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September 16, 2020 

 

Ms. Marcie Frost 
Chief Executive Officer 
CalPERS 
400 Q Street 
Sacramento, CA 95811 
 
Re: CalPERS Coal Holdings 

Dear Ms. Frost, 

Thank you for your response to Fossil Free California’s report, CalPERS Continues to Invest in Coal. 
We appreciate having a direct exchange, believe it will be helpful for all of us, and hope it can continue. 
Beneficiaries and the public in general are also well served by a public dialogue on the crucial matter of 
financial support for fossil fuel companies given the perilous state of our planet. (See, e.g., Andrew 
Sheeler, Is CalPERS Still in Coal?, Capitol Alert, Sacramento Bee, September 15, 2020; Ella Milburn, 
CalPERS rebuts criticism of its $6.5bn coal holdings as “baffling,” Responsible Investor, September 16, 
2020.) 

Both CalPERS and Fossil Free California (FFCA) share a deep concern about the unfolding global 
climate catastrophe, though we have different theories on how best to respond to that crisis. As you 
noted in your letter, CalPERS bases its theory on shareholder engagement, advocating nationally and 
internationally for a regulatory and policy framework to achieve the goal of limiting global warming to 
1.5 degrees Celsius, and integrating climate risk and opportunity throughout the portfolio. These are all 
important endeavors and CalPERS’ leadership on these matters is significant.  

As you are undoubtedly aware, FFCA disagrees that these measures are sufficient, by themselves, to 
bring about the needed changes in the necessary timeframe. However, with regard to our Coal Report, 
our respective general views on how to save the planet from the worst impacts of climate change are not 
the point. Rather, we make a number of points specific to coal but you address only one, regarding the 
three SB 185-qualifying coal companies. We request a response beyond those coal investments that 
might come under legal scrutiny.  

Fossil Free California works to end financial support for climate-damaging fossil fuels,  
and to promote a just transition to a low-carbon economy. 
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As to SB185, your letter states that the Board will review its SB185 coal divestment next year. We 
believe that beneficiaries, the Legislature, and the public deserve answers before that, given the millions 
of dollars CalPERS holds in the three SB185 companies as well as the billions in the total coal value 
chain. The need for earlier review is especially relevant given that many investors are fleeing coal, and 
the value of the sector is declining precipitously compared to the rest of the S&P 500. When the review 
does occur, we request that the Board discuss the questions FFCA asked in our letters to the Board of 
June 12, August 18, and September 7 of this year. These questions include the following: Did CalPERS 
staff make the decision to double investments in Exxaro without informing the Board? Did CalPERS 
provide a framework including deadlines for completing the transition work mandated by SB 185? Did 
the companies ever provide further documentation regarding a shift away from thermal coal pursuant to 
their original plans? Are there any new acquisitions in which the company’s coal share of revenue 
exceeds the 50% threshold? 

FFCA has focused on the financial case for divestment from fossil fuels for several years and does the 
same in this Report on coal. We do this because we recognize that CalPERS, or rather the CalPERS 
Board, has a fiduciary duty to administer the fund for the purposes of providing benefits to participants 
in its retirement system and defraying reasonable expenses of administering the system. Your response 
did not address our analysis and arguments making the financial case for coal divestment. Is CalPERS 
staying invested in coal in an attempt to pressure coal company executives and reform the coal industry? 
Probably not, as this seems contrary to CalPERS’ divestment policy. 

We are at a genuine loss in trying to understand CalPERS’ recent increased investments in the thermal 
coal value chain. While we appreciate the opportunity to meet with Ms. Simpson at some point, we are 
familiar with CalPERS Investment Strategy on Climate Change. More immediately, we request a 
meeting with Mr. Bienvenue or other members of the investment staff who can explain why CalPERS 
remains so wedded to coal given the sharp decrease in value of this sector, which the pandemic has 
accelerated. 

In your September 13 letter you described as “baffling” our conclusion that CalPERS has “done nothing 
to improve” since 2017 given all of CalPERS work on engagement, advocacy and integration. This is 
baffling only because the quote is out of context. The complete sentence in the Report is “CalPERS has 
not followed the spirit of the SB 185 legislation; its coal investment policy fails both its current and 
future beneficiaries; and it has done nothing to improve that policy since 2017.” We stand by this. We 
did review the correspondence between CalPERS and Adaro, Banpu, and Exxaro attached to CalPERS 
July 2017 Public Divesture of Thermal Coal Companies Act Report to the CalPERS Legislature and 
Government. Then we reviewed the Annual reports and websites of Banpu, Adaro and Exxaro, which 
demonstrated that all three remain committed to coal as their primary source of revenue. Moreover, the 
current continued large coal share of revenue of each of the three companies belies whatever promises 
they make. 
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The Coal Report also described the unique climate-damaging properties of coal among fossil fuels and 
the IPCC’s conclusion that 61 to 78 percent of coal must be phased out by 2030. This point also went 
unaddressed in your response. According to your letter, CalPERS is relying on engagement through the 
Climate Action 100+, its goal of net zero emissions by 2050, and commitments by various coal industry 
companies to decarbonize. With coal, though, this strategy is simply too late, due to the science of 
global warming. 

Moreover, we disagree that CalPERS engagement is delivering measurable results within the earth’s 
timeframe. As noted in CalPERS SB964 report, CalPERS Approach to Addressing Climate Change 
Risk, while 70% of the Climate Action 100+ companies set long-term emission targets, only 9 percent of 
them have targets that are in line with the goals of the Paris Agreement. You also argue that divestment 
transfers, rather than mitigates, risk. This is a complex issue and one that we would like to discuss with 
Ms. Simpson in the future. For now, suffice it to say, when the risk is financial – whether due to the 
markets, the pandemic, climate change and/or other causes - CalPERS retirees should not have to bear it. 

I appreciate that as a large organization, CalPERS has a yearly and multi-year calendar of programs to 
accomplish its multiple missions. Yet, as we exchange letters, we, along with millions of others, are 
choking on smoke and watching in horror as the West Coast burns amidst unprecedented heat waves in 
the midst of a long-term drought. The time to act on the climate cataclysm is now. FFCA urges the 
CalPERS Board to exercise its fiduciary duty by recognizing that the climate catastrophe requires 
emergency measures rather than five-year plans, and that neither current nor future beneficiaries are 
served by CalPERS’ continued investment in the most toxic of fossil fuels. 

We look forward to meeting with CalPERS investment staff and our continued dialogue. 

Sincerely, 

Sara Theiss 

Board Member, Fossil Free California 
STheiss@fossilfreeca.org 

cc: Board of Administration 
Ms. Anne Simpson  
Mr. Dan Bienvenue 
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