


SENATE COMMITTEE REPOR.
FirstCommittee of Referral

DATE: 1/16/08 FURTHER Finance
Date of 5-Day Notice DATE TURNED M .
(in accordance with Umiform Rule 23) INTO OFFICE: 0~/0\/09)

State Affairs Committee considered SENATE BILL NO. 227

SB 227 DIVEST INVESTMENTS IN SUDAN
'An Act relating to certain investments of the Alaska permanent fund, the state's retirement systems, the
State of Alaska Supplemental Annuity Plan, and the deferred compensation program for state employees in

companies that do business in Sudan, and restricting those investments.”

and recommends:

SENATE BILL:
be replaced with[ ]SCS or[ ]CS [ 1 Same Title

[ J NewTitle
adopt previous [ ]SCSor[ ]CS

HOUSE BILL:
attached amendment(s) [ ] Same Title

[ j Technical Title
adopt Letter of Intent Change

[ 1 New Title w/
further referral to Committee SCR#
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FISCAL N OTE

STATE OF ALASKA Fiscal Note Nunroer:
2008 LEGISLATIVE SESSION Bill Version; SB 227
() Publish Dete: 1/15/2008
Identifier (file name): SB227-REV-APFC-04-01-08 Dept. Affected; Revenue
Title Divest Investments in Sudan RDU Alaska Permanent Fund Cofp
Component Alaska Permanent Fund Corp
Sponsor Senator French
Requester Senate St e Affairs Committee Component Number 109
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 33.8 11.6 11.fi 11.6 11.6 11.6
Travel 4.8
Contractual 5.062.0 574.6 612.8 653.5 697.2 743.9
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 5,100.6 0.0 586.2 624.4 665.1 708.8 755.5
ICAPITAL EXPENDITURES 1 1 1 1 1 1 1
ICHANGE IN REVENUES ( ) 1 | | | | | |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
1105 APFC Receipts 5,100.6 0.0 586.2 624.4 665.1 708.8 755.5

TOTAL 5,100.6 0.0 586.2 624.4 665.1 708.8 755.5

Estimate of any current year (FY2008) cost:

POSITIONS

Full-time

Part-time 1.0 1 1 1 1 1
Temporary

ANALysis:  (Attacha separate page Ifnecessary)

SB 227 would require that the Alaska Permanent Fund Corporation develop a list of companies doing business in Sudan that support
the Sudanese government, excluding humanitarian efforts and other activities listed in the legislation. Once identified, APFC would
write to the companies in queulLon to ask them to cease operations in Sudan. Ifthey do not cease operations, APFC would divest
these holdings from the Alaska Permanent Fund's portfolios over 15 months. APFC estimates that it will take a part-time Equities
Analyst to peform the initial analysis, undertake the engagement with the listed companies and notify APFC external n™",?gers to
divest of any holdings if necessary. Estimated costs include purchasing external contractors' information on companie ing business
in Sudan, increased manager fees due to mandate customization, and costs necessary to search for new managers when mandates
can not be customized.

Prepared by: Michael J. Burns, Chief Executive Officer Phone 907-796-1520
Division Alaska Permanent Fund Corporation Date/Time 3/28/08 12:00 AM
Approved by : Date
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Alaska Permanent Fund Corporation

Analysis of HB 267 Divest Investments in
Sudan
Estimated first year costs of implementing a divestiture plan

Estimated ongoing costs of implementing a divestiture plan -

Excludes impact ofdvesture on perormance offund assets

Breakdown of initial costs of implementing a divestiture plan

Equities portfolio restructuring

Some managers will not be able to customize their account mandates. APFC
will need to search for replacement managers.

Manager search
Callan Associates (consultant) fee for throe manager searches; $26,000/search
Staff due diligence travel for manager searches

Transaction costs to transfer holdings to new managers
Transaction costs range from 0.25%-0.5% of portfolio value
Tukman - manages $523.6mm large-cap value portfolio
GEAM - manages $494.7mm large-cap growth portfolio
GEAM - manages $468.3mm EAFE fund

Transition Manager to facilitate holdings transfers
Legal

Review of contracts for 3 replacement managers, estimated at 2 days per
manager; All remaining equities and fixed income contracts would need to be
amended, estimated at a half-day per contract. We believe that in-house
counsel will be able to absorb this workload.

Internal costs to implement legislation
Additional staff costs to perform tasks in HB 287: Review public information,
contact fund managers and other institutional investors to identify companies
engaged in restricted activities; Contact identified companies to determine
nature of business; If activities are deemed restricted, notify company to
encourage divestiture; 90 day follow up to determine if company has complied
with divestiture; Ongoing monitoring.

Purchase of externally generated lists
IW Financial

RiskMetrics Group

KLD Research
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$8.1 - $8.9 minion

J600 000 J8QO ‘

Estimated cost

$78,000
$4,800

$1.3-$2.6 mm
$1.2-$2.5 mm
$1.2-$2.3 mm

$745,000

9

FY09 Ongoing
$33,775 $11,580
$13,000 $13,000
$12,000 $12,000

$5,000 $5,000



Alaska Permanent Fund Corporation

Analysis of HB 287 Divest Investments in
Sudan

Breakdown of annual costs of implementing a divestiture plan

Note: Annual costs will be incurred in the first year as well as in subsequent years

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

Passive equity index manager - assume manager increases fee by 1 basis point. $509,000
Since the APFC has $5.1 billion in passive index assets, this would increase
manager fees by $509,000 per year.

Note: Manager fees are based on the volume of assets under management. All budget projections for fees
are based on APFC's midcase assumption of an annual growth in assets of 7% each year. Accordingly, we
expect that this fee increase will adjust upwards at 7% each year.

General Consultant Costs

The general consultant may increase its fee to reflect its higher costs associated Unknown
with monitoring the impact of divestiture. For example, for each manager

running a customized strategy, that manager's performance would need to be

compared to the non-customized strategy. The consultant would have to

prepare analysis and report to the APFC board on a periodic basis.

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

Higher compliance costs - need to monitor manager holdings

May need to add staff

May need to develop or buy special software

Page 2 of 2



A laska State Legislature

Senator Hollis French

SB 227 -Divest Investments in Sudan

Sponsor Statement

8overnment sup))Ported enomdf_has killed hundreds of thousands,of peogle and_ .
isplaced approximately 25 million residents from the Dartur region of Sudgn. This
legislation will enact a argl(:eted divestment program that prevents the state of Alaska
from invr ting Permanent Fund and refirement ;F(Ian dollars in c_omPanles that directly
fingnee %enoude in Darfur.  SB 227g|ves Allgs athe?{a ortunity t {_om the states,
businesses and educational institutions that refuse to fund such atfocifies.

Targeted divestment is a proven tactic tg regluce the viability of genocide,in Darfur.
Tweénty other states have divested from businesses that operate in the region. The cost to
these states has been negligible. Institutions have found. no noticeable décrease in refums
when divestment only targets companies that have e>3pI|C|t financial links to the conflict.
Holdings in these comparties amount to less than 0.1% of all Permanent _Fun%_ass_ets,
showing that the implementation of this legislation will not require a major shift in

Investment strategy.

Results from the divestment movement have been romlsm?. Sudan, unlike man
foreign governments that sponsor genocide, has responded favorably when threatened
with Bconomic sanctions. Partly as a result of the ?Jvestment_moveme_nt the Sudanese
_c}overnment recently purchased a six-page, SI million advertisement in the New Yor
Imes that sought dut foreign direct invéstment. As more companies pull out ofthe
region or encourage the government of Sudan to halt violent acts, the end of genocide Is

highly probable.

Ignoring %enocide has left several scars on recent American history. With the cost %f
action S0 small, ALJca has no excuse fo Sit on the sidelines. 1 urgi you to support this

Important and meaningful piece of legislation.
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MEMORANDUM January 22,2008
SUBJECT: Reatnctrons on investments in companies that do busingss in
Sudan; Sectional Summary

(SB 227: Work Order No. 25-LS1305\A)

T0: Senator Hollis French
Chair oftge Senate Judiciary Committee
Attn:  Andrew Moderow

FROM : Tamara Brandt conr
Director

sec. 1. The Alaska Retirement Management Board Is required to com(raly With
AS 37.13.125, a new section added in bill"sec. 2 The board Is permitted to coOperate
with the Board of Trustees of the Alaska Permanent Fund Corporation in complyrng With

the new section.

sec, 2. A NEW Section s added restricting certain investment in companies involved in
busrness In Sudan. Under subsection (2), eBoard of Trustees of the Alaska Permanent
Corporation 1S requireg to ioentify all scrutinized companies in which the
Permanent Fund. has direct or Indirect holdrng? or mrght have holdings in the future that
have ai:trve business rﬁ)eratrons In ua he bodrd must g P e and update on a
uarter basis ascrutr 760 companres st Subsection (b) identl res the characterrstrcs
o CQ Eanrest at may not be included on the scrutrnrzed co anies list. Subsection (c?
re ujres the Board of rustees to send certarn notrces 0 comp nies regarding divestmen
%rrements Under subsection (0), If, 90 days aftey %notrce 15 C?ent 3 company
trnues to have actIve business op ratrons n Sudan al pu Irclg/mtrade securrtres ofthe
ny held ectR/(?y the Permanent Fund and manage by an employee of the fund
mus e divested rvestment schedue 15 set out for_sectirities not managed. by an
mploa/ge that are helg duectlly t{t he fund. ? ubsection e%addresses Indirect holdrngs of
the'fund. . The hoard is required to supmit a letter to the manager of the fund reque trn%
fhat consideration be grven to removing Investments In. companies _from the fund tha
have actrve business operations in Sudari. Under subsection (0, the Board of Trustees Is
re uired to file a report by February 1 each year summarizing its activities refating to
divestment of Investments in companies With active busrness operations rn Sudan and
rncludrn% the ligt ofscrutrmzed co anies. Under subsection (@), this new law pr varls
over other provisions of law. The Bo ar ( of Trustees IS permitted to cooperate with the
Alaska Retirement Maa ?ement Botar n carrgrng out the requirements of the new law;
Supsection () sets out definitions of terms used In'the new law.



Senator Hollis French

Januar 2(1)8
Page 7 %

Sec. 3. The new provisions in this Act are repealed when the U.S. Congress or President
declares that the Darfur genocide has,stopﬁed and not been resumed for at least 12
months, the U.S, revokes Sanctions against the government of Sugan, the, U.S. Congress
or President declares that the goveriment of Sudan has honored commitments to"stop
gttacks on civilians and take Certain other actions, qr the US., Con%res or President
eclares that mancatory divestment of investments in companies that do business in

Sudan interferes with thie conduct of foreign policy.

Sec. 4. The Alaska Retirement _Managemen_t Board and the Board of Trustees of the
Alaska Permanent Fund Corporation aré required to I[])repare the initial [ist of scrutinized
companies within 90 days after the effective date the new sections added in this Act.

TBC:lw.
08-024. 1w



Senator Hollis French

December 11", 2007

Michael Bums, Executive, Director
Permanent Fund Corporation

P.0. Box 1156500

Juneau AK 99811-5600

Dear Mr. Bums,

Alaskans ?]rc showing gr_eater Interest angl awareness in how mvestmen%s can finance
human rghts violations in distant countries around the globe. The Darfur reglon In
Partlcular_ls highl thmg this issue. The Sugan government has demonstrated tht,
hrough direct miliary &ction and by f_mancm% militia groups, tax dollars can cause |
human rl(%hts violations. The companies that have choden fo Invest in Sudan are pa mg{
the taxes that have then been used to make this geno_clde fiscally possible. In an effortto
drY up funding and encourage a peaceful resolution in the region, numerous businesses,
00 Ieeges and nineteen other States have ecided to divest moniey that Is currently invested

In thé'region.

1am wrltm%today to find out if the Permanent Fund Corporation %IVGS anIy consideration
to some of fne far’reaching |m#_acts of the corporation’s investments. While I'm acutely
aware that it would be very difficult, if pot impossible, to stop investing in any compary
that ma Rromoteamoralyquestlonable activity, 1am particularl méerested in knowing
whether the Pe_rmaperg Fund Corgorauon has evgr discussed or consiered any
divestment action Tor HusINesses operating In Sucan.

The nineteen states that have divested in the region have found no noticeable effects on
their returns when the divestment has been targeted only against the companies and funds
that have explicit links in the region roughly Two dozen companies in tofal,

Furthermore, the potential positive effects of divestment are large.  In addition to

dl_scoura%mg business interests from opening in the region, it can also force companies
with existing Investments to take a firm stance against government-sponsored genocide.

Please let me know if the Permanent. Fund Corporation has considered divesting from
Interests that are active in Sudan, or if the issue will be taken up in the future.

January-May State Capitol « Juneau. Alaska 99501 « (907) 465-3892 « 1(866) 465-3892 « Fax (907) 465-6595
June-December 716 West 4th Avenue - Anchorage, Alaska 99501 « (907) 269-0234 « Fax: (907) 269-0238
Senator Hollis_French,9le"is slate ak us



-Miiska Permanent Fund Corporation

I’0 Rox 115500 Juneau AK CUS11 "Still
It ("07) 4tre» 21147 + Rax 4rv>-1574
w ww.apfc.ortf

December 19, 2007

Senator Hollis French
Alaska State Capitol

Room 417
Juneau, AK 99801-1182

Senator French -

Since shortly after its inception, the Alaska Permanent Fund Corporation Board of
Trustees has regularI%/ been urgi(ed to employ divestment policies. for a numper of
reasons.Labor unions have asked that we not invest in companies currently
undergoing labor strife; conservative groups have asked that we not invest in
companies. that do husiness with communist countries; religious groups and health-
conscious individuals have guestioned the morality of our investment in alcohol and
tobacco companies; when the movie Silkwood came out, guestions were raised about
why we were_ invested In Kerr-McGee; and as political activity in South Africa became
more repressive, ?ur mafestments In multinational firms which do business in that

country were challenged.

The JJosition of the Board has been two-fold: first that state law Rrohibits the Board from

divesting of assets for non-fiduciary reasons, and second, that the Board does not

Su Iport_apohcy of this kind. While the Board understands that the Leqlslat_ur_e has the
ogative to place a divestment policy In statute, they do not believethat it is the best

E{)urs ofacUoleor tﬁe State’s Investnient ?un S.

| know that you take a pragmatic and thougfhtf_ul approach to every issue that comes
before Qﬂ. Aﬁ gl?u think dbout the Issue Of divestment, | would respectfully ask that
you conisider thé following:

e Enacting a divestment ollc¥would represent a significant shift in the mission
that the Legislature laid out for the Permanent Furd in 1980. No matter how
mingr the effect, the. Fund would be_sh_lﬁ?d awazfrom purely investing for
maximum return while protecting principal, to investing for social policy. Inthe
past, when asked this question {South Africa and tobacco are two sulijects of



» legislation that we are aware of) the Legislature has chosen not to change the
mission of the Fund.

e As you mentioned in your letter, it would likely be impossible to divest from every
company that may promote a morally questionable activity. But the Legislature
will have to face this question if you pass a divestment bill on any subject.
Legislatures that have recently passed divestment bills are now being presented
with additional requests for divestment. This is not a reason that we shouldn’t
divest, but you should be prepared for the effect of opening the door to social
investing.

e The states that have enacted Sudan divestment legislation have only done so in
the last year to two years, and many are still in the process of implementation. |
think it is too early to determine whether or not there has been an impact on their
returns, management costs or outcomes in the Sudan.

* While the process seems easy from the outside, simply selling the shares of a
handful of corporations, it is more complicated. Model legislation that we have
seen Will impact (at a minimum) more than one third of the Fund’s managers.
These managers not only will have to divest of shares that they own, but every
day will have to consult with the APFC to determine which shares they may not
purchase. Itwill bring research, monitoring and investment costs. And it could
cost us some managers who are unwilling to customize their investment style.

This is a weighty question, and we appreciate the compassion that is driving it To pass
divestment legislation will permanently change the investment practices of the
Permanent Fund, and so we have provided the issues listed above for your
consideration. Please let me know if you wish to discuss this further.

Qinparalv/

Michael J. Burns
Chief Executive Officer
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Targeted Divestment of C ompanies O perating in S udan

from A laska Public Funds

Prepared for Representative Bob Lynn
By Daniel Lesh, Legislative Analyst

You asked about state economic sanctions against the government of Sudan via the divestment
of public assets in qualifying companies. Specifically, you asked for a review of U.S. state laws
related to divestment from Sudan and an analysis of the effects of a “targeted divestment" law on
the State of Alaska with respect to the Alaska Permanent Fund. Alaska Retirement Management
Board's funds, the Constitutional Budget Reserve Fund, and all other Alaska state funds.

Summary

Currently, a total of 34 states have adopted or are considering implementing policies to divest
state assets from Sudan, where the U.S. Congress has declared that the genocide of minorities is
taking place. Twenty of these states have enacted divestment policies. By our calculation,
investments within the Alaska Permanent Fund totaling $35.6 million, or 0.01% of the fund's total
value, would be subject to divestment if Alaska adopted targeted divestment legislation.
Divestment of these assets would be accomplished over a two-year period and would incur
additional administrative costs. The direct impacts of divestment on the state's investment
earnings as well as on targeted companies are debatable, but in both cases would likely be

minimal.

Status of State Divestment Legislation

Currently, at least 34 states have adopted or are considering implementing policies to divest state
assets from Sudan, where the U.S. Congress has declared that the genocide of minorities is
taking place.l Lawmakers in 16 states have enacted laws that require state investment funds to
divest of holdings in some or all companies operating in Sudan. Four additional states have

1Data on slate legislation from LexisNexis and Sudan Divestment Task Force's report "State of Sudan Divestment"
(Attachment A) House Concurrent Resolution 467, declaring the atrocities in Sudan to be genocide, was passed on June

24*. 2004
907-465-3991 ~ Alaska Legislature State Capitol
907-465-3908 (lax) Legislative Research Services Juneau, AK 99801

w3 |€Qis state ak.us/laa/research/research php



adopted similar policies through their executive branches.7 Louisiana and Maryland, respectively,
have weaker laws that encourage and allow divestment or encourage divestment and prohibit
future investments. Lawmakers in another eleven states are considering measures that address
divestment from Sudan. In addition, the U.S. Congress is currently considering the Sudan
Accountability and Divestment Act (SADA), which would authorize, but not require, state and local
governments to divest from companies operating in Sudan and would prohibit granting new
federal contracts to such companies.3 In Table 1, we detail the status of state legislation related
to divestment of public assets from Sudan.

The laws and pending legislation listed in Table 1 generally follow one of two divestment models.
Of the 34 laws and pending measures, 18 follow a “targeted divestment" approach that applies
only to specific types of foreign companies operating in Sudan.4 This approach relies on the
creation and maintenance of lists of companies that are deemed to be supporting genocide in
Sudan.b Most of the targeted companies operate in Sudan’s oil industry and pay taxes and
royalties that fund the Sudanese government. States that do not follow a targeted divestment
approach prohibit investments in any companies operating in Sudan, though generally with an
exception for humanitarian and some other types of organizations. A number of states (Florida,
Georgia, Kentucky, Louisiana, and Missouri) also include other countries, such as lIran, North
Korea, and Syria, in their legislation. As you may know, no domestic companies are affected by
these divestment laws, as U.S. companies are prohibited from operating in Sudan by federal
executive orders dating from 1997.6

3In Nevada executive and legislative leaders have urged stale pension fund managers to enact a targeted
divestment from Sudan bul no action has been taken

5’his bill, H R. 180. has passed the House, and on October 17". 2007, passed out of the Senate Committee on
Bankir j. Housing, and Urban Affairs It partially addresses constitutional concerns raised by President Bush and a US
District Court decision that struck down a 2005 divestment law in lllinois Recently, lllinois passed new divestment
legislation to address the court's concerns.

4I'argeted divestment is advocated by the Sudan Divestment Task Force (SDTF), the leading advocacy organization
on this iscue. According to the SDTF, fourteen states have adopted versions of its model legislation on targeted
diveslment We include this model as Attachment B and apply its provision to Alaska in this report. We include an
example of non-targeled divestment legislation from lllinois as Attachment C.

4n this report, we use the Sudan Divestment Task Force's list of targeted companies, which is available at

http:/www sudandivestment org/reportrequesl asp, to screen Alaska state funds.

6 Executive Orders 13067 (1997). 13400 (2006), and 13412 (2006)
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Table 1: Status of State Legislation Related to Divestment of Public Funds from Sudan
1 Citation I Pending Legislation

State

fameteddivestment legislation

California Cal. Gov. Code § 7513.6 (2007)

Colorado Colo Rev. Stat. § 24-54.8-100 (2007)

Florida Fla. Stat. §215.473 (2007)

Hawaii Act No. 192, Session Law 2007

Indiana Ind. Code Ann. 8§ 5-10.2-9

lowa Chapter 10a, Session Law 2007

Kansas Kan. Stat. Ann. § 74-4923 and 74-4960 (2007)

Minnesota Minn. Stat. 8§ 11A.243 (2007)

New York13l Executive Branch Policy

North Carolina Session Law 2007-486

Rhode Island Chapter 93, Session Law 2007

Texas Tex. Gov't Code Ann. § 806.001 (2007)

Vermontll’ Executive Branch Policy

Kentucky HB 25

Michigan SB 0555, HB 4854

Ohio SB 161

Pennsylvania HB 1140

Wisconsin AB 124, SB 57

Non-targeted (blanket) divestment legislation

linois'0L Public Act No. 95-521, Session Law 2007

Maine Me. Rev Stat. Ann ftit. 5. 8§ 1956 (2007)

Massachusetts Mass. Gen. Laws Ann. ch. 32, § 23 (2006)

New Jersey N.J. Stat. Ann. 8§ 52:18A-89.9 (2007)

Oregon ORS§ 293.811-817 (2006)

Delaware SB 9

Georgia HB 256, SB 199

Non-bIndIng measures encouraging divestment

Arkansas"ll SCR 20 & Executive Branch Policy

Connecticut*l Conn. Gen. Stat. § 3-21e (2007) & Executive Branch Policy

Louisiana La. Rev. Stat. Ann. 8§ 11:312 (2007)

Nevada'*5< Executive Branch Policy

Maryland"” Md. Code Ann. § 21-123.1 (2007)

Missouri HCR 32

New HambDshire© L.S.R. 2506

Oklahoma HR. 1026

Wyoming HB 245

NOTES: (a) New York slale comptroller adopted a targeted divestment policy
0) Vermont's pension fund has enacted a targeted divestment from Sudan
Z) This law amended the stale's 2005 law. which was found unconstitutional

|d| Legislation is non-binding but the state has divested significant assets
e; Nevada's governor and legislative 'eaders urged the state's pension fund to adopt a targeted dive:tment policy but no action has been taken,

if flaryland law encourages divestment and prohibits future investments in all companies with operations in Sudan
'3; A bill was filed on October 3rd. but not has not been introduced, no details are available at this time
SOURCES: LexisNexis. Sudan Divestment Task Force's report "State of Sudan Divestment,” which is available at

ntlp //www.sudandivestment org/docs/state_of"sudan_divestmentpdl and we include as Attachment A
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Targeted Divestment of Alaska State Funds

By our calculation, at the writing of this report, the balances of all state invested assets total
approximately $67 2 billion.7 Of these investments, a very small portion would be subject to
divestment under a targeted approach.8 Of the S37.8 billion in the Alaska Permanent Fund, we
calculated that a maximum of 535.6 million (less than 0.1%) would require divestment (Table 2).
We screened the Alaska Retirement Management Board’s investments and did not find any
holdings in companies targeted for divestment. We did not screen state funds outside the
investment authority of the Alaska Permanent Fund Corporation or Alaska Retirement

Management Board.

Table 2: Alaska Permanent Fund Stock Holdings Subject to Divestment

Company Market Value Country
WEATHERFORD INTL LTD BERMUDA 5 20,157,7631Bermuda
ALSTOM 5 6,883,272 France
PETROCHINA CO HKD 0.1 S 2,375,614, China
WEATHERFORD INTL LTD 5 2,156,4781Bermuda
PETROFAC LTD USD O 5 1,091,701 UK
DONGFENG MOTOR GRP CO LTD-H S 1.084,951 China
WARTSILA B EUR 3.5-METRA OYJ ABP 'B'ORD EUR3.5 S 778,410'Finland
WEIR GROUP PLC (THE) 5 508.336Tuk
MITSUI ENGINEERING +SHIPB JPY 50.0-& SHIPBUILDING Y50 S 401,628 Japan
LUNDIN PETROLEUM AB S 74,408 Sweden
CNPC HONG KONG LIMITED 5 63.335 Bermuda

TOTAL $ 35,575,896

NOTES: Holdings subject to divestment determined using lhe Sudan Divestment Task Force's (SDTF) divestment lists
Some of the stocks listed above may be indirect holdings in actively manned investment funds, which are exempt from j
,divestment under the SDTF targeted divestment model applied in this report

SOURCES: All stock information was obtained on October 30, 2007, from lhe Alaska Permanent Fund Corporation's

website at Nttp /avww ap!C orgfinvestmenls/stocks cim?us=show&inl=show

These funds include ihe Alaska P 'manen! Fund (S37 8 billion), funds under Ihe fiduciary responsibilities of the
Commissioner of Revenue which include Alaska Retirement Management Board funds ($19 2 billion, including the Public
Employees' Retirement System, Teachers' Retirement System. Judicial Retirement System National Guard/Naval Militia
Retirement System Alaska Supplemental Annuity Plan. Alaska Deferred Compensation Plan. Alaska Defined
Contribution Plant. General Fund and other Non-segregated Investments (GeFONSsl. S4 4 billion). Constitutional Budget
Reserve Fund (S2 7 billion) and other funds (S2 7 billion, including the Public School Trust Fund, Alaska Children's Trust.
Investment Loss Trust Fund Supplemental 3enefits Trust Fund General Obligation Bond Fund, International Airports
Fund. International Airports Construction Fund. Retiree Health Insurance Fund. Power Cosl Equalization Endowment
Fund. Mine Reclamation Fund, and Alaska Sport Fish Construction Fund), and state funds outside the fiduciary
responsibility of the Commissioner of Revenue ($0 4 billion, including the University of Alaska Trust Fund. Alaska Student
Loan Corporation Fund. Exxon Valdez Oil Spill Investment Fund, and Mental Health Trust Reserve Fund). Information on
state funds obtained from Gary Bader. Chief Investment Officer. Alaska Department of Revenue. (907) 465-4399

* Only the portions of funds with publicly-traded equity in foreign companie; would be affected, which for these funds
is typically a small proportion of total investments Furthermore, the targeted approach we apply here includes an
exception (or indirect holdings in actively managed commingled investment funds— the most difficult and expensive type

of fund to customize
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Under the targeted divestment model we apply here, divestment of the assets described in Table
2 would occur over an 18-month period. First, fund directors would be required to notify targeted
companies in which they have direct or indirect investments and allow them 90 days to change
their offending operations in Sudan. Following this 90-day period, funds would have nine months
to divest of 50% of direct holdings and 15 months to divest of their remaining direct holdings. In
many cases, this would require revising current contracts with external asset managers. Funds
are not required to divest of indirect, actively managed holdings." This timeframe is within that
which the Alaska Permanent Fund and the Alaska Retirement Management Board have stated
would be reasonable.10 In addition, a number of ongoing reporting requirements and the
screening of future investments would be required of fund directors.

The increased transaction and administrative costs involved in implementing the steps described
above would probably be the most significant effects of divestment legislation in Alaska. It could
be argued that the performance of Alaska funds might decline following divestment of targeted
companies, but most research suggests any changes would be minimal.”

Due to the nature of the global investment marketplace, it is debatable, but unlikely, that the
divestment of Alaska public funds from targeted companies would have a direct, negative
economic impact on those companies. However, it is not debatable that divestment laws have
drawn considerable press attention and are a significant factor in the ongoing public debate
regarding our response to the genocide occurring in Sudan.

I hope you find this information to be useful. Please do not hesitate to contact us if you have
questions or need additional information.

9F0r more information on Ihe differences between direct and indirect holdings see Sections 2(e). 2(h), and 4(e) in
Attachment B, Ihe SDTFs model legislation.

I)’ersonal correspondence with Laura Achee. research and communications liaison. Alaska Permanent Fund
Corporation (907) 796-1522. We asked Ms Achee how long il would take to divest the assels listed h Table 2. She
slated that most r f the assets could be divested in several weeks with minimized transaction costs In addition, managers
of two accounts that do not allow customization would have to be fired and new manager searches conducted, which
generally require several months Ms Achee expressed concern that these new searches could yield managers that do
not perform as well as current managers Personal correspondence with Gary Bader, chief investment officer, Alaska
Department of Revenue, (907) 465-4399. yielded similar responses to Ms. Achee s. The Alaska Retirement Management
Board would have to review, and possibly revise, contracls with seven asset account managers.

]].Gary Bader, chief investment officer, Alaska Department of Revenue. (907) 465-4399. expressed his belief that
Alaska funds would likely perform worse after divestment, however, Ms Achee at the Alaska Permanent Fund did not
emphasize any similar concern, nor did we find support for Mr Bader s opinion in the academic literature we reviewed (for

more details see page 6 of Attachment D)
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The governrr.en* of Sudan has beer. I'i3foric3 tly
responsive o economic pressure.

US sanctions declared in 1997 caused the Sudanese govemtneni to drop its support for terror and cooperate with the US
on counter-terrorism. The emerging Sudan divestment movement has already caught the attention ol the Sudanese
government, which has spent considerable tir... and energy attacking the campaign, even going so far as to purchase a six
page ad for moie than SI million in the New York Times to counteract the divestment movement. Unlike isolated
countries that tend to shrug off sanctions, the Sudanese government is desperately trying to attract foreign investment.
Threats to these efforts are taken very seriously by Sudan.

Divestment makes genocide .ostly

Under current political and diplomatic pressure the Sudanese government incurs virtually no cost for continuing its
genocide in Darfur, beyond further damage to its image in the West. Divestment, however, forces the Sudanese
government to pay a price for its refusal to restore peace and security to Darfur.

W idespread divestment causes share price depreciation.

While the effect of divestment on offending companies” share prices thus far remains unclear, the divestment movement
is spreading with enormous speed, both in the US and internationally. It is only a matter of time before enough assets
have been divested to actually make a substantial impact on share prices. There is precedent for share price depreciation
vis-a-vis a previous Sudan divestment campaign—Talisman Energy’s share price was estimated to have dmpped roughly

a third on account of the divestment campaign against it.
Foreign direct investment enables the Sudanese government to carry out genocide in Darfur.

Recent increases in foreign direct investment in Sudan, particularly in the oil industry, have disproportionately benefited
Sudan's military and elite. Since oil was first extracted in 1999. Sudan's military budget has more than doubled. It is
estimated that 70-80% of oil revenue is now funnckd into Sudan's military.

The Sudanese government is paying attention to the divestment movement.

The Sudanese embassy authored a press release and an op-ed condemning divestment, and the Sudanese ambassador
actually spoke by phone with activists in an attempt to discourage divestment. The Sudanese government even took out a
six-page ad in the New York Times this past March extolling Sudan as a peaceful country worthy of foreign direct

investment
Companies in Sudan are afieady responding to shareholder pressure.

CHC Helicopter Corporation, the world's largest provider of helicopter services to the global offshore oil and gas industry
and previously a highly scrutinized company in Sudan, recently ceased all business operations in Sudan for the indefinite
future after substantial levels of inquiry from a range of concerned investors. Another firm operating in Sudan and an
S&P 500 company, Schlumberger. which provides oil-field services to the major oil consortiums in Sudan, has committed
to reinforcing its existing outreach programs by implementing sujstantial humanitarian programs to reach marginalized

populations in the country.

Also this year. Rolls Royce PLC. which sells oil-engineering equipment, announced its decision to leave Sudan citing
"increasing international humanitarian concerns about the situation in Darfur." Additionally, Swiss power giant ABB
announced its decisio | to suspend all non-humanitarian operations in Sudan-a decision in which divestment played a
partial role. Shortly thereafter, one of Germany s largest companies. Siemens, pledged to pull out of the country, also
citing the pressure created by divestment as a factor.
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Some American firms exempted from US sanctions, including Xerox and 3M, have decided to curtail all non-
humanitarian operations in the country. Companies have also begun to go so far as to list the divestment movement as a
potential concern on SEC filings. Finally, in a clear sign of concern, companies tied to Sudan have spent increasing
amounts on political contributions to Congressional leaders who are supporting Sudan divestment legislation.

Sudan divestment keeps the media focused on Darfur.

Divestment continues to keep Darfur in the public eye and sends a clear message to both the Federal government and the
international community that the crisis warrants attention. Additionally, the divestment campaign highlights the role that
foreign corporations and governments play in sustaining the genocidal policies of the government of Sudan. Coverage for
divestment has appeared in the New York Times, Wall Street Journal. Washington Post. International Herald Tribune. LA
Times, BBC, Financial Times, NPR, Christian Science Monitor, and many other media outlets. See

wwvv sudaiidivestinent.org/iiuhenews.asp for a representative listing.

Targeted Divestment: Supported by Foreiyn Policy and Financial Experts

Prominent foreign policy experts and think tanks which do not classically support blanket sanctions, including experts
from the International Crisis Group, Harvard University, the Heritage Foundation, and former UN Envoy to Sudan, Jan
Pronk, have all endorsed targeted sanctions, including divestment, on the Sudanese regime calling it a critical tool for
influencing the behavior of the Sudanese government and bringing long-term peace and security to the region. In March
2007, the Associated Press reported that opposition leaders in Sudan have also expressed support for targeted sanctions
on the Khartoum government. Finally, a number of Sudan expens from around the globe have pointed *o targeted
divestment as a financially prudent strategy for helping to stop genocide in Darfur.

International <Tisis Croup
"The (targeted Sudan divestment] campaign should be encouraged, including by naming and shaming

companies, and copied in other countries."”

Roberta Colun Senior Advisor, ihe Brookings Institution

"In the view of some analysts, divestment campaigns may prove more effective than sanctions Rolls Royce's
withdrawal from Sudan this past year reportedly surprised the government and affected the import of needed
machine parts The Sudanese government has publicly urged an end to divestment actions, underscoring the

potential sting of their impact.”

<,\ Human Rights Council
"...the General Assembly should call upon all UN institutions and offices to abstain from entering into business

transactions with [foreign companies that have an adverse impact on the situation of human rights in Darfur)."

Joseph Slight/ - Nobel Prize Winner and Trustee of Amherst College
"The government does not have a he. vy development agenda-it's not as though the government is busy building
schools in Darfur. It's a pretty clear case of this money being used against the government's own people."”

Alfred lahan, editor of the independent newspaper, the Khartoum Monitor
"[Sudanese officials are) very worried about such sanctions They get a lot of money from these companies."

A Coalition 15 former European. Canadian, and | S foreign Ministers
"1f by the end [of 2006[, Mr Bashir still refuses or, more likely, continues pretending to agree one day and saying
no the next, he should pay a stiff price. That price should include...measures to target revenue from Sudan’s oil

sales."

For a full report on the efficacy of targeted divestment and complete references, visit

www.sudandivestment.org/position.asp.
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