapons of mass destruction must be governed by another
consideration: Investments in, and business ties to, such nations serve to prop up their
economies, providing resources, know-how and advanced equipment and technology that

compounds the danger they pose to us.
The Economies of Terrorist-Sponsoring States

I* is indisputable that the regimes of terrorist-sponsoring states benefit enormously from foreign
investment. Consequently, their attraction of such investment has been a priority over the past
several years, hor a number of these countries’ domestic industries - most notably the energy
sectors - foreign investment has been the decisive factor in maintaining their economic vitality.
Without the advanced equipment, technology, expertise and revenues provided by the world’s
leading public companies, the economies of these countries would stagnate and probably

collapse over time.

Indeed, this premise underpinned the passage ofthe Iran-Libya Sanctions Act of 1996, which
sought to discourage business activities in the energy sectors of these countries in hopes of
diminishing the capability of Tehran and Tripoli to sponsor terrorism and fund expensive WMD and
ballistic missile programs. According to former Clinton Under Secretary of State Peter TamofF:

‘A straight line links Iran  oil Income and its ability to sponsor terrorism, build weapons of
mass destruction, and acc &>e sophisticated armamen.s. Any government or private company
that helps Iran to expau' .<8oil must accept that it Is contributing to this menace.”

Libya offers a text-book example of the dependence of these countries on foreign capital. During
the 1990s, Libya’s oil industry was lately paralyzed and overall government resources severely
restricted by comprehensive UN and other sanctions. Eventually, economic pressures brought
about what is said to be a dramatic course correction by Muammar Qaddafi involving
unprecedented cooperation on a variety of security-related concerns. While the Libyan dictator was
cLariy concerned that the U.S.-led liberation of Iraq might have meant his regime would be the next
to be “changed” by force of arms, another impetus behind this change was his need to reverse the
country’s dire economic condition which could also have impelled the collapse of Qaddafi’s

misrule.
1



The Libyan case underscores the potentially powerful effect that publicly traded companies can
have on the policies of rogue regimes. Indeed, the Center’s proposed divestment and investor
activism campaign - DlvestTerror.org - is based on a simple preposition: Were publicly-
trcded companies, as a result of investor pressure, to threaten to withdraw from terrorist-
sponsoring states or to take such a step if necessary, other rogue states would be compelled to
follow the Libya model of foreswearing dangerous policies in exchange for sustained economic

viability.

Iran serves as another example It reportedly seeks foreign investment of up to $5 billion peryear
to achieve its goal of doubling oil production by 2015. According to the Energy Information
Agency of the U.S. Departmeij: of Energy: “Overall, Iran's oil sector is considered old and
inefficient, needing thorough »evamping, advanced technology, and foreign investment.”7 Other
countries, such as Syria and Sudan, also benefit enormously from the infusion of foreign capital and
expertise coming from scores of international companies. These corporations are primarily publicly
traded firms from Europe, Asia and even the United States.8

Indeed, there are some 400 publicly traded companies doing business in terrorist-sponsoring states,
helping to develop and advance economies that would otherwise stagnate and decline. The
alternative to these foreign concerns would be domestic, often state-owned, companies that are
plagued with inefficiencies, corrupt business practices and an overall lack of pdvanced
technological capability. In other words, without U.S. and foreign p ibllcly traded companies,
the economies of terror-sponsoring regimes would be severely afflicted. Under such
circumstances, it seems reasonable to expect that their ability to pursue terrorist and other agendas

hostile to this country would be significantly degraded, as well.

Trading with the Enemy

In recent testimony before Congress, the senior U.S. official charged with administering and
enforcing economic sanctions policy, Richard Newcomb, who directs tie Treasury Department’s
Office of Foreign Assets Control, described the goal of sanctions as “...intended to deprive the
target of the use of its assets and deny the target access to the U.S. financial system and the benefits
of trade, transactions and services involving U.S. markets.”9 It is ironic that at the same time the
Administration properly seeks to curtail funding for governments that sponsor terrorism, the
investment dollars of average Americans are funding companies whose activities in terrorist
sponsoring states directly contravene the objectives of U.S. sanctions poll'y.

The willingness, moreover, of other nations to permit their companies to provide material support to
state-sponsors of terrorism enables these public firms (and the offshore subsidiaries of U.S.
companies) to circumvent and undermine U.S. sanctions regimes. Particularly egregious examples
are foreign oil companies held in the portfolios of millions of Americans that generate billions of
dollars in annual revenues for governments that aid and abet our terrorist enemies. Since money is

7Country Analysis Briefs: MdjeEast and North Africa. Iran. Energy Information Administration. Department of
Energy. November 2003.

1 Despite new U.S. trade sanctions on Syria, it is not illegal for U.S. companies to do business in the country.
Moreover, even in countries where it is illegal for U.S. companies to do business, a number ofthem manage to
circumvent U.S. law by operating in these countries via overseas subsidiaries. The U.S. Senate has recently debated the
need to close this loophole in U.S. sanctions policy and almost cettainiy will be doing so again in the near future.
9Testimony of R. Richard Newcomb, Director, Office of Foreign Assets Control, U.S. Department of the Treasury
before the Committee on Banking, Housing, and Urban Affairs United States Senate. May 10, 2004.



fungible, there is little doubt that these revenues are helping to enable such governments'
sponsorship of terrorist organizations and development of weapons of mass destruction.10 Ofno
less concern is the contribution made to the latter via "dual-use” technology and equipment (i.e.,
thnt with both civilian and military applications) obtained through the business operations of foreign

firms.

Affigrjcgfl 19Ye«tQH Vnflgovriting Terrorism

Cae might ask: What does my pen&”n plan or mutual fund have to do with the fact that these
companies are propping up terrorist-sponsoring states? The fact of the matter is that these
companies are publicly cwned and controlled by their shareholders. Companies use the invested
capital represented by each share to fund their corporate operations and policies.

In exchange for their investment, shareholders in these companies have select opportunities to
engage in oversight of and decision-making concerning corporate activities. For example, each
shareholder has the opportunity to vote at annual shareholder meetings on management issues
affecting the company or, in some circumstances, to proffer shareholder resolutions in order to alter
any given aspect of corporate policy. Shareholders also have the option of selling their stock, either
contributing to downward pressure on share value - which could influence corporate behavior - or
simply to register disapproval. As a result, companies that do business in terrorist-sponsoring
states are doing so with the tacit, if unwitting, approval, and with thef 'ir.us, Of their investors.

To be sure, individual investors usually face an uphill battle in influencing corporate behavior.
Institutional investors, or the other hand, tend to have considerably greater influence since they

typically control far larger stakes in companies.

As has been evident in recent years (notably, in connection with environmental, tobacco and
management accountability controversies), public pension and other institutional investors have a
demonstrated ability - and, in many cases a perceived obligation - to pursue prudent corporate
governance initiatives. Through shareholder resolutions, divestment campaigns and other forms of
shareholder activism, institutional investors have materially affected ihe decision-making of myriad

corporations.

There is, therefore, no reason why non-U.S. companies (including American-owned overseas
subsidiaries) doing business with terrorist-sponsoring states should be consideied beyond the reach
of U.S. investors. To the contrary, citizens of this country are heavily invested in these companies,
as they often list on U.S. exchanges. Their equity is likewise available to American investors
through American Depository Receipts (ADRs), a mechanism that allows for U.S. institutional
investors to buy the stocks of foreign companies. The fact that the U.S. houses as much as 40
percent or more of the world’s investable capital is not lost on the world’s leading publicly traded
companies. Neither should the leverage thus conferred be allowed to remain unutilized as an
instrument to help win the war on terror. Finally, the overseas subsidiaries of U.S. companies are
I’kewise within the sphere of influence of American investors that own the stock of their U.S. parent

company.

10Whi|e it would be impossible to trace directly revenues generated by a publicly-traded company to the sponsorship of
terrorism, the fungibility of money, at minimum, makes possible the freeing of government hinds for these nefarious

purposes.



‘gIrtHiSfiffrify Rk’

In fact, there have already been instances where institution/  ivestors took action in response to the
perceived exposure of companies to what has come to be known as “global ieci’-ity risk.” They
have tended to do so, however, due to their perceptions of the unduefinancial exposure associated
with investing in companies doing business with terrorist-sponsoring regimes. It stands to reason
that institutional (and, for that matter, individual) investors should be even more concerned about
investing in corporations that appear indifferent to the harm their activities in rogue states can do to

vital U.S. security interests.

For their part, such companies shov >d carefully consider the consequences of conducting business in
countries where their presence helps the cause of international terrorism. At the very least, the
moral and ethical dimensions of these corporate practices should be assessed. Should they fail to
take corrective action, shareholders should feel no compunction about taking management to task
by divesting the stocks of companies that insist on helping to meet the acute financial and

technological needs of terrorist-sponsoring states.

As it happens, there is another, prudential reason for stockholders to compel changes in
problematic, terror-abetting cc porate behavior: There is alsofinancial risk associated with such
behavior. The Securities and Exchange Commission (SEC) has described this as “a crucial issue for
investors” and of material concern to their investment decisions. In fact, the SEC has recently
established an Office of Global Security Risk to look exclusively at the disclosure-related aspects of
this risk category - an initiative that was formally mandated by legislation signed into law in

January of this year.

To their lasting credit, the pension funds of two unions at the cutting edge of the war on terror -

i.e., those of New York City’s police and firefighters - have been pursuing corporate governance
initiatives on the basis of global security risk for more than two years, under the able stewardship of
New York City Comptroller William Thompson. States such as Arizona and Pennsylvania have
likewise joined the fray, passing on a bipartisan basis legislation explicitly calling on state pension
systems and asset manager* to account for global security risk.

Incredibly, notwithstanding either the nation?! security implications or the financial risks of
corporate ties to terrorist states, the largest U.S. public pension funds have to date done
nothing to address this major challenge, indeed, a number of them have actively resisted efforts
to educate them and their beneficiaries to the moral, strategic and financial dangers entailed in
investments exposed to global security risk. As noted elsewhere in this report, some have even
refused to provide information concerning the make-up of their investment portfolios. As things
stand now, it seems unlikely that any will be able to respond to Senator Frank Lautenberg’s inquiry
regarding how many companies in which they own stock currently operate in terrorist-sponsoring

states.

The Center for Security Policy believes *uch behavior to be seriously misguided, if not actually
malfeasant. In the interest of helping to ’lluminate both the attendant national security and financial
implications, the Center has undertaken an in-depth analysis of each state’s major public pension
systems. The goal is to examine publicly for the first time the extent of such exposure and to record
empirically the extentto which such funds - and the millions o fAmerica's civil servants whose
interests they purport to safeguard - are invested in companies whose corporate activities are
providing revenues, equipment, technology and moral cover to governments that harbor terrorists

and threaten the security interests of America and our allies.



Methodology

“The Top 100 Public Pension Systems” is the feature section of this report. For the investment
portfolios of each of America’s Top 100 public pension funds, this section provides detailed
analyses of their investments in companies that are active in terrorist-sponsoring states and in
companies that have been publicly associated with the proliferation of weapons of mass destruction
or ballistic missiles. For the purposes of this report, terrorist-sponsoring states are defined as Iran,
Saddam Hussein’s Iraq, Libya, North Korea, Sudan and Syria.l1 Also provided is each fund’s
contact information so that you, the reader, can take step™ to register your views on this topic
directly with pension and state officials.

/U flufrjpg.th? Pal*

In preparing this report, the Center for Security Policy obtained the most recent, publicly-available
investment portfolios for each of the Top 100 public pension systems.22 Accordingly, the
investment data underpinning this report is, in most cases, dated June 2004, December 2003 or June
2003. Although small adjustments may have occurred in the funds’ aggregate totals since the most
recent data was provided, p 'blic plan sponsors tend to be long-term investors that rarely make
substantial changes to their portfolio fr >ldings.

Using the investment portfolio of the “Retirement Systems of Alabama,” dated December 31, 2003,
as an example, our report finds that the fund was invested in 133 companies that are doing business
in terrorist-sponsoring states. The total “Amount Invested” in these companies by that pension fund
was $2,418,088,117.26 (The analysis for the “Retirement Systems of Alabama” can be found on
p-11.) Itis likely the case that these numbers have not dramatically changed over the past eight
months, as investment patterns tend to be fairly stable. It is possible, however, that these totals may
have changed somewhat due to the fact that stock prices can fluctuate on a daily basis and modest
investment adjustments are sometimes made by fund managers. For the purposes of this study, we
have assumed that currently unavailable, up-to-the-minute data will not differ appreciably from that

in hand.

A number of pension systems were not forthcoming with their investment portfolios, despite the
fact that they are public entities and, in many cases, state taw requires them to make available such
informatio;i when requested. For example, the Detroit Police and Firemen Retirement System
refused m recognize the submission of a public records request and never provided data. Similarly,
a representative of the Tennessee Consolidated Retirement System questioned why the portfolio
holdings of public employees are relevant to the public and chose not to return subsequent phone
calls. Tfc- State of Georgia offered several obstacles, including an initial claim that they were
simply too busy to send their portfolio, but one could come to their offices in-person to inspect the
records. They subsequently stated that no copies could leave the premises if a representative came
to review the state’s public portfolios. The Utah State Retirement System flatly refused to provide

any data whatsoever, citing fund policy.

]lAIthough Cuba is also correctly listed as a state-sponsor ofterrorism by the U.S. Department of State, relevant data

for Cuba was not available for this study.
IJ As of the tune of completion of this report, thirteen of the Top 100 public pension systems had not provided their

portfolios, including two federal systems that invest on behalf of this country’s armed services.



Runningjfee PenglQnFund Portfolios

Once the portfolios from each public pension system were obtained, the data was forwarded to
Conflict Securities Advisory Group, Inc. (CSAG), an independent and impartial Washington-based
risk assessment firm that specializes in identifying and assessing companies with ties to terrorist-
sponsoring states and proliferation-related activities. CSAG ran the portfolios against their Global
Security Risk Monitor, a commercial software product offered on a subscription basis by CSAG and
the Investor Responsibility Research Center, and provided the requested resuits to the Center.
Among the subscribers to the Global Security Risk Monitor are leading institutional investors, such
as New York City’s Police and Fire Fighter Funds, and the govemmen s of the United States and
Japan. The Center’s use of this data and the views and policy recommendations expressed
herein do not necessarily reflect those of CSAG or its partner company.

State Fund Analyses

Each fund analysis uses the same user-friendly template to show the results of our analysis. The
section entitled “Exposure Levels” indicates the number of companies in which the fund in question
is invested that are doing business in terrorist-sponsoring states, and the total amount invested by
the fund in those companies. It provides similar information regarding the fund’s investments in
companies that have been linked to proliferation-related concerns. For example, the “Retirement
Systems of Alabama” is invested in 133 companies that are active in terrorist-sponsoring states and
16 that have been linked to proliferation-related concerns. It has invested approximately $2.7
billion in these companies. The pie chart to the right of “Exposure Levels’ indicates the percentage
the holdings in such companies represent ofthe fund’s total equity assets un ier management. In the
case of Alabama, that $2.7 billion represents roughly 21 percent of the fund’s total equity holdings.

Each fund analysis is based on the equity, or stock, holdings of each fund and does not take into
account any other investment categories such as debt, currency or other holdings. Accordingly,
Alabama likely has much more than $66,806,092,128.97 in assets under management when the
fund’s investments in bonds and other investment vehicles are included. Although it is possible that
each fund has investments in the debt of companies with ties to terrorist-sponsoring states, for
simplicity’s sake, this report focuses solely on equity investments.

It is likewise the case that many of the public pension systems invest in equity indices. This
investment strategy entails the purchase ofan “index” or basket of stocks via a fund manager. As
the composition of indices is, at times, proprietary and in other instances not accessible via state
records, this report does not account for investments in companies that are active in terrorist-
sponsoring states that are made via an index fund. As a result, it is probable that many of the
pension systems covered in this report are even more heavily invested in companies active in
terrorist-sponsoring states than the data used in this report indicates.

The section entitled “Financial Impact of Publicly Traded Companies on the Economies of
Terrorist-Sponsoring States" is designed to illustrate the critical role played by these companies -
owned in large part by the public employees on whose behalfeach fund invests - in the economies

of these countries.

To underscore the importance of this section of the report, consider the following: The “Retirement
Systems of Alabama” are invested in companies with an estimated $29 billlou worth of projects



In these countries. By contrast, since 9/11, the U.S. government has successfully interdicted
approximately $330 million in terrorist-funding. Were the public pension systems of this
country to persuade state-sponsors of terror no longer to support such activity or, alternatively, to
persuade companies to stop doing business with terrorist-sponsoring Iran, Libya, Syria, and Sudan,
those regimes would experience a far greater cost than $130 million in lost revenues. Perhaps
billions of dollars of infrastructure investments would be foregone.

The section entitled “Companies Held by [Name of the Fund] With Ties To:” identifies in which
terrorist sponsoring states these portfolio companies have business operations. In the case of
Alabama, its 133 portfolio companies with such business links have done business with Ira
SaJdam’s Irag, Libya, North Korea, Sudan and Syria. (N.B. Ihe numbers in this section often
exceed the number of companies cited under the “Exposure Levels” heading because many of those
companies have business activities in more than one terrorist-sponsoring state.)

Fina'ly, the “Sample Holdings” section provides examples of those companies held by the fund
(including the amount invested in each) that are illustrative of the Center’s concerns about corporate
ties to terrorist-sponsoring states and the need for Americans to commit to taking action 0N this new
front in the financial war on terrorism. Further information on such companies is available at

wwww. DivestTffrror.org.
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Alaska

Alaska State Pension Investment Board (ASPiB)
333 Willoughby Avenue. 11thFloor
P.O. Box 110405
Juneau, 4K 99811-0405
(907) 465-4399

Exposure Levels

Amount Invested

Companies held by Total Holdings vs. Total Exposure
ASPIB with Ties to
Terror!st- 98 $1,471,137,528.24 Total Exposure,
Spcnsoring 24%
States:

Companies held by
ASPIB with Ties to

. . 16 $172,385,530.81
Proliferation-
Related Concerns: Total ASP1B Assets Under
Management In Equities:
Total Exposure: 114 $1,643,523,059.05 $6,907,919,500.23

Tnls graph Illustrates that 24% of ASPIB'
total equity holdings are In companies

1 1 1 ith ties to t ist- i tat
Financial Impact of publicy Traded o e s
Terrorist-Sponsoring States:

Companiges Held by ASPIB

with Ties to:
The 98 Companies that
ASPIB Is Invt >d in Are
Involved in Projects in Iran A
Terrorist-Sponsoring
Saddam's lIraq
States Worth, at a
Minimum, 1 Libya
North Korea
$27,584,340,000 Sudani
Company Name Total ExDosure
Alcatel SA $10,311,624.41
ENI. $21,820,646.49
Statoil ASA $6,566,211.76
Total SA $30,883,140.72
UBS AG $19,444,609.79



Alcatel SA

Alcatel, headquartered in France, has significant operations In three terrorist-sponsoring
countries: Iran, Libya and Sudan. It likewise carried out major fiber optics contracts with
Saddam Hussein's Iraq prior to the recent war. The total value of the company's operations In
terrorist-sponsoring states over the past five years is more than $300 million.

Among Its activities In Iran that have relevance to Tehran's military and teriorism-related
activities A€ contracts signed with state-controlled Iranian companies to provide data
transmission and switching network capabilities. These contracts have reportedly Included the
provision of hardware, software, technologies and training to Iranian companies. It likewise Is
Installing an undersea telecommunications cable in the country. Most of its activities In Iran
are undertaken with state-owned partners. 1

Prior to the Iraq war, Alcatel is reported to have significantly upgraded the Saddam Hussein
regime's fiber optic infrastructure. Alcatel undertook those operations despite the publicly
stated concerns of the U.S. government that the project could advance Iraqgi military
capabilities — and potentially cost American lives.2 In Libya and Sudan, the co.npany is
currently involved In similar telecommunications projects ranging from upgrading networks to
the Installment of underwater fiber optic cables.3

Alcatel’s activities place It on the "Dirty Dozen" list for the following reasons:

. Advanced TeChn0|Ogy As a world le. ler Inthe telecommunications sector, Alcatel is
undertaking technologically-advanced projects in three terrorist-sponsoring states. As
evidenced by the company's al” ~Hies in Iraqg, these types of projects can introouce
technology that can have milita. purposes. The likelihood that dual-use technology is

diverted to nefarious purposes is increased when a company, is is the case with
ﬁcatel, contracts with state-owned companies.

EVENUES:. Alcatel is Involved in projects totaling over $300 million in terrorist-
sponsoring states. Not only does this create government revenues, hut It also serves

en ined kimad r.economic growth.

. morafan (150 |t|Caf Ceover: When leading global companies such as Alcatel partner
with terrorist-sponsoring states. It sends a clear message to these governments:
Sponsoring terrorism is not a concern as long as there are corporate profits to be
made. This message undarmines U.S. sanctions and international diplomatic efforts.

1. Alcatel Company Website, 2002; and Modem Power System, April, 2000.

2. Washington Post, 9/5/01.

3. Al Bawaba, 12/18/02; and Sa;dl Fxoriomlc Survey, 7/10/02.
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at more
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natural Inde jg ercent ofa Lbas oY%rn enlV recelpts ¢
exports sdoes some rc nt oflran B%Fonsog tecomrng
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overnments of Iran currency revenues pav

gt x for Iran to
ccelerate Its d antrrerous we onso mass destruction program and for both countries
to continue supporting terrorism with Impunity.

rade
ortedly also

Fe? em
-
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- U.S. Sanctions v| lator: ENI I3 curfent g/m teghnrca vroIa lon of the Iran- Libya
Sanciron Act. That W Was Sé)ecrfrcalg signed to ensure t alt |ran anét Lrtéy were
nable to realize substa lated Tevenues that could be used to aavance
those countries”sponsors |po e orrsm
= Moral and Political Cover; \When ea?mlg Y%Iobal compa}nres such as ENI partner with
terronst -S onsonngmstates jtsendsac a essage to these governme ts
onsonn terrorism s r&otaconcern as on as there are cor ort 0 |ts to pe
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ast Econo cDr et /1 ternatronal Petroleum Finance, 7/1/03; MEED,

/f%d% 3£gence ranc resse, %7051

3. Country Analysis Brltifs Energy Information Adm|n|straat|on De artment of Ener

jooz B Country Analysis Bnes Energy Information A minitral jon, Departmentg of Energy,



Statoil ASA

Although, to our knowledge, the Norwegian ener t, Statoil has.ties to only ont
terron& -sponsoring stateglran t e%%us nat e%fa trhose act|V|At|SeA§ Merits fnvesto cone »m.

Statoll's operations In Iran are focused on th co ntry's b|||| South Par as field.
JI i U gst%s% t%e Soutt Pars

hefd.an

|nt ggoo l anesrcP%ttrg%% t11t0|l lS ev%opl orgn ?esegrte NS 10 Invest
as much as m|I lon nthe Jt% ﬁgars gas fie ?n‘g \}lert econ¥ Ing ?ouryearsl

anqreat rcon ern is Statoll’ agr? ment t8 Horton Investments, an Iranian InveO(S ent
2m| lon as part of an“effort to advarce Its business interests Inlra In 2003, this

[nenﬁ ecam t sou ce an Intense overnment Investiga tlontah ed to a raid o
ato s offjees. asls orlbecon rovers as, orto st|es P ashe |sono
ormer Iran nPre3|dentAII Akbar Hashem %nA% gworks at the Natlona mam%
Company. Statoil we1 Investiga A or poteftla % rertmn charges A the
i SE ny ﬁn transferr lorton,

d other senior 0 |C|als

ﬁOnt act W S eventu dance arter $5.2 million q
owever), the scandal led to the résignation of Stato

Statoll’s activities place it on the "Dirty Dozen" list for the following reasons:

- Geopolltlcal Motlves Stat0|l descrlbes Its mvestment in Iran as "In line Wlth

cirwe lan foreign 0|c which ?ncourei?es Increased trade re at||8ns wﬁh ran."2 Not
e C0 |Ilhng to lgnore ansp[Josmon as the world's leading state

sp nsoro terror m Rutt & company VIews IsoPeranons as directly supporting a
government position that undermines the U.S. war on terrorism,

- Rev nues: St 0|L|s Involved in rodecﬁs tot?lmg1 over$30? (thon in Iran.  This
trans ates Into both Increased revenue flows for an extremely dan erou terrorist-
sponsoring regime and Serves as an engine for broader economic growt

- Mchral and Political Cover: Wh ?n eagq ng a obal companiges ﬁuch a5 Statoil Rartner
terrorist-sponsoring states, It sen ear mess etot es? govErnmet

@’ nsoring terrorism Jsine as 1on as our o an a prafit,. This message
uﬁg rmings U.S. sanctiops an |nt at|o a dn n¥at|c e?fsqrts Qﬁ ssage Is” .
[ﬁar}?orceq \)//vhena?wm aﬂege ysee sto nbeglieadmg Iranian o |C|a ?orc ntracts in

1. Company Website, 2004
2. me Oil Dally, 9/29/03; m e Oil Dally, 9/29/03; and International Oil Dally, 9/12/03.
3. Company press release, 10/28/02.



Total SA
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Eenerate an estim te 088 dat)/ln close coordination with the state-owned
yrian Petroleum Company

Total's activities place It on the "Dirty Dozen" list for the following reasens:
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Uﬁ Irgn -Lib aSanctrons Act, Baw walss ecifical e 0 ensure t at Iran

an awe e unable to realjze su stantia ate venues that cou

pse toa vance t osﬁ coun]t tesa sonsorsr []t%rronsm nce Total | noe tt}

ﬂwwrth mpunr ood of foreign companies us to enter the energy etc

those countries
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erronstsonsor states Is t ee orto d natu %as 5 el nt of

asgo em}mg rece Ints come or e ports as doe ome ) percent of
g rkewrsed

sovera rnaand S U SH rEVEnues.
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- ral and Political Cover: When Ieédmg ?Iobal companies such as Total SA partner
th terrorist-S onsonlrgqqstates It Sends a clear message o these §over ment

ﬁPO SOFIH%} terrorism Is"not a concern as ?OHP as there dre cor Orfi rofits.to pe F)
ade. This message undermines U.S. sanctfons and Internationa omatic efforts.

1. Company Global Report, 2001; The Regulatory News Service, 5/13/02; and Agence France Presse, 12/13/01.

2: The New Republic, 3/17/03; and Africa Energy Intelligence, 3/6/03.
3. Bloomberg News, 8/7/02; Platt's Oilgram News, 8/8/02; Africa Review World of Information, 9/23/03; WWP- Report on

Oil Gas & Petrochemicals In the Developing World, 1/1/03; and AFX/Regulatory News Service, 1/28/02.

4. Country Analysts Briefs, Energy Information Administration, Department of Energy, May 2002; and Counta Analysis
Briels, Energy Information Administration, Department of Energy, July, 2002.

5. The New Republic, 3/17/03.



UBS AG

The Swiss. Ban BSAG has es to the financial sector of Iran and Libya and was fined for Its
es {0 d amks r| rtot ewar %Nhﬁethe cumu tatrve vaﬁue o)’ |t3/abus0’ness ctngtres N

ese countries |se mo dest, the co pny recently face gti Ic scandal an stantraJ
Hovernmer}t Y tb%atkonso the'c m sun osed ties to Iran uncovere
srgnr cant trans erso oI notes directly

In May 2004, UBS AG Wwas fined $100 million by the U.S, Fedekal Reserve forvola(t}rr\

cor'tj ract that st lated that UBS VYOHld not, .as Parto Its wor pro%m Lran o [ notes
sanctrg ed countries. Unt etermrn t?no Its contractl 3, UBS was a

‘par of the Federal Reserve's ' Exte sto |a nvg or ram’ that 1S, esrdne to
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r ugos avra that tota ed som
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W h}eh Iran r?d% erat, “é”anﬁ Sepah an ank%ara 5

Asubsidiar oft#e corfn[pg UBS SUSA was, fined %IM 750 b he U.S, Treasury

Departmen Office 0 nAsst tr It ch rge t at UL*S violated” U.S.
sanctions on Irag. Its trest Iraq al ege Iega nds transfers that took place in
2001.2

UBS” activities place It on the "Dirty Dozen" list for the following reasons:

= Hard Currency: UBS |Ilegally provided U.S, banknotes to sanctroned terrorlst—
sonsoran countnes Th overnmenté gurgtﬁr atr garnst BS underscore
ornt hat, wrthout ard curre It woul ese overnments 0
cont nuet err %rs of terrorism an costar (\!v ons 0 mars destruction
rams rjposeo sanctions IS to deny the type of cash to these
trres that provide
- TheR lu of Finance: Banks play a vital role jn the e onomres of terrorist-s onsorrng
\/\/3 und@rwntrnd Ip ects that create sust tra e enre for th o% rnment
toutthe nncra % gﬁ rt provide bg eadi n ban ssu
go ernments o rétn er terrorist-s o orrn state |n It more
icult to lgnore diplomat |ce orts to |scoura errs onsors |po terrorist groups.
Mo hal and, Political Cover: \When leadin cq obal companies uch as UBS do biisiness
with terrorist-sponsoring states, It sends g Clear messa etot ese §over ment}
orts

mpo sonn? terrorism 1s ot a concern as onP as there are coy ora rofits, to
ade. This message undermines U.S. sanctions and International diplomatic e

1. Associated Press Online, 5/10/04: and PR Newswlre, 5/10/04.
2. Company Press Release, 5/31/01.
3. U.S. Treasury Department Office of Foreign Assets Control Website, 2003.
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The Alaska Permanent Fund

Stock h o ld in g s

As of September 30, 2005 -updc'ed quarterly

APFC made its first stock Investments in 1983, when It allocated 15 Percent of the Permanent Fund's market
value to US stocks. In 1989, APFC allocated 10 percent to non-US stocks. Today, stocks comprise about 55
Percent of the Fund's market value. Compared to Its bond and real estate asset classes, stocks have provided

he highest long term average rates of return for the Permanent Fund.
Access Investorguide.com stock research site

RETAILING

US stocks Non-US stocks
AEROSPACE & DEFENSE AUSTRALIA
AIR TRANSPORTATION AUSTRIA
APPAREL & SHOES BELGIUM
AUTOS, TIRES & RELATED PRODUCTS BERMUDA
BANKS & OTHER FINANCIAL SERVICES BRAZIL
BEVERAGES CANADA
BROADCASTING & PUBLISHING CAYMAN ISLANDS
BUILDING CHILE
BUSINESS PRODUCTS s. SERVICES CHINA
CHEMICALS CROATIA
COMPUTER EQUIPMENT & SOFTWARE CZECH REPUBLIC
CONSUMER APPLIANCES & ELECTRONICS DENMARK
CONTAINERS EGYPT
COSMETICS & RELATED PRODUCTS EURODOLLAR MARKET
DIVERSIFIED COMPANIES FINLAND
DRUGS & HEALTH CARE PRODUCTS FRANCE"®
ELECTRICAL EQUIPMENT & ELECTRONICS "GERMANY™"
ENERGY SERVICES GREECE
EXCHANGE TRADED FUNDS HONG KONG
FOODS HUNGARY
HOME FURNISHINGS INDIA
HOSPITAL SUPPLIES & MEDICAL SVCS. INDONESIA
INSURANCE IRELAND
LEISURE ISRAEL
MACHINERY ITALY
METALS & MINING JAPAN
MISC. CAPITAL GOODS Hsvcs. co LUXEMBOURG
MISCELLANEOUS CONSUMER DURABLES MALAYSIA
OFFICE EQUIPMENT MEXICO
OIL & COAL MOROCCO
OTHER NON-OIL ENERGY SOURCES NETHERLANDS
POLLUTION CONTROL NEW ZEALAND
PULP & PAPER NORWAY
RAILROAD EQUIPMENT PHILIPPINES
REAL ESTATE INVESTMENT TRUSTS POLAND
RESTAURANTS, FOOD SERVICE & LODGING PORTUGAL

RUSSIA



Alaska Permanent Fund Corporation
»

SOAP ft OTHER HOUSEHOLD PRODUCTS
SPECIAL TECHNOLOGY

TEXTILES

TOBACCO

TRANSPORTATION PRODUCTS & SERVICES
UTIEQUITY

UTILITIES - ELECTRIC

UTILITIES - GAS

UTILITIES - MISCELLANEOUS

UTILITIES - TELECOMMUNICATIONS

SINGAPORE
SOUTH AFRICA
SOUTH KOREA
SPAIN

SWEDEN
SWITZERLAND
TAIWAN
THAILAND
TURKEY

UNITED KINGDOM

http://www.apfc.org/investments/stocks.cfm 2us=show &int=show

Page 2 of 2
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http://www.apfc.org/investments/stocks.cfm

Alaska Permanent Fund Corporation

The A'aska

Permanent

Fund

1j 1 There are ss investments for rrance. Back to stocks

Companies

ACCOR EUR 3.00

AIR rRANCE-KLM EUR 8.5 RFD
AJRUQUIDE EUR 11

ALCATEL SA EUR 2.0 RFD

ALSTOM EUR 0.35

ATOS SA EUR 1.0 144A

AXA EUR 2.29 RFD

AXA EUR 9.15

BIC EUR 3.82

BNP PARIBAS EUR 2.0

BOUYGUES EUR 1.00

BUSINESS OBJECTS EURL.00

CAP GEMINI EUR 8.00

CARREFOUR EUR2.50

CASINO GUICHARD PERRACH RTS 08JULO5
CASINO GUICHARD PERRACHON EUR 1.53
CNP ASSURANCES EUR 4.00
COMPAGNIE DE ST-GOBAIN

CREDIT AGRICOLE SA EUR3
DASSAULT SYSTEMES SA EUR |
ESSILOR INTL EUR 0.35 RFD

FRANCE TELECOM EUR 4.0

GECINA SA EUR 7.5

GROUPE DANONE EUR 0.5

GROUPE DANONE EUR!

HERMES INTERNATIONAL SA 144A
IMERYS SA EUR 2.0

KLEPIERRE EUR 4.0

L OREAL EUR 0.2

LAFARGE EUR 4.0

LAGARDERE SCA EUR 6.1 RFD

LVMH MOET-HENNESSY LOUI EUR 0.3 RFD
MICHELIN CGDE-B EUR 2.0
NEOPOST EUR 1.0

PAGESJAUNES SA EUR 0.2
PERNOD-RICARD

PEUGEOT SA EUR! (RFD 01/01/2001)
PPR SA EUR 4.0

PUBLICIS GROUPE EUR 0.4

Shares
124,752
24,850
44,523
258,074
898,309
12,003
1,089,797
0
6,912
800,971
548,162
14,390
130,686
343,018
7,626
7,626
7,221
63,936
423,272
43,313
44,675
1,799,226
1,562
170,362
0
1,926
99,164
4,809
98,081
56,902
113,355
208,166
109,890
80,426
26,218
79,579
32,902
14,011
23,595

Cost

$ 4,761,632
$411,064
$5,203,013
$5,104,920
$ 1,099,135
$ 745,010

$ 24,309,514
$2,023

$ 436,853

$ 34,803,988
$ 14,929,702
$419,600
$6,296,650
$ 16,519,906
$0

$ 394,762

$ 336,640
$2,260,163
$9,181,429
$ 1,984,387
$ 1,593,422
$ 47,911,348
$ 169,349
$9,809,372
$ 7,700
$291,983

$ 6,849,010
$ 249,722

$ 5,340,150
$4,904,874
$5,663,101
$ 14,246,266
$ 6,469,941
$ 6,941,839
$ 634,308
$5,922,079
$ 1,066,991
$ 1,194,629
$ 864,600

Market Value

$ 5,858,207
$ 377,911

$ 7,597,255
$ 2,834,159
$891,892
$761,542
$27,283,251
$ 2,023
$414,186

$ 54,995,734
$22,763,953
$ 385,581
$4,158,407
$ 16,671,263
$0

$ 536,000

$ 463,967
$3,553,592
$ 10,745,333
$2,100,503
$3,060,338
$ 52,645,956
$ 177,402
$15,003,327
$7,700

$ 389,212

$ 6,852,603
$ 460,625

$ 7,049,190
$ 5,331,936
$8,407,360
$ 16,108,305
$6,701,414
$ 7,084,383
$ 612,992

$ 12,721,570
$ 1,951,915
$ 1,447,505
$ 845,836

http://www .apfc.org/investments/Stocks world.cfm?rnnntrv=PP aw rcj.o-!

Page 1of2

Unrealized Gain/Loss
$ 1,096,575
$ (33,154)
$ 2,394,243
$(2,270,761)
$ (207,244)
$ 16,533

$ 2,973,737
$0

$ (22,667)
$20,191,746
$ 7,834,251
$ (34,020)
$(2,138,244)
$ 151,358
$0

$ 141,247

$ 127,327

$ 1,293,430
$ 1,563,905
$ 116,116

$ 1,466,917
$ 4,734,608
$ 8,053
$5,193,955
$0

$97,229

$ 3,504

$ 210,903

$ 1,709,041
$ 427,063
$2,744,260
$1,862,040
$ 231,474

$ 142,544
$(21,317)
$ 6,799,491
$ 884,925

$ 252,876

$ (18,764)


http://www.apfc.org/investments/Stocks

Alaska Permanent Fund Corporation

RENAULT(REGIE NTL EUR 3.81

SAGEM SA EUR 1.0

SANOFI-AVENTIS EUR 2.0

SCHNEIDER ELECTRIC SA EUR ¢

SCOR SA EUR 3.81

SOC GENERALE EUR 1.25

SOCIETE DES AUTOROUTES EUR 15.22493
SOCIETE DES AUTOROUTES PARI EUR 0.3
SODEXHO ALUANCE EUR 4.0

STE DES AUTOROUTES DU SUD FRF 100.0
SUEZ EUR 2.0

TECHNIP SA

TF: - TV FRANCAISE EUR .20

THALES SA EUR 3.0

THOMSON SA EUR 3.75 RFD

TOTAL SA EUR 10.0

TOTAL STRIP WPR EUR 10.0

UNIBAIL EUR 5.0 RFD

UNION IMMOB FRANCE FF153.00

VALEO SA EUR 3.0 RFD

VEOUA ENVIRONNEMENT 0.0 02NOV2005
VINCI EURI0

VINCI SA EUR 5.0

VIVENDI UNIVERSAL EURS5.50

WENDEL INVEST CO EUR 4.0

ZODIAC SA EUR 0.2

38,586
35,580
879,184
243,990
145,532
93,453
4,708
7,087
19,878
12,030
169,811
18,046
24,496
15,954
54,062
497,343
15,111
76,428
5
13,787
64,212
0
105,461
981,878
67,300
75,151

$ 1,958,392
$572,819
$48,611,258
$ 15,832,087
$292,754

$ 4,747,387
$ 241,913

$ 392,335

$ 643,795

$ 318,801
$3,680,4009
$ 533,470

$ 711,452

$ 529,050

$ 1,328,679
$ 70,891,471
$ 0

$ 2,749,191
$411

$ 737,999

$ 1,575,517
$ 14,819
$6,073,169
$31,696,339
$ 5,215,359
$3,849,302
$ 452,529,222

$1, 06,800
$ 737,966
$72,299,731
$ 18,435,325
$292,730
$9,526,154
$ 252,758
$420,818
$617,014
$689,194

$ 4643448
$ 838,790
$652,119

$ 649,051

$ 1,296,268
$ 117,041,214
$ 183

$ 9,837,151
$ 0

$ 619,485

$ 2,416,222
$ 14,819

$ 8,785,225
$30,990,183
$5584,181
$ 4,039,272
$ 603,340,406

http://www.apfc.org/investments/Stocks_world.cfm?country=FRANCE&s=3
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$ 1,448,409
$ 165,147

$ 23,688,473
$2,603,238
$(24)
$4778,767
$ 10,846
$28,483

$ (26,781)
$370,393

$ 963,040
$305,321

$ (59,334)
$ 120,002
$(32,411)
$46,149,744
$ 183

$ 7,087,960
$ (411)
$(118,515)
$ 840,706

$ 0
$2,712,057
$ (706,156)
$ 368,823

$ 189,971

$ 150,811,184

i/In/?orvi
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Permanent

Fund

% 9 There are 41 Investments for ITALY. Back to stocks

Companies

ALLEANZA ASSICURAZ EUR 0.5

ARN MONDADORI EDIT EUR 0.26

ASSIC GENERALI SPA EUR I
AUTOGRILL SPA EURO.52
AUTOSTRADE SPA EUR 1.0

BANCA ANIONVENETA SPA EUR 3.0
BANCA iNTESA SPA EUR 0.52

BANCA INTESA SPA EUR 0.52

BANCA MONTE DEI PASCMI DI SIENA
BANCA NAZIONALE DEL LAVORO EUR 0.72
BANCHE PCPOLARI UNITE SCRL EUR 2.5
""ANCO POPOLARE DI VERONA E EUR 3.6
BCA FIDEURAM SPA EUR 0.26

BCA POP DI MILANO EUR 3.0
BENETTON GROUP SPA EUR 1.3
BULGARJ SPA EURO 0.07

CAPITALIA SPA EUR 1.0

EDISON SPA EUR 1.0

ENEL SPA EUR 1.0

ENI SPA EUR 1.0

FIAT SPA ORD EURS

FINECOGROUP SPA EUR 1.0
FINMECCANICA SPA EUR 0.22

GRUPPO EDITORIALE L'ESPRESSO SPA
ITALCEMENTI

LOTTOMATICA SPA EUR 1.0

LUXOTTICA GROUP EUR 0.06

MEDIASET EUR 0.52

MEDIOBANCA INTL EUR 0.5
MEDIOLANUM EUR 0.1

PIRELLI +CO EUR 0.52

RAS EUR 0.6

SAN PAOLO-IMI SPA EUR 2.80
SEAT-PAGINE GIALLE EUR 0.03

SNAM RETE GAS SPA SAN DONAT EUR 1.0
TELECOM ITALIA DI RISP EURO.55
TELECOM ITALIA MEDIA SPA EUR 0.03
TELECOM ITALIA SPA EUR 0.55

TERNA SPA EUR 0.22

Share* Coat
88,161 $ 864,626
25,648 $97,048
577,877 ¥ 14.839.803
24597 $ 237,337
60,300 $ 1,117,841
47,900 $939,756
688,445 $ 1,824,286
192,843 414,355
227,803 5 659,481
282,007 $ 626,592
70,132 $1,076,472
77,059 $ 1,134,860
61,269 $ 342,130
81,380 $ 348,432
12,472 * 132,430
29,533 $ 156,730
208,347 $ 1,497,932
191,000 $330,114
762,947 $6,197,000
2,327,941 $30,403,882
107,685 $ 1,415,423
34 515 $885,597
4,925,382 4,454,154
39,800 * 169,337
15,360 127,027
6,484 * 220,892
28,464 *o01168
550,001 * 6,588,056
97,256 V802,204
52,914 * 162,006
612,168 > 655,549
62,763 * 646,266
229,206 * 2,105,904
938,950 * 131,062
203,563 ¥ 629,876
1,224,793 ¥ 113,005
258,177 385777
$,560,077 * 16,271 600
232,750 $ 527,947

Market Value
*
95f 574
¥ 244,556
*
18,052,097
* 324,625
* 1,603,328
*
1,548,529
* 3,155,061
$ 825,403
* 804,844
*975,163
* 1,392,620
* 1,313,708
¥291,175
* 803,553
* 115,146
¥ 321,304
* 1,671,452
* 425,524
* 6,651,191
* 60,065,896
*
783,615
* 310,798
4,606,923
* 217,819

*

* 240,099
* 211,502
*590,373
6,486,270

*

*

1,824,066
¥331,234
* 638,926
¥ 1,222,738

*

3,152,658
* 392,224
* 1,090,402
* 3,188,407
*
124,416
* 17,368,930

* 603,646

http.7/www .apfc.org/investments/Stoclcs wnrlH pfm9rnnnrn;-iTAT v t.-"i
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Unrealized Galn/Loai
¥ 93,949

* 147,508
*3,212,294
* 87,289

* 485,488
* 608,774
* 1,330,775
*411,048
* 145,364
*348,5/2
* 316,149
$ 178,848
*(50,955)
* 455,121
*(17,284)
* 174,574
$ 173,521
*95,411

* 454,102
*29,662,014
*(631,309)
*(574,799)
* 152,770
*(151,519)

* 113,073
. (9,390)
* 89,205
*(101,787)
*1021,862
+ (30,773)
+ (16,621)
* 576,469
* 1,046,754
* 261,163
* 460,52/
* 1,475,203
*(251,362)
* 1,095,330
* 75,699
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TISCALI SPA EUR 0.5 43,768 $ 558,845 * 124,935 $(433,911)
UNICREDITO ITAUANO S$*»A EUR 0.5 3,936,360 J 18,498,774 *20,816,143 $2,317,370
8 121,093,844 8 165,879,848 8 44,786,004

http://www.apfc.org/investments/Stcjks_world.cfm?countrv=ITALY &s=3 i/n/?rw;
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The Alaska Permanent Fund

There are 17 Investments for NORWAY. Back to stocks

http:/AMww.apfc.org/investinents/Stocks world.cfm7countrvsNORw A

'mmm wiiib—

ie

Companies Shares Cost Market Value Unrealized Gain/Loss
DNB NOR ASA NOK 10.0 339,730 $ 1,687,302 $ 3,547,898 $ 1,860.596
FRONTUNE LTD "450 $ 103,847 $ 378,851 $ 275,005
NORSK HYDRO ASA NOK 13.3 25,670 $ 1,176,237 $ 2,723,976 $ 1,547,740
NORSKE SKOGSINDUST NOK 10.0 21,800 $ 323,982 $ 359,425 $ 35,444
ORKLA ASA NOKG6.25'A 39,750 $ S57.065 $ 1,465.848 $ 908,783
PLTROLEUM GEO SVC ORD SHS 11.70C $ 175,181 $ 281,969 $ 106,789
~ROSAFE ASA NOK10 7,100 $ 211,793 $ 213,480 $ 1,687
SCHIBSTED ASA NOK I.C 10,100 $ 163,111 $ 278,182 $ 115,071
SMEDVIG ASA A SHARE NOK 10.0 8,400 $ 88,574 $ 170,306 $ 81,733
if: STATOIL ASA NOK 2.5 626,050 $5,917,793 $ 12,788,652 $ 6,870,859
STOLT COMEX SEAWAY 40,400 $ 325,579 $ 369,364 $ 43,786
STOREY9RAND ASA NOK 5 54,800 $ 306,350 $ 513,596 $ 207,247
TANDBERG ASA NOKI(NEW) 27,200 $ 182,110 $ 291,341 $ 109,232
TANDBERG TELEVISION ASA NOK 2.0 12,700 $ 146,683 $ 157,893 $ 11,210
TELENOR ASA NOKG6.0 163,800 $ 751,071 $ 1,309,585 $ 558,518
TOMRA SYSTEMS ASA NOK 1.0 45,850 $ 325,077 $ 189,426 $ (135,652)
YARA INTERNATIONAL NOK1.70 43,350 $ 231,070 $ 689,854 $ 458,785
$ 12,672,816 t 25,729,641 $ 13,056,825
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U There are 38 Investments for SWlTZERLAND BaCk tO StOCkS

Companies

ABB LTD CHF 2.S

ADECCO SA CHF 1.0

ADECCO SA CHF10 (REGD)

CIBA SPECIALTY CHEMICALS AG CHF 3.0
CIE FINANCIERE RICHEMONT AG ZUG
CLARIANT CHF 5.0

CREDIT SUISSE GROUP CHF 0.5

CREDIT SUISSE GRP CAP 6.0 23DEC2005
GEBERIT CHF 10.0

GIVAUDAN SA COM CHF10

HOLCIM LTD CHF 2.0

KUDELSKI SA CHF 10.0

KUONI REISEN HOLDING AG ZUERICH
LOGITECH INTERNATL CHF 0.5

LONZA GROUP AG ZUERICH NAMEN-AKT.
MICRONAS SEMICONDUCTOR HOLDING AG
NESTLE SA CHF 1.0 (REGD)

NOBEL BIOCAPE HOLDING AG CHF 2.0
NOVARTIS AG 3HF 0.5

PHONAK HOLDING AG

PSP SWISS PROPERTY AG ZU CHF 16.78
RIETER HOLDING AG W CHF 10.0

ROCHE HLDG AG

SCHINDLER HOLDING CHF 1.0 P/ RV CERT
SERONO SA B SHS CHF 25.0

SGS SA CHF 20.0

SIG SCHW IND HG AG CHF 10.0
STRAUMANN HOLDING AG CHF 0.1
SULZER AG CHF 0.03

SWISS REINSURANCE CHF 0.1 REG
SWISSCOM AG CHF 1.0

SYNGENTA AG CHF 8.3

THE SWATCH GROUP AG 2.25 CHF

THE SWATCH GROUP AG CHF 0.45

UBS AG REGISTERED CHF 0.8

UNAXIS HOLDINGS CHF 20

VALORA HOLDING CHF 10.0

ZURICH FINANCIAL SERVICES A CHF 6.5

Shares
411,030
303,928
0

14,200
577,172
47,550
751,636
651,000
2,988
3,308
3°9,454
7,060
600
17,600
7,883
6,900
187,440
4,750
1,343,779
9,200
7,842

315,417
14,560
j3,917
6,900
11,421
443,558
1,179
710
68,202

Cost

$ 3,896,807
$ 12,981,619
$2,191

$ 923,627

$ 11,369,149
$ 760,170
$21,251,657
$ 451,166

$ 1,910,422
$ 1,584,350
$ 15,817,356
$639,977

$ 147,753
$301,674

$ 224,664
$309,556
$38,298,207
$ 164,531

$ 53,396,363
$ 281,077

$ 349,784

$ 284,308

$ 44,204,827
$ 171,590
$2,406,879
$ 433,155
$282,3 ,

$ 372,034
$200,546
$25,432,329
$4,325,090
$ 1,626,910
$ 517,294

$ 173,717
$22,452,557
$ 252,256

$ 126,106

$ 12,300 446
$ 280,824,764

$2,695,911
$ 13,868,714
$2,191

$ 832,131

$ 19,423,842
$ 633,035

$ 29,736,950
$ 715,336

$ 1,925,358
$ 1,933,653
$ 24,343,734
$ 258,928

$ 243,852

$ 566,191
$439.858

$ 261,303
$48,426,219
$ 973,201
$64,150.857
$ 345,530

$ 340,451
$307,918

$ 65,293,465
$401,595

$ 2,247,742
$ 659,709
$292,358

$ 382,519
$290,861

$ 19,424,819
$4,767,264
$3,493,131
$971,443
$327,482
$34,7'2,732
$ 162,024

$ 160,911

$ 11,758,415
$ 357,806,614

Page 1of 1

Umeallzed Gain/Lost
$(1,200,897)

$ 887,09§

$(91,496)
$8,054,693
$( 127,136)
$8,485293
$ 264,171

$ 14,937
$349,303
$8,526,379
$ (381,050)
$96,009

$ 264,517

$ 214,994

$ (48,254)
$10,128,012
$608,671

$ 10,754,495
$ 64,454
$(9,333)

$ 23,610

$ 21,093,639
$ 230,060
$( 159,137)
$ 226,554

$ 10,000

$ 10,485
$90,315
$(6,007,511)
$ 442,175

$ 1,866,221
$ 454,149
$153,76b
$12,290,176
$(90,233)
$ 34,725
$(542,031)
$ 76,981,850
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"60 Minutes" Transcript
Doing Business With the Enemy

Posted January 25, 2004

ke My 25, 2004

SCBS Did it vero?cur toB/ou that when Premdegt Bush says, “Money is the I|feblood of terrorist
perations,” he's talking atiout your money —and every other American's money?

Just about everyone with a 401(k) pension plan or mutual fund has money invested in
companies that)are doing tusmgsg ?n S0- cal?a rogue states. y

In other words, there are U.S. companies that are helping drive the economies, of countries like
Iran, Syria and Libya that have spoﬁsored terrorists. 8or9espondent esley tah? reports.

"The revenue that is generated from the wark that these companies are doing,. we believe, helps
to underwrite and%8§ o[t terrorism.” ﬁa%({/\l}ham [Ha sonpa}qe ew Yor %ﬂy comptroller P

who oversees the b||||on In"pension funds for C|ty orkers

He says.he wants everyone with a retirement or Invegﬁment Bortfoho to. know what these
comB njes are up to: "We're Fomg to Increase the public visioility on this issue until these

companies change their practices

actuaII |dent|f| eC|f|cc m ane hat have jnvested in these ro les, includin

burton yConoco ?11 % enera ectrl(c th(H]e oInts_out tﬁat&w 0H<t‘r enmﬂ J

ow nearly. a bill on ars worth of stock in ree Fortune 500 companies, which
ave operations’in Iran an Syria.

hat was OIEhom sqn's.reaction when he found out ahout this? "Anger thﬁt there were cowpames

\tN(?lE %‘ ? I tr| utmg éO att aCkhStﬁﬂqOEBuqatl%\P d ﬁ$0?§yﬁ 8(? thin Itt\9V XOUFSG

revented e From iy n fact, U virtgall Al con erce
ro1gLPe Panons ut therg’sa lo et at Ff onoc |II|psa JﬁaWburton hab
exR 0|ted does not apply to an)P oreign or offshore subsidiary o long as it is run
non-Americans.

Th se three companies, as far as we were concerned, a eartohve violated Lje spirit of che
; ” eIeh%m g $fn tﬁec se ?Hallb uron, as (a f mge tﬁ pave a oH? F\%re
ubsidiary in the' Cayman Islands. That su 5|d|ary IS 00Ing business with Iran."

That subsidiary, Halliburton Prodycts and Services, Ltd., swh Wnedb the U. sed
?I ton anq IS reg tred ma%ﬁulc? In the capna(li #the man sIade—a%gPrg;
owneddJ the loc o lan Bank, Hallibuiton and o ther%om nies set up In this ar| ean

Island, because o tax and secrecy laws tFat sre corporate frierlaly.

&Oblﬁ)n IS the com epllaﬁ t Vice Pre§|dent DéckChene used to run.. He was CEO in 1995 to
ut

ring. whicn ti urfon. Progucts and Seryices set up sho mIran Toaay, It sells
abo rﬂlleonayear Wort 1£0|I fle(i services to the Iramaanov mment. y
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In the case of Iran, Thm son says they earn most of their revenues through theiy oil industr
fstﬁ 0 hP/o I revenu u% rrrruy

30 what 1S the oonnectron etween t

estruction?

"The [ranian Government is receiving dollars from it. And then turni nd an ortrr
terrorism aroun the worﬁd It bene r}%s terrorism. At least tnatsourqtqel ?“ says Ih psong

60 Minutes decr%edt kHaIIrburto ssubsrdrar about
) entertebur with a ca :1 owe went wit d]
Davr Walker, man rrTrerof the loca ardonran Bank W ere srdra V\)ll |IS< éere
neswa expecting to rind.a bustfing business, but &Jrsurprr alke
ur N h ucts and ervrces was eg Cstere attr
actu office here or anywhere else In the

ress, It Was in name onI Jﬂa
aymans. Andt ere are no employees on srte

rtﬁ work In Iran. But we weren't allowed
amera, and were In ro uced to

at while
er 1S no

\lt}le"vﬁere told th tif mai torlthe Halliburton subsidiary comes to this address, they re-route it to

urton hea quarters In Houston.

"If you understood what mast of these companies do, you would, they're n
é’ VYte reg husrnes ternatrona\fb SIness. % (t

sen %ypoarqaeers%)sme y.n mg(ht ushing paper around? | don't /inri me pe
And some people doth And 1t most? drr\/%rtp %E/) ﬁatever the(rssues are with t ﬂ %epa 0

t{dorn%/ t/ b[;rsrn 58

0, I'[.

Ice."

Does hat eai? the head office is caIIIrng tq)e Sehnor%%ntlo ttrsé djr%t would bea rt %tlt\]/teinluat\evs which

ays the subsigiary must be complete compan
Pempts t0 as he/ag]quarters In P—Ious on about this were rebuffed. a
In a letter to New mptroller Thom son Hglllrburto ys Its Ca maansIand subsidiar
atuaf run Q to 6§Mrnu &S wen ere an earne trhsha es orfice fg (ie phon
nes with a. rrsron its 1Uom ase n C0 éoany —WNICN ralses more

questronsa out its independence fr Flouston. Bl one

In its |etter to Thompson, Halljburton insists it is complying with all U
experts we consu?te believe they are Hanc?ng rsrght a?o)ng he edge ofﬁega

what the

"If the Intent was.to try and Erevent Unrted ﬁtates based companies fro ?rn business In

these_"roque" nations f gn it a
says Thompson, who file

ﬁs 0 eratrons in Ira? HaI burton attempte t]
the SEC and. asked Or permission not to putt

and rule on it?

i B

eno esofution. T
IS be?ore share Lh

ders." Did

Dy 1> ey
e eSEcﬁteh

again, our Inquiries went U answered
ws But he and legal

aw had Iinten ed
ustrfy
wernt to
ake It up

“Oh Iutely The%CruIeda ainst Hallib to ands id that t nad to be put in r;ront of the

share ers says Thompson, hopans to i ereso utron at the next sharehol

In April.

BFO uction US NESS rn ra:
ecause these companie are
undermines our entire country.

He's also takin rssue ith. GE and its electrical work in Iran, as well as. Conocq-Phillips' gas
a E j gh F % It rte?n fact

ere aye nations tnat wrnd’ up rncreaa !

thelr reso
joing husiness there, and we're attacke F

Cause 0

ers meeting

earned where their retirement money

Thompson says, he decided ko open the rnveéb\%tron in tt]e first place at the reriuest of New York

CPolrce nd firemen, who Were outraged Wnen they

wag

h e fact that hundyeds

?tOgL tgrlggrc]sgrr]vrhyst an almost any

http://www.c]aremont.org/projects/invest_security/60mins040125._html?FORMAT=print

&en

"The merH ers of the Frrfeﬁ) epartment nd the Police De artment, after September 11th
tha t erﬁ

died n rld Trade Center as'a result of a terrorist att
hody,psays flt(tjtompson "And they were the ones who kind

1/24/2006
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But why do moral Issues come into play when talking about pension funds?

“The way we've approached it isn't as on.a moral basis, It Is as investors," says Thompson. "And
what ISt ebes[tjqong term interests r}our pension Sfunds because we hof(?y Dln Phese

companles

What these companies are doing, he says, Isn't just a question of ethics -it's financially unsound,
and bad for umﬁess g 16 Jistag y

oger Robinson, who runs a resec- ch fir mWashm ton that monltors comﬁames (Yvorkmg in
estgtgs a?rees H tes € Case 0 n%aé] ergf( whose reput tl fl am apn
Fn it lﬁ ness with the Islamic Republic of Sy rl( he negative publicity fed to something

Wall Street calls "The Sudan Discount of Talisman Stock."

"In. other words, the share value or stock rlc de ressed 0, 25 percent by some
estimates,” says Lioblnson wﬁ]o bellevest a urt nand G%l Tdﬁ ace t 2hepsame ns%

Eobmson has identified nearl 400 comE)NQ\es that are In most pension gﬂrtfgllos tBat are doing
USINess, in terrorist-s gonsor g 3tates over 200 he savs, are actually doing business In
[ran; of that, more than 60 aré doing business in Libya.

E{e says the companles are ﬂénnﬁ“n% tens of b||||on? %f dollars worth of caBnaI technolo%? and
ur the

now-how to the stat as sectors of these two countries. Does he evey S
|msel?t at by reveaan IHIS In ormatPon he's taking steps to ﬁurt t‘we company and[]

pension fu

"I think that it could he looked at anothe[) ¥|We e certaml}% alertm%n Yest 15 10 ?enuhne

W I’I cate or mt € markets, ever |t|mate as envir WaS
ile Isfan on Valdez and Sl}/ [ﬁléﬂg E?gjs ation, $Sél % E]HS M. StOFS e

arl tto NOW. ber Ir retiremen do ars. The hav a Sense
r\abose 0 InVest on thelr ehaﬁn are therﬁgenulge rSks t er? " With Mt questio

no r|sk n
state treasurersa ross the countr¥ ,eDaw Peterson of Arizona, are usmg Robinson's
anase to Investigate t eir pension portrolios

"l want to find ou%what pro jects th e domﬁ and what is specifically the uollars they're
investing, w eret ey're g0| g, say Peterso

Taken together, state-ri n pension investments amount to something like $7-trillion dollars.
‘Connecticyt is working on it," adds Peterson. "I know Pepnsylvania, their legislajure passed
unammousPy tﬁat we r?eed to' screen, WI'[[] the approval oP Mr pension systeqm {or trPse rsks."
But some of the state treasurers are running into resistance from the pension funds. In
ﬁgltglrﬁgges case, the Arizona Setate ISetlreme%t System re?useo( to tell Hpm anything about Its

"| have asked the pe ENHSIO”S stem. Wed like to krapw what investm nts ’fou haY(e the s% épe of

our |nve ments, what comipanies. you.re involved with. We had a legisfat terson.
y i Tuf an inern fro ﬁ] k about Wwat In estmen Jlngs doa%ey have In

We ac olfice s
some ofutqh se companies. An theyJus {didit want to provide it to us."

And Peterson behteves that they really don't have grounds to refuse to give him, as state
tieasurer, that information.

"Thegl ve more just kind of tried to be evasive, and said that it's too hard to get this information,"

http://www.claremont.org/projects/invest_security/60mins040125.htmI?FGRMAT=print 1/24/2006
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Fhis went P?sf?wro months but to our surprise, when we ask(id Ari ona'ﬁ ensiqn fund

or a list Ings, they gave It to Us right away. And It confirme ,Evhat Peterson
SUS ecte(?: th%t Anzgnans %\%nttmgyown s?ock In Xompames like Halliburton, General

and Conoco-Phillips.

Page 4 of 4

anagers
ectric

"There's ahout 11 to r14 companies, that are on the S&P 500 that are involved in some substantial

projects with some of these Countries,” says Peterson.

Congress recently directed the Securities and Exchan
0 er%tmg n rog 6. n?uons. But In New%(oﬂ(, com troq
? Ing to'expand his Investigation to incluae Boelng an
errorist states.

"Those cgu tries depend on dollaf]s from us fo live, fo do business also," sayﬁ Thom 3
ave, and If we put Bress re on t les, and they can't 0o business there, a
ecome embarrasse

these countries to change théir practices.

other companies that

Does he think this issue's going away?
"This issue isn't going to go away any time soon, at all," says Thompson,

£ compa ;
In doin busmesscfr,guymg ol there, weﬁl maybe we can help to

mmission tomonitor companie
(feriﬁom s0N |ant wmhgg.&lg%g SsSI}P]e's

on, "If we
thers

Halliburton declined 60 Mnutes' request for an interyiew, but Inan e-mail, the compan
!ﬂ%ll ?1 TS le i dr(Yressmg the questio dp ab%ut the

cated It has po Intention o NS WE raise

aving lran —or a
Independence of its subsidiary.

The Qompﬁg}/edld su%gest that Cb%mvgtroller Thomdpson 1S plag/ﬁngngoilalitgﬁsé r\/\{gpr ﬁg\%ogerSg

Insisting t IS N0 COnnection between Its operations In Ir

research.

Hal usine

iburton, make no apologies for their

Copyright © 2004, The Claremont Institute.
ViS|t the C|arem0nt |nS'[IthB at claremont.org.
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As for General Electric ang Conoco-Phillips, they say they are breaking no laws, and like .
‘O PC | % t gs agaﬁm sw?th statesgthat sponsor terrorism.

gar

1/24/2006
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Alaska Permanent Fund Comoration
Analysis of HCR 27 - urging the APFC Board of Trustees to divest of
companies invested in North Korea and Iran

Estimated inkial costs of implementing a divestiture plan

Estimated f inual costs (including lost revenue) of implementing a divestiture plan

Breakdown of initial costs of implementing a divestiture pian

Equities portfolio restructuring

Convert commingled fund to separate account
Cap Guaraan Emerging Market Growth Fund (EMGF) would need to be converted to a separate account to allow tor customized policies
Since EMGF does not allow redemption ot stock in kind, this would require comﬁlete liquidation ot the portfolio and reinvestment into a
new por.tolio. Since this would need to be done as two separate transactions, the APFC would incur transaction costs twice. Since itis
expensve to transact in emerging market stocks, the cost could range from 0.75% -1 5% ol portfolio value. Estimated Iransaction costs

include ommisslons and market impact,

Replace separate account manager if manager's strategy is not amenable to customisation

Tut ran - manages $466 million large-cap value portfolio *all client portfolios managed in identical manner. If manager were replaced,
tr sa;tion costs range from 0.25% to 0.50% of portfolio value.

G AM - manages j>622 million large-cap growth portfolio - all client portfolios managed in identical manner.
Dives* nent costs for other separate accounts

Th APFC does not know how much exposure, if any, to Iran and North Korea is present in each portfolio. Cost estimates are based on assumed exposure (number

sir ks and transaction costs to replace stocks).

Active US Large-Cap Managers - active managers tend lo hold positions 1% - 2% in size. If the manager needs to divest 5 stocks, this
can result in5% -10% turnover in the portfolio. The aggregate value of APFC portfolios in this category Is $3,334 million (not including

Tukman and GEAM).

Active US Small-Cap Managers - active managers tend to hold positions t% - 2% in size. Such mana?ers are likely less exposed to
companies of concern  However, such managers are also allowed to Invest in ADRs and might have toreign company exposure. Also,
Iransaction costs for small-cap managers are higher, ranging from 0.75% ¢+ 1.5%. Thus, suppose such managers need to divest 2 stocks

or 2% - 4% of their portfolio. The APFC has $1,778 million in aggregate value

Active Non-US and Global Managers - active managers tend to hold positions 1% - 2% in size. Assume non-US managers need to
divest 10 stocks, resulting in 10% - 20% turnover. Assume these stocks are nol emerging market stocks. The aggregate value of APFC

portfolios in this category is $5,808 million.

$19 million to $37 million

up to $68 million

Estimated cost

$10-$20 million

$11 -$23million
$16-$3.1 million

|
%05 -1.6 million

$05-$1.1 million

$2.9-$5.8 million



Alaska Permanent Fund Corporation

Analysis of HCR 27 *urging the APFC Board of Trustees to divest of
companies invested in Norin Korea and Iran

Breakdown of Initial costs of Implementing a divestiture plan (cont.)

Active Emerging Market Managers - active managers tend to hold positions 1% - 2% insize, \ssume such managers need to divest 10 $1.5-$3.0 million
slocks, resulting in 10% - 20% turnover. Transaction cosls in emergmq markets are higher, 0.75% -1.5% of portfolio value turned over.

The APFC has two separate accounts with aggregate value of $400 million. The APFC also allows its developed market managers to

hold up to 10% of their portfolio in emerging markets. This is another $580 million in emerging market exposure.

Passive index funds - highly diversified portfolios with average position size 0.20% for the S&P 500. 0.25% for the S&P 400 and 0.10% S&P 500 $200,000
for the MSCI EAFE indexes. However, the APFC as-ets in these portfolios are large, $4,566 million for the S&P 500, $550 million for the
S&P 400, and $2,068 million for EAFE. If we assume a similar number of stocks need to be replaced, turnover wouid be 1.0% for the S&P 400 $40,000
S&P500,0.50% for the S&P 400 and 1.0% for EAFE. EAFE $100,000
Fixed income Fortfolio divestment costs are assumed as follows: Bonds equal 29% of $33 billion in assets, conservativelg that's $9 $335,000
billion. Thirty-five percent of bonds are issued by corporations and foreign governments. If 1% need o be divested, at a bid-offer spread

of half of 1%, that's a loss of $167,500. This money will then need to be reinvested, also at a cost of half of 1%.

Other Asset Classes - It is not clear what the impact would be on pnvate equity and absolute return. It may require that the APFC get out Unknown
ol certain private equity and absolute return funds. There could be exit fees to do so. Private equity funds may need to be sold on a
secondary basis. The APFC's REIT managers may also be impacted.

Manager search costs

ReEIace existing managers that cannot customize product - the APFC would have to conduct at least two manager search'-j (to replace Unknown
Tukman and GEAM). Each search has a consultant fee Plus, staff due diligence and travel can cost $5,000 - $10.CGu per staff person,

per search.
Legal costs . ) . )

Three existing contracts would have to be rewritten .0 incorporate the new mandates. APFC uses outside counsel hired by the $40,800

Department of Law to draft contract?. We estimate 2 days per contract at $200 per hour. All remaining contracts would need to be
amended, including private equity, absolute return and REIT managers. We estimate this would take a half-day par amendment.



Alaska Permarient Fund Corporation
Analysis of HCR 27 - urging the API-C Board of Trustees to divest of
companies invested in North Korea and Iran

Breakdown of aiinual costs of Implementing a divestiture plan

Information costs Estimated cost
Cost ot Information to determine whether companies have exposure to Iran and N. Korea. The accuracy ot such lists cannot be verified in terms ot whether companies are screened for
whether their activities are humanitarian, authorized by the U.S. Agency for International Development or other U.S. Agency, or whether activities meet a materiality thresholc Managers
could back-charge the APFC for the Information

Institutional Shareholder Services (ISS)
ISS will charge a base fee for setting up a list sgecific to APFC's restrictions for $12,000. This is required, but would be a one time cost. $207,000
ISS will negotiate a rate depending on the number of managers purchasing the list. Based on the information provided we estimate a per

manager cost of about $5000 per year for 39 managers.

Conflict Securities Advisory Group
C-SAG charges $15,000 per manager to access their existing list of companies with ties to terror sponsoring states. $58$,0(D

Management Fee Increases

The fees for the Cap Guardian EMGF commingled fund (commingli d with other large institutional clients under a single mandate) are $4.0 -$5.4 million
netted from performance, T is, the fees for this fund are not part of the APFC's annual budget. If the APFC had to make this a

separate account, tees for this mandate would have to be added to the budget Emerging market manager fees range from 60 bps - 80

bps. Thus, fees for this $672 million portfolio would be $4.0 mil - $5.4 million.

Existing managers that need to customize their strategy or replacement managers may charge higher annual fees:

Passive equity index manager assume manager Increases fee by 1 basis point. Since the APFC has $7,184 million in passive index $720,000
assets, this would increase manager fees by $0.72 million per year.

Active US equity managers (large and small-cap) - assume managers increase fee by 5 bps  Since the APFC has $6,200 million in US 53 million
equity assets, this would increase fees by $3.1 million per year.
Active Non-US equity managers (global, developed and emerging) - assume managers increase tee by 10 bps. (Such firms may have $5.0 million

more exposure in their portfolios and may experience a greater impact on how they manage their portfolios. Tney may need to find
replacement stocks that they otherwise wouldn't have to worry about.) Since the APFC lias about $6,900 million in global and non-US

equity assets. This would increase costs by $6.9 million per year.

If Fixed income mgr fees rise by 5%, then that's an increase of $400,000. $400,000

Other managers - private equity, absolute retum. REIT managers may also have fee adjustments to compensafe for additional work need Unknown
to screen investments and identify alternative investments



Alaska Permanent Fund Corporation

Analysis of HCR 27 - urging the APFC Board of Trustees to divest of
companies invested in North Korea and Iran

Breakdown of annual costs of implementing a divestiture plan (cont.)

Impact on Returns and Risk
Approaches by stock manager:

Scenario A - manager replaces divested stock with less attractive stock. Managers strive to outperform their benchmark by 200 bp over
time. They do so by building p. diversified portfolio of stocks that meet their investment criteria. If a manager needs to divest a stock, itis
likely that the manager must replace the stjck with a less attractive stock Suppose, the best replacement stock, keepin? industry
exposure the same, has an expected relative return (or iJpha) that is 100 bp less than the original stock. Thus, for a portfolio that
replaced 10% to 20% of the divested stock, the cost could be 0.10% - 0.20% In relative returns. (Relative returns would be worse by 10 -
20 bps.) The APFC has $13 billion in active equities. This would cost $13 million - $26 million In Fund value that would otherwise

te generated per year,

Scenario B - manager replaces stock with index ETF. Same situation as above except that the replacement stock generates no alpha.
Thus, tor 10% - 20% of portfolio, Instead of generatingf 200 bp of alpha, the manager ?enerates zero alpha. This reduces the manager's
effective alpha to 160 -180 bps. In dollars, for $13 billion in acllve equities, this would cost $26 million to $52 million In Fund value
that would otherwise be generated per year.

Scenario C - manager does not replace stock, resulting in more concentrated portfolio. While difficult to quantify, this wouldIncrease the
risk level of the manager's portfolio (e.g., make it more volatile).

Approaches by Fixed Income managers:
Fixed income managers tend to hold less diversified positions than equity managers - each name ina portfolio Is likely to be closer to
2%. Manager loses a meaningful pari of it's capacity to diversify those parts of their portfolios.

Approaches by Private Equity and Absolute Return Managers:

The APFC may be Ineligible to invest in certain Frivate equity and absolute retum mana?(er funds.  The impacton returns wouldbe hard
to quantify but it could result in the APFC portfolio having lower returns a.id/or higher risk.

General Consultant Costs

The general consultant may increase its fee to reflect its higher costs associated with monitoring the impact of divestiture. For example,
for each manager running a customized strategy, that r_nanager‘s performance wxild nmed to be compared to the non-customized
strategy. The consultant would have to prepare analysis and report to the APFC hoard on a periodic basis.

Operational Considerations that could affect the APFC Finance, IT, Training and Travel budgets

Higher compliance costs - need to monitor manager holdings
May need to add staff with expertise

May need to develop or buy special software

Staff may need to undergo special training

Potential loss InFund .
value 8}$13 Gmﬂllon

Potential loss in Fund
value of $28to $2
million

Unknown potential loss
in Fund value

Unknown potential loss
in Fund value

Unknown potential loss
in Fund value

Unknown

To be determined



Representative Jay Ramras Wﬂ"e in Session

Co-Chair, House Resources A laska State Legislature State Capitol, Ré)é)é’fi ﬂ%
Co-Chair, Economic Develop. N Juneau, Alaska9 - 2

Tourism & Trade (907)465- 3004
House State Affairs Fax: 465-2070
119 N. Cushman St. Suite 207 Toll Free: (877) 465-3004

Fairbanks, Alaska 99701
Phone: (907) 452-1088
House pistrict 10

Fax: (907) 452-1146
House of Representatives

MEMO

To: House State Affairs Committee Members
Fm: Emily Stancliff

Cc:

Date: February 28, 2006, 3:06 PM

Re: HCR 27 Supporting Information

I have enclosed the following information, which was requested by committee members during
the presentation of HCR 27 on Thursday, February 23rd:

Overview packet for the Conflict Securities Advisory Group

Written testimony from Adam Penner, Chief Operating Officer for CSAG

Overview packet for the (.'enter for Security Policy

Mission statement / history for the Office of Foreign Assets Control

Written testimony provided by Mead Treadwell, Senior Fellow, Institute of the North

vV V V< Vv

Also included, is a proposed CS for HCR 27, which adds language to divest holdings in countries
listed in Tier 3 of the most recent Trafficking in Persons Report.

The information contained in this. memo is CONFIDENTIAL and/or nwleged This memo is intended tq
be reviewed initially by only the individual named above.  If the reader of this Dage Is not the intended
recipient or a regresentanve of the intenged. recipient, you are hereby notified that any review,
d|ssem|nat|on or 0 mg of this memo or the information Contained herein is roh|b|ted I you have
receweﬂ this r épslease Immediately notify the sender by telephone and return this memo to

the sender at t ea ove a(?d

Thank you

Representative_Jay_Ramras@ legis.state.ak.us
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CS FOR HOUSE CONCURRENT RESOLUTION NO. 27( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - SECOND SESSION

et

Sponsor(s): REPRESENTATIVES RAMRAS, Holm

A RESOLUTION
Urging the Alaska Retirement Management Board and the Alaska Permanent Fund
Corporation to divest all holdings in companies with business activities or holding
investments in Iran and North Korea or countries listed in Tier 3 of the most recent

Trafficking in Persons Report published by the United States Department of State.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS trafficking in persons is considered to be modern-day slavery, which

undermines the safety and sec .rity of all nations; and

WHEREAS terrorist states such as Iran and North Korea are a threat to the security of
the United States and the State of Alaska; and

WHEREAS this nation’s largest and most prominent puL.c pension systems tend to
be heavily invested in global publicly traded companies that have business activities in
terrorist-sponsoring states, including Iran a.id North Korea; and

WHEREAS the Center for Security Policy has identified that the Alaska Retirement

Management Board currently invests a sizeable percentage of its holdings in numerous

companies with ties to Iran and North Korea; and

-1- CSHCR 27( ) |
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WHEREAS the Alaska Permanent Fund Corporation invests and manages the assets
of the Alaska permanent fund and allocates a sizeable percentage of its investments in non-
United States stocks, including those identified by the Center for Security Policy as having
ties to Iran and North Korea; and

WHEREAS the Legislature of the State of Alaska finds it unconscionable for the
State of Alaska to invest in companies that provide revenue, advanced equipment, and
technology to nations that threaten our vital security interests;

BE IT RESOLVED by the Alaska State Legislature that the Alaska Retirement
Management Board and the Alaska Permanent Fund Corporation are strongly urged to divest
any holdings in any company doing business or holding investments in Iran and North Korea,
which are countries identified by the Office of Foreign Assets Control, United States
Department of the Treasury, as sponsoring terrorist activities, or in any company that faiis to
certify under oath that it does not own or control any property, assets, or facilities located in,
provide goods or services to, obtain goods or services from, have distribution agreements
with, issue credits or loans to, purchase bonds or commercial paper issued by or invested in
Iran and North Korea or countries listed in Tier 3 of the most recent Trafficking in Persons
Report published by the United States Department of State or other list of countries prepared

by the United States Secretary of State under 22 U.S.C. 7107(b)(1)(C).
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ABOUT CSAG

c  onflict Securities Advisqgf Group, Inc. (csac) isa WashinPton DC-
based information provider and consulting firm that specializes in

Identifying and assessing IgIoI'a‘ security-related risk factors ‘Qrima_rily for
institutional and individual” Investors. CSAG specializes in de meatm? and :
0 assis

(wantlfylng the most prominent of these new material market risk*
the decision-making of asset managers, plan sponsors, individual shareholders
and corporate governance executives. The company also offers information
tools and advisory services for a range of clients within the financial services
industry, government, the corporate sector and the foundation and public

policy Communities.

CSAG was founded in October 2001 to provide assessment tools and services
that help the investment community and others understand the asymmetric
risk factors associated with international terrorism, weapons of mass
destruction and similar security-related considerations. 'Drawing on the
professional experience of CSAG's senior staff, the company is uniguely
equipped to analyze the relationship hetween Plo_bal securify issues and
prospects for corporate share values and reputations.

In 2002, CSAG, together with the Investor Responsibility Research Center
(IRRC), created the world's first global security risk assessment tool — the
"Global Security Risk Monitor” (Monitor). CSAG has since taken over this
product in its entirety. The monitor currentlkl identifies and profiles some 400
publicly-traded firms that may be exposed to today's most prominent global
security risks. This rich, on-line research tool is a necessary first step for
serious investors seeklnq to evaluate risks to share value and corporate
reputation associated with a company’s operations in higher risk terrorist-

sponsoring states.

The Impartlal Global Security Risk Monitor O_ffers d rObUSt, |ayered risk _
assessment mechanism concerning certain international operations of publicly-
traded companies. Of [prlma_ry importance to investors are corporate
operations in, or with, terrorist-sponsoring states and documented links to the
proliferation of weapons of mass destruction and hallistic missile delivery
systems. CSAG also provides sophisticated analyses and recommendations
concerning how investors can interpret and react to such information in a
manner that is nondisruptive to their portfolio objectives and fiduciary
responsibilities. In this connection, CSAG offers a variety of customized
Global Security Risk Advisory Services that are dQSlg_nE'd to equip fund
managers and ofhers with the insights and in-depth-information required to

manage this rapidly emerging risk category.

o/m/ooo/:

http://www.conflictsecurities.com/about/index.cfm
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RWR Inc., where he served as Vice President. M. Pener earned his MAin
International Economic Policy from the Elliott School of the George
Washington University and » e rrom Haverford College.

Mr, Andrew K,.Davenport *

Vice President

ince 2001, Andrew Davenport has been steeped in the field of global
0 _secun&x risk including a two-(? ar association with the William J. Casey
Institute. M. Davenport 15 a foun mE employee of CSAG, where his dutie$
Include corporate management, marketing and product development and
maintenance. He earned an MA in Security Policy Studies from the Elliott
School of International Affairs at George Washington University in May 2002
and a BS in Business Economics and Public Policy from Indiana University.

HCME | ABOUT US | PRODUCTS & SERVICES | GLOBAL SECURITY RISK | MEDIA | GLOBAL SECURITY RISK MONITOR
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ACCESS GLOBAL SECURITY RISK
MONITOR =

ACCESS SUDAN CORPORATE
MONITOR =

GLOBAL SECURITY RISK MONITOR =

SUDAN CORPORATE MONITOR =

FREE TRIAL SUBSCRIPTION =
ADVISORY SERVICES m

PLAN SPONSORS SERVICES m

ASSET MANAGERS SERVICE PACKAGE M

CORPORATE SERVICE PACKAGE m

FOUNDATION SERVICES m

GOVERNMENT AGENCY SERVICES =
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PRODUCTS VEDIA

HOME ABOUTUS &services SE&HRNV COVERAGE

ADVISORY SERVICES
Plan Sponsors Service Package

* Individual portfolio analysis, including tiered risk assessments

* |n-depth analyses of specific portfolio com|oan|es o

* Qverview of developments in the field of global security risk at
the national, state and local levels _ _

o Preparation of "watch lists" of higher risk portfolio companies

* Access to senic; CSAG executives _

. Bnefm?s for senior staff and boards of directors o

« Evaluation of asset manager performance on globalsecurity risk

Asset Managers Service Package

* Individual portfolio analyses, including compliance considerations

* In-depth analyses of spécific portfolio companies _

* Guidance concerning communications with portfolio companies
Pre-investment selection seiv ces o

* Assistance in responding to olan sponsor or state legislative
inquiries

. quess to senior CSAG executives o

* Training-oriented work shops on global security risk assessment

Corporate Service Package

* Analyses of downsice corporate risks o

0 Preparation of corporate governance and communication
strateP|es _ _

e Industry peer risk evaluations

e Access 1o senior CSAG executives

e Conduct a work shop on global security risk

* Briefings for senior management and boards of directors

Foundation Service Package

e Security-minded review of the foundation's portfolio _

« Preparation of "watch lists" on higher risk portfolio companies

« Formulation of options for investment Po_llcy adjustmen

* Assistance in communication with portfoli* comipanies on global
security risk _

* Access to senior CSAG executives _ _

* Preparation of a report on developments in the field of global

om/orvia
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security risk
* Briefings for senior staff and boards of trustees

Gi ernment Agencies Service Package

* Preparation of a report on developments in the Held of global

security risk
« Analyses of government and regulatory responses to global

security risk~ _
* Industry-specific risk evaluations
e Access to CSAG executives N
* Briefii.js for mid- and high-level officials
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Global Security Risk Monitor
Product Overview

This Overview is designed to help subscribers optimize their use of the ciobal security Risk Monitor
(Monitor). The introduction discusses the risx-related issues addressed in the monitor and the

professional research capabilities of Conflict Securities Advisory Group, Inc. (CSAG). The Rresearch
Methodology OUtlines the product deliverables, reviews CSAG's research and verification process and

summarizes the specific elements of individual company profiles.

Introduction

The Global security Risk Monitor 1S @ USer-friendly online service that identifies and profiles some 450
U.S. and foreign publicly traded companies with business ties to U.S. State Department-designated
terrorist-sponsoring states or that have been publicly associated with the proliferation of weapons of
mass destruction and ballistic missiles. The monitor in designed to assist investors in identifying and
evaluating "global security risk" associated with such business activities. Global security risk is
defined as the risk to share value and corporate reputation stemming from a company's business
activities in or with U.S. State Department-designated terrorist sponsoring states or links to | ie
proliferation of weapons of mass destruction and ballistic miss'les.

In May 2J01, the U.S. Securities and Exchange Commission (SEC) determined, “The fact that a
foreign company is doing material business with a country, government, or entity on [the U.S.
Treasury Department's Office of Foreign Assets Control] sanctions list is, in the SEC staffs view,
substantially likely to be significant to a reasonable investor’s decision about whether to invest in that
company." Since that determination, investors nave primarily focused nn those companies with
business activities In or with terrorist-sponsoring states. Conflict Securities Advisory Group, Inc. was
furmed to provide independent, expert research In this new field of risk.

Pursuant to Congressional legislation, the SEC has since opened an Office of Global Security Risk to
ensure that companies ender its jurisdiction properly disclose material Information related to thdi
activities in terrorist-sponsoring states. It should te made clear that, as part of its mandate, the
Office of Global Security Risk will not provide a list of companies operating in Sudan or other terrorist-
sponsoring stares. SEC Deputy Director of Corporation Finance Shelley Parratt spoke to this matter in
a etter "wifhe Pennsylvania State Employees Retirement System in July 2004, stating "It would be
inapp; jpriate for [the SEC] to publish a list of companies whose securities might be deemed to involve
terrorist-related investment risk without publishing corresponding lists for every other possible type of

investment risk."

The methodological differences between the SEC's process and an independent research provider such
as CSAG helps explain why investors cannot reasonably expect the Office of Global Security Risk to
provide the type of data included mthe monitor. Unlike the SEC, CSAG identifies publicly traded



companies that have any type of business tie to terrorist-sponsoring states - no matter how large or
small - thereby allowing the Investor to oifferentiata among such companies and assess the risk.
CSAG takes this approach, L:i part, based on the fact that Investors concerned about the social
relevance of holding companies with such business ties employ a different materiality threshold than

the SEC.

SEC jurisdiction is relevant tc this matter as well. The monitor identifier some 450 publicly traded
companies that have business ties to ten nnct-sponsoring states. Of those, the SEC only has
jurisdiction over some 175 according to the SEC's List of Foreign Companies Reporting and Registering
with the SEC. Were the SEC to determine that all of these companies had materiar ties to terrorist-
sponsoring states, Investors would still rave to await disclosure by the companies and sift through
Corporate flllngS (0 develop dr. ifg(_,m0|ete list o less than half of those companies covered by the

Monitc =

Risk

Investors and corporations understand that company financials and share value can be affected by
public perception of corporate activity and shareholder activism. For instance, in 1998, Nike Corp.
suffered losses for the first time In more than a decade Inthe wake of allegations thata e firm
employed sweatshop labor in Asia. Industry experts also cite Talisman Energy of Canada as an
example; the company experienced a "Sudan discount" to its share price for some three years due to
divestment pressures arising from its operations in Sj"-an. Today, investors are increasingly under
pressure to initiate corporate governance measures or divest ali together for humanitarian reasons
from companies operating in Sudan and, nsome cases, any terrorist-sponsoring country.

While some investois choose to view companies profiled in the monitor througn a "socially-
responsible” lens, others recognize that corporate ties to these countries introduce financial risks Lj
well. For example, sanctions or o”*her policies directed against a government regarded as a state
sponsor of terrorism cr violator of human rights can affect a firm s operations ard performance,
particularly ifthe firm in question has made significant investments in that country Other risk factors
include negative publicity, luwsuits and the possible diversion by the terrorist-sponsoring government
of sensitive equipment and technology tc non-civilian projects.

Professional Expertise

It is CSAG's view that when taking steps that can affect the fund performance, decision-makers
benefit from data compiled —and analysis provided — by a professional research staff that specializes
in global security risk. This Is especfallv true given the dynamic nature of the information (i.e.,
companies are routinely developing or concluding business ties to terrorist-sponsoring states).

The Global security Risk Monitor 15 designed to provide impartial, documented research that can be

used by the investor In any way deemed appropriate (i.¢., to assess risk, serve as a screen, inform
corporate governance initiatives, etc.) The monitor Orovides extensive documentation and malysis

2



that allows the invests to differentiate art ong companies based on the scope of their activities In
these countries or the .ype of each firm's business tie. Iri the case of each company profiled, serious
care IS given to ensu ing that the oata Is accurate, unbiased and Includes as much relevant
information as av, If % The methodology underpinning the monitor research process and Its updates
is explained Intiec er detail below.

Research Mmethodology

CSAG?s approver to collecting and presenting Information In the Giobar security Risk Monitor 1S based
on two assumptions: first, that subscribe's will benefit from a distilled, summarized presentation of
relevant Information with citations of specific -cf-rence materials; and second, that consistency In the
procedures fo< compiling, validating and oresenting Information on each company is essential fcr
providing usatle data. The basic elements of the monitor are as follows:

- Company Lists aN0 Company Profiles are updated quarterly, with real-time additions or
modifications as new data becomes available. There are two different types of company
profiles n luded in the monitor. The country Link profiles provide information about company
operations in terrorist-sponsoring states; the proliteration Link profiles summarize publicly
available Ir/ormatlon that links companies to proliferation issues.

- Country Overviews, Updated annually, provide detailed, security-related backgrouna
informat on on each of the six countries covered in the product—Iran, Libya, North Korea,
Sudan, Syria and Saddam Hussein's Irag.

- Sectoral Analyses, Updated annually, review five broad economic sectors from a security
perspective. Those companies profiled whose activities fall into one of the sectors covered may
have more pro. ounced risk associated with their links to the countries noted above. The
sectors covered are energy, finance, manufacturing, metals/mining, and telecommunications.

- Proliferation and Terrorism Overviews, Updated annually, provide background Information
on these security Ssues.

- Search Functions, that allow tne user to sort companies by type of business tie, keyword,
country of domicile and company name.

- Glossary 0f key terms.

Company Lists and Company Profiles

CSAG consults numerous subscription databases and business intelligence sources to establish its
database of companies operating in the countries tracked in the monitor. CSAG also obtains
information on business links to terrorist-sponsoring states through corporate filings, international
newspapers, trade publications, magazines and directories. Whenever possible, CSAG relies on
materials produced by companies themselves, including annual repoits, filings with the Securities and
Exchange Commission and corporate websites.



CSAG compiles information from these sources and then sends questionnaires to e of the parent
companies profiled in the monitor. Each questionnaire includes a draft profile of the company's ties to
countries tracked Inthe monitor and requests that the company verify or correct Its profile. CSAG
continues to employ an active corporate communications process to ensure the accuracy of the data.

CSAG developed the list of companies with reported links to proliferation-related concems by
consulting various databases and US. government lists of companies that have been cited for
activities related to proliferation concerns. Only companies for which CSAG could find credible, public

reports of such links are included in the protiferation Link profiles.

The monitor IS likewise subject to a multl-tlered update and verification process. CSAG employs a
team of researchers tasked with updating the content of those companies profiled In the product and
are continuously seeking to Identify U.S. and foreign publicly traded companies that establish a
business tie to the countries tracked. When new entrants are identified, they undergo a thorough
examination and research process, culminating with the corporate communication process described
above. As part of the research process, CSAG has reviewed over 13,000 publicly traded companies

worldwide.

References regarding the accuracy and utility of CSAG's products and services are available upon
request.

Country Link

country Link Profiles assess companies that have business ties to terrorist-sponsoring states. - Profiles
are divided into several sections:

e The (_Zc_)mpan?]/ Description Provides corporate contact information, website and stock
identifiers (when available), as well as an overview of the firm.

e The Tie. Matrix igentifies the type of husiness tie each company has to each terrorist-
sponsé?mgastré)t(e n whmﬁ It IS Xgnve. 1u|e c?asm ications mcMe):/

L Equity Tie: Company or subsidiary has employees or facilities physically located In
the country,

2. Non-Equity Tie: Company or subsidiary sells products or trvices to the country,
purchases goods or raw materials from the country, or hat distribution agreements
with another party for the company's products in the country

3. other Tie: Company ties that do not appear to meet the definition of either *n equity
or non-equity tie. One example would be a company that sponsored a hooth at a
trade show in the country.

e The Overview of Operations (etails the company's operations or sales in countries tracked
by the monitor. This section may include information about company subsidiaries or affiliates,



contracts, licensing, distribution or franchising agreements, and employees in terrorist-
sponsoring states. Unless otherwise noted, company operations are assumed to be legal.

* The Revenue and Financials Section provides data on the financial implications for the
company and, when available, for the governments related to its operations in countries
tracked by the monitor.

- The Points of Interest Section provides any Information of note that defies other
categorization. Information in this section may include references to sanctions against the
company related to Its operations In terrorist-sponsoring states, or corporate progran or
publicity that merit note.

e The CSAG Security Analysis provides a brief global security risk assessment of each
company’s operations In the countries tracked In the product. Risk assessments are based on
the scope and type of the company's involvement In — or links to — each country. The
company’s operations may be designated as having risk, risk compounded by the company's
presence in more than one country or security-sensitive sector, no apparent risk or insufficient
Information to determine the company's exposure to global security risk.

 The company Response Section provides company data in response to CSAG’ questionnaire
and any comments ft may provide.

Proliferation Link

The monitor Identifies publicly traded firms that have been credibly linked to issues related to
proliferation. Profiles provide a brief summary of the article and documentation. They also provide
citations, when available, for additional articles linking the firm to proliferation-related concerns.
Information tracked In this section includes news items related to fines for selling dual-use capable
products without validated export licenses, U.S. federal investigations of possible illegal sales and the
Inclusion of the company on the U.S. Bureau of Export Administration's list of “foreign end users

involved in proliferation activities."

Country Overviews

The Country Overviews provide users an In-depth description of the political and security dimensions
of each terrorist-sponsoring state. Included in each description are: 1) a brief history of the country's
political situation over the past 30 years; 2) a summary of why the country has been identified by the
U.S. State Department as a state-sponsor of terrorism; 3) an overview of U.S. government-
documented concerns related to the country's development and proliferation of weapons of mass
destruction and ballistic missiles; and 4) a brief description of U.S. foreign policy with regard to the
country. The Country Overviews are designed to heip subscribers understand more fully these
country-specific dynamics in their use of the research provided in the ciobal security Risk Monitor.



Sectoral Analyses

C.SAG assesses the security-related concerns specific to the energy, finance, manufacturing,
metals/mlning and telecommunications sectors of each terrorist-sponsoring state. Analyses regarding
prospective large-scale revenue flows to these governments that may be used Ina dlscretlonary
manner as well as examples of projects, facilities and items that may Introduce "dual use” concerns
(i.e., items that have hoth civilian and military applications) are Included in this section.

Companies whose activities in these countries are associated with these sectors may have more
pronounced risk. To assist subscribers in understanding more completely the comoany profiles and
the CSAG risk assessment, the Sectoral Analyses provide details regarding the role of these sec trs In
the countries tracked by the monitor and the potential security-related implications of sectoral
activities. Please note Chat not all corporate activity in these countries is classifiable under the sectors

covered in the monitor.
Terrorism and Proliferation Overviews

CSAG provides a brief summary of concerns related to terrorism and the proliferation of weapons of
mass destruction and ballistic missile delivery systems. The monitor provides a definition of these two
iSsues, reviews international and U.S. institutions and agreements that seek to address terrorism and
proliferation Information, including U.S. and international sanctions regimes and examples of

corporate activity as it relates to these issues.

Client Feedback

CSAG is interested in your comments and suggestions. The monitor Is the first database and research
tcol of its kind, and we hope to increase its long-term utility with your input.

Staff

Research for the clobal security Risk Monitor IS managed exclusively by CSAG. CSAG staff overseeing
the product are Adam Pener and Andrew Davenport. Either can be reached at 202-223-8034.

Disclaimer

disclaimer: All company activities reported in the Monitor are assumed to be legal, unless otherwise
noted. The Monitor does not make any value judgments concerning the presence and operations of

those companies orpresume any wrongdoing on the /art of the companies profiled.



All company specific Information was culled from publicly available sources or from the company itself.
All companies profiled In the Monitor have been pmvlded their profile and an opportunity to comment

prior to publication. Company statements or responses, when provided, have been Included in the

product.

The Monitor was prepared for educational purposes, not to advocate any public policy position or to

suggest any specific action or Investment policy on the part of shareholders.

The Monitor is exclusively offered by Conflict Securities Advisory Group, Inc., a Washington-based risk
management firm that provides specialized research and assessment services In the field of global
security risk. While CSAG exercised due care in compiling information In this product, from time to
time errors may occur. CSAG makes no warranty, express or implied, as to the accuracy,
completeness or usefulness of this information, nor does if assume any liability with respect to the
consequences of tne use of this information. Changing circumstances may cause the information to be

obsolete.



Page 1of2

Conflict Securities Advisory Group -About Us

Conflict

Securities
Advisory Group

m S

IS

ABOUT US m
OVERVIEW =
EXECUTIVES =
Hon. Roger W. Robinson, Jr.
Mr. Adam Pener
Mr. Andrew K. Davenport

RELATED mm

GLOBAL SECURITY RISK
MONITOR =

CONTACT INFORMATION
Tel: (202) 23-80%4
Fax: 835-9066

Email: (»
info@ conflictsecurities.com £

http://ww.conflictsecurities.com/about/executives.cfm

PRODUCTS LR VEDIA
et COVERAGE

ARMITHR " SERVICES by

MMVE

CSAG Executives
Hon, Roger W. Robinson, Jr. &

President and Chief Executive Officer

R 0ger Robinson brings to CSAG twenty-five years of experience in
_identifying and aralyzing international security risks. He was formerly
Senior Diréctor of International Economic Affairs at the National Security
Council and Executive Secretary of the Cabinet-levei Senior Inter- _
Governme.ital Group for International Economic Policy (ISIG—IEP). Prior to his
%overnment service, M. Robinson was a Vice President In the International
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some of the world's leading energy, defense, aerospace, telecommunications

and financial firms.

From 1996-2002, M. Robinson served as Chairman of the WilliamJ, C~ /
Institute of the Center for S_ecur|_t>( Policy, the nation's foremost Pubhc loohcy
organization in the bur%eonmg fiéld of the security dimensions of the global
capital markets. Over the course of his association with the Institute, it
produced hundreds of publications in the field of global security risk. It also
SUCCGSSfU”y aCCOmp||Shed ItS capital Markets Transparency Initiative, which
sought to expand federal disclosure requirements for foreign companies
seeking to raise funds in the U.S. capital markets.

M. Robinson presently serves as Chairman of the Congresslonally-mandated
U.S.-China Security Review Commission. He has frequently testified before
Senate and House Committees and has made numerous media appearances,
mcludm%_all of the major broadcast networks, CNN and Fox. M. Robinson
earned his MAn International Affairs from the Elliott School of the George
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Written Testimony of Adam M. Pener, Chief Operating Officer
Conflict Securities Advisory Group, Inc.
Submitted to the Alaska House State Affairs Committee
February 27, 2006

Introduction

Thank you Mr. Chairman and Members of the Committee for this opportunity to submit written
testimony regarding Alaska House Con urrent Resolution 27. By way of background, | am Chief
Operating Officer of Conflict Securities Advisory Group, Inc. (CSAG). a Washington, DC-based
independent research provider that specializes in identifying and assessing U.S. and foreign publicly
traded companies that have business activities in or with Iran, North Korea, Sudan, Syria and Libya.

To my knowledge, CSAG’s Global Security Risk Monitor (Monitor) online database of public
companies with such business ties is the only one of its kind. Our clients include the U.S. Securities
and Exchange Commission (SEC), the Department of Defense and the Department of State as well
as dozens of asset management firms, mutual fund providers and universities. CSAG also provides
products and services to prominent public pension systems including the New York City Employees
Retirement Systems, the Missouri State Employees Retirement System and the Office of Arizona

State Treasurer David Petersen.

Over the past year, investors and state legislatures have increasingly sought to restrict investment in
companies with business ties to Sudan and/or other terrorist-sponsoring states. As a for-profit,
impartial research firm, CSAG neither supports nor opposes HCR 27. Likewise, >ur firm, as a
matter of corporate policy, does not take a position or how our data should be used by clients.

Rather, CSAG seeks to provide impartial infomiation that allows investors and their asset managers
to conduct expanded due diligence in the area of global security risk.1 Recently, CSAG’s research
has also been employed by asset management firms to comply with new investment restrictions and
by some firms that are offering “Tenor-free” or "Sudan-free” products (i.e., mutual funds, indices
or similar investment options that screen-out companies with business tics to Sudan or other

terrorist-sponsoring states).

I have submitted to the Committee a detailed Product Overview that provides additional background
on our firm and describes our research methodology and verification processes. More infomiation
on CSAG as well as a “Free Trial” of our database can be found ai www.conflictsecurities.com.

Testimony Content

CSAG believes that its extensive experience in helping pension systems and asset management
firms comply with legislative requirements, investment mandates and corporate governance

1CSAGWas?st Ilshe n adetermina éwestlon %the SEC in Ma Z(I)lthat corporate ties. t(f U.S.-sancti

countries, Inc HEII %a terronst-g r|n States nvestars. This
newrls C EO%%/SS erme %‘al SECUT Ol’t risk t0 a company’s share ue@é (00 Fte [en utatl?n

|n fTOM) its bUSINess activities | h r| ~Sponsari r| ents Use the data
&pur 0lio companies A xpose toglc%%l secungty f1S tgﬁé Sue nsks
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initiatives will assist the Committee in its deliberations with respect to HCR 27. At the request of
the Committee, 1 am pleased to offer testimony that will:

1. Address the issje of whether data is available that would allow the Alaska Permanent Fund
(APF) and Alaska State Pension Investmen* Board (ASPIB) to comply with HCR 27;

2. Provide a cost estimate for implementation; and

3. Address the issue of “divestment costs” associated wuh liquidating the stock of companies
with ties to Iran or Worth Korea.

Before continuing, I should note that CSAG’s experiences in this field have produced results that
differ from those foreshadowed by Ms. Achee during her testimony of February 23. | hope that Ms.
Achce, the Committee and the Alaska Permanent Fund will accept my apology if any of these
differences were a result of my inability to articulate properly the capabilities of our firm and
CSAG’s pricing models during my call with her of Wednesday, February 21.

1.1st of Companies

In the event that APF and ASPIB are required to screen ou companies with business activities in
Iran or North Korea, the question has been raised as to how the Funds could identify the relevant

companies.

I respectfully disagree with APF’s suggestion that the Federal Government via the SEC - rather
than private research firms -- should be looked to as a source to identify and publish a list of
companies that have business ties to terrorist-sponsoring states. Both the SEC and die Treasury
Department - in public statements and in letters to public pension systems -- have made clear that
the government cannot, and will not, provide a list of companies that do business in terrorist-
sponsoring states. There arc several reasons why the government has been firm on this matter.

Legality o fOperations

1he USG can (and does) provide investors with a "do not buy" list of companies that have engaged

in illegal terrorism-related or sanctions-violating activity. The vast majority of companies with ties
to Iran, North Korea and other terrcrist-sponsoring spates, however, maintain such operations legally
(i.e., these companies are not ill violation of U.S. sanctions and ~re not directly supporting

terrorism). The USG has made clear that it will not provide a list of companies that legally do

business in terrorist-sponsoring states.

This is likely why U.S. Treasury Spokesman Taylor Griffon, in response to pension system requests
for a government-identified list of these companies, stated in an Associated Press article dated July
8, 2003: “[Divesting from companies with ties to terrorist-sponsoring states is] not a question of
regulation, but of policy, and we would leave that for the states to decide.” (See Attachment 1)

Global Security Risk

While pension systems can legally invest in fhese companies, such investments can still introduce
risk to the investor. In that connection, it is the job ofthe federal government to ensure that
companies disclose via public filings all activities that could negatively affect shaiv. value.



It is not the responsibility of the federal government, however, to provide a list of companies thet
could be risky investments. SEC Deputy Director Shelley Parratt said as much in a letter to Nick
Maiale, Chairman of the Pennsylvania State Employee’s Retirement Systen 'PSERS) dated July

28, 2004 (see Attachment 2):

"It would be inappropriate for [the SECJ to publish a list of companies whose securities might be
deemed to involve tenonsn-ielated investment risk without publishing corresponding lists for every

other possible type of inv&slirenl risk.”

Values-Bascd Investing

Interestingly, HCR 27 speaks tn neither the legality of these investments nor the risk factors they
involve. Rather, it reflects the view ofa growing number of individual investors and p* blic pension
systems that a company’s willing to do business in terrorist sponsoring states runs counter to their
personal values or beliefs, or those of their constituencies. This is commonly referred to as “values-
bascd investing.” For example, investors routinely avoid in\esting in companies that promote
tobacco, gambling, firearms or alcohol - not because it is illegal or risky to invest in such
companies, but v.cause the investor is seeking to align their personal values with their financial

goals.

This “valu's-based investing” issue lies at the heart of HCR 27. Apparently, some state legislators
believe that Alaskans simply do not want to invest in companies with business tics to Iran or North

Korea.

It is important to note that this position is perfectly within the rights of the investor or, in this case,
the slate of Alaska n No Case, OVVever W ft e USG tei an |nVESt?r eher or nOt to
establish such “values-based” investment restrictions or provice a list of such companies.

fact, Ms. Parratt goes on to say in the aforementioned letter: “It would also be inappropriate for [the
SEC] to engage in any activity that might be construed as providing investment advice.

As Mr. Griffen and Ms. Parratt make clear, it is not possible for the government to provide a list of
companies that have legal ties to terrorist-sponsoring states. The USG is likewise restricted from
providing a list of companies that may be exposed to global security risk. This might help explain
why the SEC looks, in large part, to CSAG to make these identifications through a subscription to

our Monitor product.

Availability oj "Divestment Lists"

Finally, the APF has correctly pointed out that companies such as CSAG do not promote the use of
their data as a “divestment list.” This is due to the fact that our database is designed to be a
comprehensive research tool that includes infomiation on a variety of corporate ties to Iran and
North Korea. Whether the specific business activities ofco< panies in terrorist-sponsoring states
meet Alaska's thresholdfo r disinvestment should be up to the State and its Funds to determine, not

CSAG or thefederal government.

Accordingly, subscribers are welcome to interpret CSAG’s data in a..y way they deem indicated -
including to develop screens or implement a divestment policy.



Cost of Data

Naturaliy, there would be modest costs involved should APF and ASPIB decin.j to identify or
screen out companies that do business in Iran and North Korea.

e A standard subscription to CSAG’s full Monitor database and research is $15,000 per year.
This option is wi Jy used by clients who wish to access our comprehensive data on the
activities >f publicly traded companies in Iran, North Kcrca, Sudan, SjTia and Libya.

m |If the Committee (or APF and ASPIB) wanted to determine how many APF and ASPIB
holdings would be affected by the HCR 27 restrictions, CSAG could provide a
‘Certification Report,” including sample company profiles, tor S3,500.

HCR 27 Implementation

In the event that APF and ASPIB establish investment restrictions on companies with business tics
to Iran and/or North Korea, implementation could be approached in several ways. For example, the
Funds could allow their asset managers to comply independently with state law by purchasing their
choice of reseaun products - which is the process being employed by Illinois.

Based on our understanding of the concerns raised by APF and ASPIB regarding how an Iran and
North Korea screen would be configured, CSAG believes a more "top-down” approach of the type
described below might yield a higher level of uniformity in the data used by asset managers.

Specifically, CSAG could work with APF and ASPIB to configure a custom screen for Iran- and
North Korea-linked companies that would involve the formulation and maintenance ofa "do not
buy” list based on CSAG’s research. This single, statewide list would then be available to asset
managers for the consistent application of state law. For example:

 The Funds would review CSAG’s data and establish a “do not buy” list of companies that
meets Alaska’s specifications. (Please note that such a list could exclude companies that,
for example, only have humanitarian ties to these countries.)

« Determine an agreed, discounted price point for CSAG to provide the Alaska custom screen
to all APF and ASPIB asset managers, including regular updates of the list.

m  Managers that are already subscribers to CSAQO’s Monitor product would be able to employ
the Alaska screen at no cost.

m  The Alaska Funds w'ould have access to the custom screen at no cost to assist the process of
overseeing their managers.

While I cannot provide a firm price point for such a custom screen at this time, | am confident that
CSAG would be able to execute this proposed process for substantially less than the APF-estimated
price-tag of between $207,000 and $585,000 annual!;.

Specifically, I would estimate that CSAG’s custom screen proposal for Alaska would be priced
between $2,000-$3,000 annually, per manager. The exact price point would depend on the number
of asset management firms that would require ongoing access to the cusiom screen.



Accordingly, | would anticipate the entire set of deliverables described in this implementation
scenario to cost Alaska’s asset managers cumulatively less than $100,000 per year. In the event that
Alaska’s asset managers were required to implement a screen, the cost estimates | have provided
would likely represent less than one quarter of one percent of the APF’s FY06 budget for asset
managers (i.e., based on APF’s estimates, asset managers will collectively receive $46.6 million
from Alaska in 2006. while requiring a budget of less than $100,000 to comply with HCR 27).

Finally, the APF stated in its testimony that the costs associated with this type of screen will be
passed back from the asset manager to the pension funds. Again, this has not been our experience.
For example, in the case of Sud'n divestment legislation in Oregon and lllinois, it was stipulated
that the costs of seuing up scree  were to be borne by the asset manager. In working with Illinois
asset managers. | have received no ndication that these firms planned tc charge their pension
system clients for minor expenses incurred in establishing a Sudan screen.

The Performance Costs of Divestment

On Sunday, February 19, the New Yon. Times ran an article on the Illinois divestment legislation
(see Attachment 3). Despite the fact that the legislation affects some 10 public pension systems
with more than S120 billion in assets under management - as well as over 150 asset managers
ranging in size from small, local firms to some of the biggest names in the business - the Times
article made no mention of any financial losses incurred by Illinois pension systems as a result of

this policy.

Practical experience also casts doubt with respect to anticipated losses stemming from divestment of
a relatively small number of companies. Specifically, CSAG’s data is licensed by The Roosevelt
Investment Group (Roosevelt), a New York-based asset management firm. Roosevelt uses CSAG’s
database to exclude from of its Bull Moose Growth Fund all companies identified by CSAG as
having business ties to any terrorist-sponsoring states. Not only has Roosevelt been able to avoid
“divestment losses" since employing its screen, but it has outperformed the S&P 500 by a

substa.fial margin.

Oregon li kewise does not expect to lose money in employing a Sudan screen for its public funds.
According ‘o a recent Socialfunds.com article (see Attachment 4),

‘Oregon law goes a step further than Illinois law, requiring institutional investors' asset managers to
prevent negative financial impacts on the portfolio when divesting. ‘W hat I'm hearing from [asset
management firms], though, is that this is not very difficult -they've been able to reposition their
portfolios without a lot of adverse impact,” Ms. Ivy [of Institutional Shareholder Services]

concluded.”

Naturally, there may be performance or transitional losses associated with disinvestments from
companies with business activities in Iran or North Korea. However, practical experiences in
Illinois, Otegon and elsewhere suggest that it is highly unlikely that Alaska would lose between $19
and $39 million - as predicted in APF’s testimony - were they to implement this type of screen.



Conclusion

In closing, | would note that Alaska is not alone in considering this issue. In addition to three states
that have already enacted legislation that establishes investment restrictions on companies with
business activities in Sudan, published reports indicate that as mat., as five states are expected to
introduce divestment legislation this spring targeting companies that do business in any terrorist-

sponsoring state.

Should Alaska choose to restrict APF and ASPIB from investing in companies with tics to Iran and
North Korea, it is my view that CSAG could help the Funds develop and implement such a screen

on a cost-effective and relatively non-disruptive basis.

I would be pleased to discuss this matter further with the Committee and/or Alaska’s Funds. Also, |

would recommend that the Committee look to the following experts and public officials for
additional information on those matters raised in my testimony:

1. New York City Comptroller William Thompson: Comptroller Thompson can be reached
via Pat Doherty, 212-669-2651 or pdoheit@comptroller.nvc.gov.

2. Missouri Treasurer Sarah Steelman: Treasurer Steelman can be reached through Mark
Mathers (see below).

3. Nell Minow: Expert on Corporate Governance and President of The Corporate Library,
nminow @ thecorporatelibrarv.com.

4. Mark Mathers: Director of Investments for the S! .te of Missouri and Board Member for
the Missouri Investment Trust, 573-751-8530 or Mark.Mathers@ treasnrer.mo.gov.

5. Steven Schoenfcld*k: Chief Investment Strategist for Quantitative Investments for
Northern Trust, (212) 339-7102 or ssl46@ ntrs.com.

0. Tony Malaj: Chiefof Staff for Arizona Treasurer David Petersen, 602-604-7809 or
tonvm @ treasurv.state.az.us.

** As noted in the attached New York Times article, Mr. Schoenfcld is responsible for implementing
six “Sudan Free” indices for Northern Trust that already have over S8 billion in assets under
management - mainly from Illinois pension systems that are required to divest from companies
operating in Sudan. CSAG has spoken with Mr. Schoenfeld and received no indication that
Northern Trust’s “Sudan-Free” indices are experiencing sub-standard performance.

Mr. Schoenfeld is one of the country’s leading thinkers on indexed ninds and should be able to shed
additional light on v'hether divestment and/or the development of “lIran- and North Korea-Free"
indices would have the negative financial impact predicted by the APF in its testimony.
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Attachment 1

Pa. to Explore Whether It Investr. in Terror

By Marc Levy

The Associated Press State & Local Wire

Harrishurg, PA
July 8, 200

With lawmakers worried that some state assets might indirectly be financing terrorism,
legislative staffers plan to explore a contract with a Washington, D.C., firm that identifies
publicly held companies that have business with countries identified by the federal

government as sponsors of terrorism.

Ultimately, the staffof the Legislative Budget and Finance Committee hopes to compare
the state's investments - including approximately $70 billion invested by Pennsylvania's
treasury and the two largest public pension systems - with the firm's database and present

the findings to the General Assembly.

The effort comes despite the misgivings of state Treasurer Barbara Hafer, who maintains
that the federal government is best equipped to offer such guidance.

Neither the Securities and Exchange Commission nor the U.S. Treasury, however, is
prepared to do so, spokesmen said.

"It's not a question of regulation, but of policy, and we would leave that for states to
decide," U.S. Treasury spokesman Taylor Griffin said. And as long as companies
disclose to shareholders activities that could affect their financial health, the SEC is

satisfied, said spokesman Herb Perone.
It's not clear what the Gen7 al Assembly would do with the information.

In iate 2001, the House passed a bill to bar state assets from being invested in any
corporation that does business in countries identified by the United States as sponsors of
terrorism. The bill died in the Senate.

Still, Pennsylvania is not alone in its introspection. State treasurers in Arizona and
Nebraska are pushing for a similar review of their state's assets.

In Pennsylvania, a House resolution that passed unanimously May 7 directed the review,
saying corporations could help fuel terroris* sponsoring countries and such a connection

could also threaten the value ofan investment in those corporations.

Last week, the Legislative Budget and Finance Committee, which serves both chambers



ofthe Legislature, authorized its staffio look into a contract with Conflict Securities
Advisory Group. The firm is believed to be the only one with a database of companies
that do business with countries - Iran, Iraq, Libya, North Korea, Sudan, and Syria -
identi ied by the U.S. State Department as state sponsors of terrorism that have weapons

of mass destruction programs.

American companies arc barred by federal iaw from doing business with or in those
countries, but their foreign subsidiaries can be exempt in some cases, and foreign

companies are not subject to the U.S. laws.

Conflict Securities Advisory Group drew up the database with the investor Responsibility
Research Center, a for-profit firm also based in Washington. The database identifies
about 375 firms - about 35 of which are American - that have business dealings in or v/itfr
the sanctioned countries, said Adam Pener, 'he chiefoperating officer for Conflict

Securities.

Those companies include such large and widely irac d firms as Exxon Mobil Corp.,
General Electric Co., ChevronTexaco Corp., and Hah burton Co., according to the

research center.

Pener noted that some of the companies on *he list sell consumer goods and have a
relatively small amount of money invested, while other companies may have large-scale
projects that introduce "dual-use technologies"” that send millions of dollars to those

governments.

Iraq is still on the list, although most sanctions against the country ha'/e been dropped
since American-led forces ousted lIraqi President Saddam Hussein.



Attachment 3

How States Are Aiming to Keep Dollars Out of Sudan

By Cerla Fried
The New York Tunes

February 19,2006

THE latest American initiatives to put pressure on the government of Sudan are centered
many thousands of miles away from its capital, Khartoum. A handful of state legislatures
in the United States have passed laws that bar their public pension funds from investing
in companies with tits to Sudan, which das been accused of extensive human rights

abuses in a long-running civil war.

The United States State Depaitment has also ir.beled Sudan a state sponsor of terrorism.

While a 1997 executive order by President Bili Clinton bars American companies ft >m
conducting business in Sudan — except for a few technical exceptions, like a
humanitarian mission — foreign businesses do not fall under that restriction. But in this
age of global asset allocation, it is not uncommon for investors in the United States to
have a link to Sudan through loreign stock holdings. Such foreign holdings would be the

most affected by the recent state legislation.

The New Jersey Legislature passed a law in August that requires its public pension funds
to divest itselfof holdings in businesses that have equity stakes, including investments,
facilities or employees, in Sudan. A similar law went into effect in Illinois last mornh,
requiring its pension funds to be fully divested of any company with a Sudan tie by July.
Oregon has also passed such a law for its public ii vestment fluids, while Louisiana has
a. .roved legislation that permits, but does not require, its public funds to shed
investments linked to Sudan.

In December, the biggest public pension hammer, the California Public Employees
Retirement Plan, or Calpers, took am: at three companies in which it has invested. The
Calpers board voted 9 to 2 to call for the co» “anies, ABB, Alcatel and Siemens, to cease

business operations in Sudan.

A Calpers spokesman said that "our board believes that an engagement process with the
companies is the best avenue if we are going to effect some change." Last week, Calpers
reported that the three companies would not sever their Sudan ties; Calpers is considering

its next step.

Phil Argelidcs, the California state treasurer and a Calpers board member, says he is
prepared to pursue divestment if those companies do not pull out of Sudan. "The U.S.



government has to'd Americans to have no business in Sudan,"” he said, "so why should
California invest in companies that are supporting the regime?"

Spokesmen for the three companies say diat leaving Sudan would do m”re harm than
good. Ron Popper, a spokesman for ABB, for example, said the compai., nad sought
comment from many individuals and organizations within Sudan. "We have unanimously
heard one message: do not withdraw because the country needs international investment,”

Mr. Popper said.

The states have left it to their money managers to figure out who belongs on the
divestment list. Money managers have relied on private research firms that scour publicly
available documents, trade journals and news accounts, and that conduct independent
research to compile databases of companies involved in Sudan. Among the firms
providing this research are KLD Research and Analytics, Institutional Shareholder

Seivices and the Conflict Securities Advisory Group.

For example, KLD started lis Sudan Compliance Service last No/ember. Noel Friedman,
managing director of KLD, said that 124 companies weie currently cn its Sudan list,
including eight American businesses that he declined to name.

The lists, however, are far from definitive. Some companies that appear on them declare
that they do no business in Sudan, and for at least one, 3M, the involvement was
described by the company as aiding the United Nations. A spokesman at 3M said the
United Nations bought 3M's Scotchshield Ultra Safety and Security Film, used to protect

windows.

Steven Schoenfeld, chief investment strategist for quantitative investments at Northern
Trust, is responsible for determining the companies his firm will exclude from the six
"Sudan free" index funds it has started for institutional clients, including the State of
[llinois. More than $8 billion of lllinois pension money has already moved into the six

portfolios.

Mr. Schoenfeld's goal is to track closely the performance of traditional indexes even aft- ;
he has removed stocks with ties to Sudan. He says his fund that tracks the MSCI EAFE
index, a popular benchmark for developed countries across Europe and Asia, as well as
Aus, alia, wili pose his biggest challenge. He said that more than 25 companies,
representing more than 9 percent of the index's market capitalization, could be booted

from the fund.

Among the big names that could be dropped from the portfolio are Royai Dutch Shell,
which represents mere than 2 percent of the EAFE index; Total, die French energy giant,
about 1.5 percent; Toyota, about i percent; and Siemens of Germany and Ericsson of

Sweder, both about 0.5 percent.

The six Northern Trust funds are to complete Sudan divestment by the summer.



While Sudan has been in a two-dec tdes-iong civil war that iias claimed thousands oflivcs
through fighting and famine, the state initiatives picked up momentum after Colin L.
Powell, then the secretary of state, said in late 2004 that the United States viewed

violence in the Darfur region of western Sudan as genocide.

Agreement over the gravity of the situation in Sudan has not meant a united push for
divestiture. It stalled in the Arizona Legislature and didn't get far in Maryland. William
C. Thompson, the New York City comptroller, has identified 24 stocks in the city
pension system's holdings in which the parent company has some operations in Sudan. A
spokesman for Mr. Thompson said his preferred course — echoing the stance >fCalpers
and others — was discussion with those companies, not d vestment.

Mutual Ands that call themsalves socially responsible routinely screen out compar ies
that they regard as having poor records on humanitarian issues and thus have generally
avoided investing in companies with Sudan ties. But Julie Gorte, director of social
research at Calvert Investments, which specializes in socially responsible funds, says she

can still appreciate the complexity of the issue.

"You have to ask ycurself what your goal is with divestment." she said. "What's there if
the government falls9 Is there a government there that will take over and be better? If the
companies that pull out provide money, goods and services, is there an understanding that

will make the people poorer in the short run?"

Before the states' recent push, there were other moves to exert pressure. In 2002,
Talisman Energy of Canada decided to end its Sudan investment after American investors
steeply discounted its stock. In 2000, many college endowments and public pension
funds, including Calpers, did not participate in the initial public offering of PetroChina, a
subsidiary ofthe China National Petroleum Company, because of PetroChina's
involvement in oil extraction from Sudan.

THE nation's largest mutual fund companies have remained on the sidelines so far. A
spokesman for Vanguard said it was "taking an 'analyze and see' approach before making
any broad policy changes to either our internally or externally managed funds,"” while a
spokesman for Fidelity said the Sudan issue was not currently a concern.

The $9 million Bull Moose Growth fund, which calls itselfa "terror free" fund, is an
exception. The investment manager relies on a database, maintained by the Conflict
Securities Advisory Group, that tracks public companies witn business ties to countries
designated as state sponsors of terrorism; about 450 companies are listed in Conflict
Securities' global security risk monitor, including about 120 with ties to Sudan. The
fund's gain of 12.8 percent in 2005 was more than double that of the Standard & Poor's

500-stock index.



10/14/04

15:41 FAI

Oct-0t-04

0.].:41m Fror—J T'5t4 P(DZ/VVﬁ F"513

SECUKITIBY AND' KXCHANDR COMMISSION

WASHINGTON, 0.C,30840

July 28, 2004

CODMUMHAMAMES *

Nick Maiale, Chairman _
Conunonwerlth of Pennsylvania
State Employees’ Retirenient System
30 North Third Strect
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Harrisburg, PA 1717 1%47

Dee. Mr. Maiale:

_ Thank you for your Juna 29th letter to Chairman Danaldson regarding your
interest hi the work ofoar new Office o f Global Security Risk. Inyour letter; you

expictff ovoid investing the pension assets under your ogutrol in'companies
. orindirectly support terrorism,” You indicae that you
would to publiah « listot companies WNoso securities involve invsgtment m

risk arising from forrarfst-supportiug activity by the companies or their affiliatesand
indicato that our doing so would provide a valuable service to your ftind and many other

public pension funds,

. We certainly can appreciate your dear? to invest in a manner that wiil both
mim..uzc the ‘nvestment risk to your pensloras and promote our nation’s security
nterests, We shamyour concern that American investors not u_nW|tt_|nthy finance o
corporate operatialS they would deem to bo corurwy to our national inferest. For this
reason, the review staff o fthe DivistejLo f Corporation Finance makes every effortto <..
ensure that the documents companies.do with this agency include foil disclosure ofall* * =~ &
material mfom|at|on,regardmgbtoxrorlam-rclnfod and other global security riak™ated'l A
Issues. Ihe new Office of Global Security Risk will work Closely with the review staffto{/
make sure that ouz front-lihf'revieweni are apprised o f all significant developments in *
this area, and that we maintain the highest standard o f review in considering these issues.
Our mission, and our commitment, is to ensure foal the investing public has all the
information about public companies that a reasonable investor would consider important
in deciding whether to buy or sell securities.

~In Iltqhtofthe public trustwe hold, it is cmoial to the successful execution of our
mission that we not engage in any activity that mlght give the appearance of bias or
Pamaht in the performance of our d,u%e% I(tjwou d be_mageroPrlate_for us to publish a
list 0 T companies whose securities might bo deemed, to involve terrorism-related
investment risk without publishing corresponding lists for every other possible type of
investment risk. Italsd would b? inappropriate for us to engage in any actmtyt atmight
be construed as providing investmentadvice. Inourview, a for more workable approach,

A A
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. NictMaialo, Quitman _
j Commoowcalfli of PennsyWrai*
-ffitrt" Employee*' Retirement System
FageTwo .

eveal these timeso f heightened oFaoorn about tetroriem-nclstsd and other tgIo_baI
weurfty-retatod investmentrisk, is 10t the staffto ooodnue to pursue the best (tisolosars
possible, so that the puLlioiy svailable documents on fils with this agency will give

mension food manaqers and other investors ready aocew to all of the'Information thay
need about any publlo company to make a fully Informed investment decision.

| hope this information is heHthlI to you. Ivery much appreciate your lettingus
know your views. Asw@ go forward in addressing global security risk related issues, it is
belpftil to hear from all inferested persons 1o dud Wé oan biwt ftilflU our tuioaicn of
investor protection.



Attachment 4

KLD and ISS Offer Research Tools for Divesting from Sudanese Genocide and

Terrorism

g C?Ell lFﬁggg.com

February 7, 2006

The KLD tool focuses narrowly on the Illinois law mandating divestment from companies doing
business with the Sudan; the ISS tool focuses beyond divestment and on other state sponsors of

terrorism.

SocialFunds.com -- Late last month, Illinois Senate Bill 23 entered into force as the "Act to End
Atrocities and Terrorism in the Sudan." The Act requires lllinois state pension funus to divest from
companies doing business with the Sudan, which has been identified by the US State Department as

a perpetrator of genocide and a state sponsor ofterrorism.

Illinois isjoined by five other states (Arizona, California, Louisiana, New Jersey, and Oregon)
using public pension investments to influence global human rights abuses in Sudan and elsewhere.
With five more states (New York, Maryland, North Carolina, Texas, and Vermont) headed in the
same direction, the need for research on companies with ties to rogue countries such as the Sudan

has suddenly arisen.

KLD Research & Analytics and Institutional Shareholder Services (ISS) have stepped up to fill this
need. In fact, KLD had already developed a tool for assessing company involvement in the Sudan
when it received a request for proposal (RFP) from the Associated Illinois Pension Systems,
according to Randy O'Neil, KLD's managing director of global sales.

"They wanted to identify a single list of companies operating in the Sudan so that all their managers
would be on the same page instead of one manager using one list and another manage' using

another list and having to figure out which list is more accurate,” Mr. O'Neil told SocialFunds.com.
"We went out to Chicago to present to the pension boards, and less than a day later they came back

to us with a positive response."”

The KLD Sudan Compliance Service draws on the traditional socially responsible investing (SRI)
practice of exclusionary screening based on ethical criteria.

"A company is either in Sudan or it isn't: determining that is ourjob," said Peter Kinder, founding
president of KLD. "Ofcourse, the root cause of the screen is ethical: the Darfur and Southern Sudan

genocides."

It also hearkens b”ck to the 1980s and '90s when SRI staked its moral claims and proved the
efficacy of its strategies by spearheading the campaign to divest from companies doing business in
apartheid South Africa, which Nelson Mandela credited with helping topple apartheid.



"The vast majority of clients are using this product strictly for divestment purposes in response to
the recent law passed in Illinois, but we also have some clients that are using our tool to try to
understand better what is the best strategy for addressing the gross human rights violations going on

in the Sudan," said Mr. O'Neil.

While the Illinois statute that the KLD tool is tailored to stipulates divestment, other states'
directives include divestment as one potential response but prioritize comprehensive reporting on
corporate involvement in the Sudan as well as other state sponsors of terrorism. ISS designed its

compliance tool accordingly.

"It's not just a Sudan issue-two ofthese states, Arizona and Louisiana, also cover the other
countries with State Department sanctions for sponsoring terrorism," said Nahla Ivy director of
environmental and social analytics at ISS. "Our net is cast wide in terms of trying to find out what
the nature of any company ties are to these countries, which include Libya, Syria, Cuba, Iran, and

North Korea."

ISS, which initiated its "sanction/terrorism" research stream in 2001, defines two levels of company
involvement in these countries. The first level, labeled an "equity tie," applies to more direct
involvement such as on-the-ground facilities and employees.

"If you're operating there, whether or not you're contracting directly with the government, you're
providing revenues to the government, which then enhances civil unrest or even genocide,"” Ms. lvy

told SocialFunds.com.

The second level, called a "non-equity tie,” applies to .ess direct involvement, such as distributing
products or services through a third party or foreign subsidiary. And ISS research delves even

deeper than this second level.

"If companies are distributing humanitarian products or services to a country, we separate that out
to call attention to the fact that they are benefiting people in the region," Ms. lvy told
SocialFunds.com. "lllinois has an exclusion for companies doing only humanitarian activity, but if
they are also doing a revenue generating activity, then those companies would appear on Illinois’

iorbidden entity list."

Oregon law goes a step further than Illinois law, requiring institutional investors' asset managers to
prevent negative financial impacts on the portfolio when divesting.

"What I'm hearing from them, though, is that this is not very difficult-they’ve been able to
reposition their portfolios without a lot of adverse impact,” Ms. Ivy concluded.
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Mission of the Center for Security Policy

To promote world peace through American strength.

. . + Heirige f th
Through the years, the Center for Security Policy has Przlsri:jge?]t rom the
helped ensure a vigorous national security debate and, In

so doing, has strengthened our national security, with 0 Latest Annual Report

mamma W sm energy, persistence and patriotism.’
- Secretary of Defense Donald Rumsfeld + Center Staff
4 March 2001 e Center Br rd of
Directors
The Center for Security Policy has, since Its founding In 1988, operated . .
as a non-profit, non-partisan organization committed to the time-tested 0 National Security
. philosophy of p omotlng International peace through American strength. Advisery Council
) ’Mi.l_l It accomplishes this goal by stimulating and Informing national and 0 Internship Program
MmniaMb K international policy debates, in particular, those Involving region’
An»C««M 2 defense, economic, financial and technology developments that uear 0 The Centerin the News
upon the security of the United States. 0 NEW I-Board of
‘ByARESHBHAR Regents
IftM 1 The Center specializes In the rapid preparation and real-time
Worrr.rfonW.rtir* . dissemination of information, analyses and policy recommendations via
e-mail distribution; computerized fax; Its exciting, redesigned Web site;

published articles; eno the electronic media. The principal audience for

such materials Is the U.5. security policy-making community (the

executive and legislative branches, the armed forces and appropriate

independent agencies), torresponding organizations In key foreign

1\/| mH n w W ¥1 governments, the press (domestic and International), the global business
and financial community and Interested Individuals In the public at large.
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COVNNIAItK a
South** The Center Is aided Immeasurably In the performance of Its mission

ou thanks to the active participation of a sizeable network of past and
JMddtEM present, civilian and military security policy practitioners. By drawing on
Ar.Wrias the experience, Judgment and Insights of these accomplished Individuals,
m * the Center is able to rr .ximize the quality of Its Inputs Into the policy-
iMI’i\l’JCl’iiJm'ltartd\/l making process. This structure also permits the Center to operate with

an extremely small core staff and great cost-cffectlveness.
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Join the Center.
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Center for Security Policy
1920 L Street,N.W.

Suite 210

Washington, DC 20036
E-man the Center

http://lwww.centerforsccuritypolicy.org/index.jsp?section"static& Daee=abouius omnnnf,
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Center for Security Policy Board of Directors

Chairman of the Board _
James T. deGraffenreid Chairman A President, HP Associates \ Biography of Frank J.
Gaffney
Message from the
Directors President
Hon. M.D.B. Carlisle Former Assistant Secretary of Defense for Legislative Biography of James
Affairs, deGraffenreid

and former Chief of Staff to Senator Thad Cochran
National Security

- Advisory Council
Terry Elkes Principal 8 Co-Owner, Apollo Partners, LLC y
Center Staff
Frank J. Gaffney, Jr. President, Center for Security Policy Latest Annual Report

Lt. Col. Marlin L. Heftl, USMC (Ret.) Vice President, Van Scoyoc Associates The Center Inthe News

Dr. Charles M. Kupperman Vice President, Strategic Integration &
Operations,
Missile Defense Systems, The Boeing Company

Hon. Dominic J. M onetta President, Resource Alternatives, Inc.
David P. Stclnm ann Managing Director, American Securities, L.P.

Allen M. Taylor, Esg. Chairman Emeritus, Lynde and Harry Bradley
Foundation

Join the Center.
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The People atthe Center

suff

« Biography of Frank J.

Gaffney
Frank J. Gaffney, Jr., President. Mr. Gaffney formerly acted as the
Assistant Secretary of Defense for International Security Policy during
the Reagan Administration, fo'lowlng four years of service as the Deputy
Assistant Secretary of Defense fcr Nuclear Forces and Arms Control .
Policy. Previously, he was a professional staff member on the Senate
Armed Services Committee under the chairmanship of the late Senator
John Tower, and a national security legislative aide to the late Senator
Henry M. Jackson.

¢ Message from the
Prosldent

Center Board of
Directors

« National Security
Advisory Council

Michael Reilly, Vice President for O perations Mr. Reilly Is engaged In
the Center's long-term strategic planning and manages Its day-to-day
operations and staff. He arrived at the Center following service as a
Major In the United States Marine Corps. While a Marine, Mr. Reilly held
fellowships with the Center and with the office of Congressman Jerry
Lewis. He Is a veteran of the liberation of Iraq.

Alex Alexlev, Vice President for Research. During nearly 20 years as
a senior analyst with the national security division of the Rand
Corporation, Alexlev directed numerous research projects for the
Department of Defense and other agencies. He Is the author of several
books and myriad monograph? and articles on national security Issues.
His present research focuses or Issues related to Islamic extremism and

terrorism.

J. Michael W aller, Ph.D., Vice President for Inform ation

O perations. AJournalist and author, Dr. Waller brings expertise In
terrorism, intelligence, the former Soviet Union and the Americas. He
has covered wars and political violence In five countries, has written for
Insight magazine, Reader's Digest, the Washington Times and the Wall
Street Journal and has served as a consultant to the U.S. Department of
State. He holds a Ph.D. In International security affairs from Boston
University, and Is a former staff member of the United States Senate.

Christopher Holton, Vice President for Administration, Marketing
& Development. Holton comes to the Center after serving as president
and marketing director of Blanchard & Co. and editor-In-chlef of the
Blanchard Economic Research Unit from 1990 to 2003. As chief of the
Blanchard Economic Research Unit in 2000, ha conceited and
commissioned the Center for Security Policy special report Clinton's
Legacy: The Dangerous Decade. Holton Is a member of the Board of
Advisers of WorldTrlbune.com.

David McCormack, Senior Research Associate. Mr. McCormack
assists the President with research and the drafting of Dollcy publications
on a range of national security Issues. He has authored book chapters
and other research publications on various topics, and his articles have
appeared In national and international publications such as the
Washington Times, the Jerusalem Post the Baltimore Sun, and the Wall
Street Journal Europe. McCormack Is a graduate of the George

W ashington University with a degree In history and International affairs.

Ryan Peterson, Research Associate. Mr. Peterson's researc!* focuses
on energy security Issues and American sovereignty. His work on such
topics has been published by FrontPageMagazine.com. Peterson is a

im n<w
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Center for Security Policy
1920 1 Street.N.W.

Suite 210

Washington, DC 20036
E-mail the Center

graduate of Wheaton College with a degree In Interratical relatios.

Olivia Albrecht, John Tower Fellow. Ms. Albrecht's research focuses
on immigration Issues and the Islamist phenomenon. Her work on such
topics Is published regularly by FoxNews.com. Albrer*>t comes to the
Center following internships with the Pentagon (Non-Proliferation Policy)
and the Heritage Foundation. She Is a graduate of Princeton University

with a degree In Philosophy.

Robert T. McLean, Research Associate. Mr. McLean researches an
array of foreign affairs and national security Issues, and Is a frequent
contributor to FrontPageMagazlne.com. He Is a graduate of Lafayette
College with dual degrees In history and government/law.

Lisa Flrastone, Executive Assistant to the President. Ms. Firestone
assists the President with event coordination, fundraising and
development, and office management. Prior to arriving at the Center,
she worked in the fields of asset management and public policy.
Firestone Is a graduate of both Duke University with a B.A. In English
and Economics, and the New York Institute of Finance.

C*nUr Fallow*

Roger W. Robinson, Senior Resident Fellow. An Indispensable part
of the Cii'ter for Security Policy from Its founding, Robinson has served
as an original member of the National Security Advisory Council,
chairman of the Center's William J. Casey Institute and long-time
member of the Center's Board of D'rectors.

Robinson was vice president In the International Department of the
Chase Manhattan Bank and senior director of International Economic
Affairs at the National Security Council under President Reagan. At
present, he Is chairman of the congresslonally mandated, bipartisan
U.S.-China Economic and Security Review Commission (wWww.uscc.gov).

Carolina Glick, Senior Fellow for Middle Eastern Affairs. Chicago-
born Caroline Glick is depurv managing editor of the Jerusalem Post. A
former officer In the Israel uefense Forces, she was a core member of
Israel's negotiating team with the Palestinians and later served as an
assistant policy advisor to the prime minister. During Operation Iraqi
Freedom, the widely-published Glick was an embedded Journalist with
the U.S. Army’'s Third Infantry Division. She was awarded a distinguished
civilian service award from the U.S. Secretary cfthe Army for her

battlefield reporting.

Eugene Novikov, Ph.D., Senior Fellow for the Islamist Project.
Born In Kyrgyzstan of Russian parents, Novikov Is a former Soviet
Communist Party International Department opeiative, and Is a noted
expert on Islam and the politics ana economics of the Persian Gulf
region. He established close relationships with leaders across the Islamic
world. Following his defection to the United States In 1988, he served on
the faculty of the U.S. Naval War College and the George C. Marshall
Center for Security Studies. He Is the former director of the International
Terrorism Program at the Jamestown Foundation.

M ajor Stephen Newsome, USMC. MalJ. Newsome Is the Marine Corps
National Fellow for 2005-2006. He comes to the Center following a Joint
assignment advising the lIragi Ministry of the Interior on the rebuilding of
Iraq's police forces. He Is currently completing coursework for a Masters
degree In security policy at George Washington University's Elliot School
of International Affairs.
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Message from the President

At this writing, the Center for Security Policy Is

undergoing an exciting transition.
« Biography of Frank J.

Gaffney
Loosely modeled after the legendary Committee on the
Present Danger - a non-partisan coalition of prominent
Americans who Inthe 1970s challenged the view that
detente with the Soviet Union was a viable basis for
Ame-Ican security - the Center has been a forceful, and
often lonely, voice of reason and realism In recent 9

¢ Center Staff

¢ Center Board of
Directors

National Security

years. Advisory Councit

. ) . 9 NSAC Members Now In
Like The Committee on the Presenf Darger, too, the Center heiped Government Service
preserve a sense of Identity and community among like-minded security

policy practitioners, awaiting a day when many of them would be called
upon to serve once again In government. That occurred Inthe Reagan

Administration In whlcn many members of the Center held senior posts.

9 Latest Annual Report

¢« Th®Center Inthe News

Happily, that day has now arrived for the Center for Security Policy and
Its associates, as well.

An early member of the Center's Board of Advisors, Richard Cheney, Is
now Vice President of the United States. President Bush appointed a
distinguished recipient of the Center's Keeper of the Flame Award,
Donald Rumsfeld, to be his Secretary of Defense. And Secretary
Run.sfeld and his counterparts elsewhere In the government have Invited
an extraordinary number of members of the Center's National Security
Advisory Council and others of the Center's colleagues to serve In top
positions In the U.S. government.

With the return of such highly qualified, skilled and principled men end
women to high office In the U.S. government, the Center for Security
Policy looks forward to playing a new and, v,j hope, even more
Influential role In the years ahead. To be sure, the Center will remain a
source for ideas, Information and recommendations associated with
promoting the po'ides of peace through strength. The presence In
government of so many of those who broadly share the Center's
commitment to this philosophy - and who have, over the years, helped
us In advancing it - should, howr er, enable the Center to direct less
energy towards the inslde-the-Beltway debate and more to educating
and engaging the American people and friends of froedom around the

world.

The need for such an Initiative, of course, has become both glaringly
apparent and Intensely urgent In the wake of the 11 September 2001
attacks and the war on global terrorism they precipitated. Accordingly,
we Intend to redouble our efforts In Washington, across the United

States and Internationally.

In this connection, we are beginning some dramatic changes In our
products and the means by which they are made available - notably, via
a vastly more useful and user-friendly new Web site
(www.CenterforSecurltyPollcy.org).We believe that the cumulative effect
of these efforts, together with Improved governance In Washington, will
greatly improve the prospects that the United States will continue to
enjoy the fruits of peace and prosperity made possible, in no small part,
by Its vigilance and strength.

Frank J. Gaffrey, Jr.
?’m/?noa
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Te¥t|mong|t_)lyMea Treadwell, Senior. Fellow, Institute of the North

Be orgt ouse State Affairs Committee, Juneau, AK, Fepruary 23, 2006
On HCR 2/, Ur ng the Alnaka Retirement Management Ooard and the Alaska
Permanent Fund Cofporation to divest all hotdln% held In companies withbusines
actlvit.es or holding Investments In Iran and Nrpth Korea

Mr. Ch?irman, | am Moau Treadwall. i reside at 528 N Street in Anchorage arid
am a Serr > Fellow at the Institute of the North, anil direct the Institute’s Dsrerse

and Security Program.

The Institute was founded by former Alaska Governor Walter J. Hickel to help
develop policy on issues strategic to Alaska and its future. For close to ten
years, Mr. Chairman, the Institute of the North has worked with other national,
international anJ state based think tanks on the proposition that action at the
state level can help improve the security of the United States.

Should state governments be concerned about national security? Absolutely. In
Alaska, we understand our geographic position. We understand our role in
hosting the military and sending our sons and daughters overseas to proiect us.
We understand we are the closest state to North Korea and in their sights. We
understand the Alaska pipeline is a terrorist target, and we understand our
energy helps America diversify its supply. We also need to understand our role,
as an investor, in providing funds to parts of the world that could or would do

harm to us.

With the Center for Security Policy in Washington, the Claremont Institute in
California, the Institute of Foreign Policy Analysis at Tufts University, and others,
we have helped the nation understand Alaska's vital role in U.S. security and we
have helped Alaskans play a more effective role.

As ar aside, Mr. Chairman, | should say the current divestment campaign on
terrorism, Sudan slavery, and national security issues is a coalition of left and
right, labor and business.The firms and institutes mentioned today are very fine,

patriotic people.

As far back as 1996, the Institute of the North began looking at missile threats to
Alaska and the position of the U.S. government then, which was not to includo
Alaska under the umbrella of a proposed ballistic missile defense system. It was
a resolution of the Alaska Legislature in 1997 which called for a new intelligence
estimate on missile threats to Alaska. That resolution, Senator Ted Stevens told
us, resulted in the Rumsfeld Commission. Over several years, we shifted U.S.
policy to build a system in Alaska - not for our economy, but for our protection.
We have hosted a continuing series of follow-up conferences on these issues,
involving many of your present and former colleagues.

Mr. Chairman, there’s one conclusion we've found in every meeting we've had
assessing the threats to the United States: terrorism and nuclear thieats run on



money. Terrorism finds refuge in states with regimes that support terrorists.
Money, usually outside money brought in from the world market economy, cither

as investment or trade, is the mother's milk of terrorism.

Alaska’s major funds - the Permanent Fund and our pencion funds could find
themselves unwitting players in this process. This resolution calls for a stop to
that by a simple, inexpensive process that several other states and leading

pension funds have taken on to review their portfolios.

| was able to see a copy of the document circulated by the Permanent Fund
Corporation at the last meeting of this committee. Mr. Chairman, what | saw is a
scare tactic - a huge price tag meant to dissuade you and this committee from
passing a resolution that would free Alaskans from thG concerns that their

Permanent Fund might be supporting terrorism.

Between the last meeting and this, we were in contact with the Conflict Securities
Advisory Group, one of several firms states and pension funds have hred to
review their portfolios against concerns they are unwittingly investing in terrorism

or nuclear threats to the United States.

This firm has told me that they would be able tc offer the State of Alaska a full
screening service for its Permanent Fund and the state pension fund for a
discounted rate of $5000. Mr. Chairman, before this legislature concludes its
business this spring, | believe you could be aware of how many stocks and of
what value Alaska’s portfolio is exposed through investments in companies doing

business in terror sponsoring states.

The term exposure is not one | use lightly. While some investment funds have
cautioned that divestment of stocks investing in terrorist states could lose them
money, | believe this process reduces the risk that the stocks would take a i;hurp
fal’.  Several firms, such as General Electric and Ccnoco Phillips, because of
concerns raised like those in this resolution, have themselves divested activities
in Iran, for example, to make sure they are not exposed. Shouldn’t we be doing

the same thing?

My point is this: reviewing our portfolio costs very little. Divestment can happen
over time, as other states have allowed. This is a resolution, Mr. Chairman, not
a law, and the Permanent Fund - with oversight from this legislature - can
commit itself to a process of monitoring its investments for national security and
divesting overturn. They have chosen not to do so, and ( believe you should

help them change their mind.

As a college student, | was a member of Yale University’s board which oversaw
that endowment’s divestment policies, during the era of divestment campaigns
and apartheid. (Yale’'s endorsement has had outstanding returns without turning
a cold shoulder to examining issues like these.) Today, as a private venture



investor, | chair a publicly listed company. |am well aware that fund managers
seek the broadest leeway to invest - and for many years | have actively
supported taking away strictures on the Permanent Fund’s capabilities to seek

the highest return.

But Mr. Chairman, a little advice now and then from the owners is not a bad
thing. Our Institute’s founder, Wally Hickel. has urged us to fulfill our
responsibilities as an owner state. | think this resolution puts forward an
appropriate action for Alaska. As a citizen, | thank Rep. Ramras, his colleagues,
and, | trust, this committee for its leadership.

| am happy to answer any questions.



Center for Security "olicy

From SourceWatch

Center for Security Policy was founded in 1988 and states that it operates as a
non-profit, non-partisan organization committed to the time-tested philosophy of
promoting international peace through American strength.

[1] (http:/iwvww.centerforsecuritypolicy. org/index.jsp ?seciion=static&page=aboutu
A very influential organization with the Center for Security Policy is the Center's

National Security Advisory Council, whose members hold senior positions with

the Bush administration.

Center for Security Policy has strong ties with the Republican Party with many
membsrs serving senior posts in the Reagan administration and George W. Bush
administration. Donald Rumsfeld, currect Secretary of Defense ur.der Bush, is a

receipier.t of the the Center's Keeper of the F'*me Award. The Center is not shy

in touting its strong ties with the U.S. Government.
[2] (http://www.centerforsecuritypolicy. org/index,jsp /section =staticSpage=messa

ge)[3] {http://lwww.centerforsecuritypolicy.org/index.jsp/section-static,ipage=nsa

c-gvtsvc)

« Elliott Abrams. Special Assistant to the President for National Security Affairs lor
Democracy, Human Rights and International Operations

« Devon Gaffney Cross, member, Defense Policy Board

« Jack D. Crouch II. Assistant Secretary of Defense for International Security

Policy; nominated January 31, 2005, to be Assistant to the President and Deputy

National Sccurit) Advisor

Mitchell E. Daniels. Jr.. former Director of the Office of Management and Budget

Kenneth deGraffenreid. Deputy Under Secretary of Defense for Policy Support

Paula J. Dcbrianskv. Under Secretary of State for Global Affairs

* Douglas J. Feith. former Chairman of the Center's Board of Directors, Under
Secretary of Defense for Policy

« Evan Galbraith. Secretary of Defense's Representative to Europe

» Robert Joseph. Special Assistant to the President for National Security Affairs for
Proliferation Strategy, Counterprolifcration and Homeland Defense


http://www
http://www
http://www.centerforsecuritypolicy.org/index.jsp/section-static,ipage=nsa

» Sven Kraemer. Policy Advisor to the Undersecretary of Defense for Policy

« Keith Pavne. Deputy Assistant Secretary of Defense for Forces Policy

e Richard Perle. Chairman of the Defense Policy Board

* Roger W. Robinson. Jr.. Commissioner, U.S.-China Security Review Commission

« James G. Roche. Secretary of the Air Force

*  William Schneider. Jr.. Chairman of the Defense Science Board

 Wayne Schroeder. Deputy Under Secretary of Defense for Resource Planning and
Management

 Michelle Van Cleave. Assistant Secretary of Defense-designate for Special
Operations and Low Intensity Conflict

e Jose Sorzano, member. Board of Visitors, Western Hemisphere Institute for
Security Cooperation (formerly the School of the Americas)

e Aithur Waldron. Commissioner, U.S.-China Security Review Commission

« Gov. Pete Wilson, member, President's Foreign Intelligence Advicorv Board

 Dov Zakheim, Under Secretary of Defense; Comptroller

e Caroline B. Glick the senior Middle East fellow and the deputy managing editor

of The Jerusalem Post

Board of Directors

Frank J. Gaffney. Jr.. President. Center for Security Policy

» James T. deGraffenreid. Chairman; President, First Services Network

« Hon. M. D. B. Carlisle. Former Asst Secretary of Defense for Legislative Affairs;
former Chief of Staff to Senator Thad Cochran

« Dr. Charles M. Kupperman, Vice President, Space and Strategic Missiles Sector,
Lockheed Martin Corporation

 Hon. Dominic J. Monetta, President, Resource Alternatives, Inc.

 Hon. Roger W. Robinson. Jr.. President, RWR, Inc.

e David P. Steinmann, Managing Director, American Securities, L.P.

[edit |

Personnel

« Pick Cherry, Vice President of the U.S. under George W. Bush, was an early
member of Center's Board of Advisors (which is now called the National Security

Advisory Council-).

» "twenty-two CSP advisers - including additional Reagan-era remnants like Elliott
Abiams. Ken deGraffenreid, Paula Dobriansky, Sven Kraemer, Robert Joseph,
Robert Andrews and J.D. Crouch - have -eoccupied key positions in the national
security establisbmi nt, as have other true believers of more recent vintage.'





