[image: image1.emf]OFFICE OF THE STATE TREASURER







MEMORANDUM 




TO: 

Hon. Denise L. Nappier








Treasurer

FROM: 
Shelagh P. McClure
                        Director of Compliance


DATE:   
May 1, 2013
SUBJECT:
Sudan 
and Iran
________________________________________________________________________
The purpose of this memo is to report on the status of our Sudan and Iran initiatives.  Pursuant to Conn. Gen. Stat. §§3-21e and 3-13g, the Treasurer is required to report at least once per fiscal year to the Investment Advisory Council on actions taken under each of these statutes. 
Sudan

On June 1, 2012, the Treasurer approved divestment from and prohibition on direct investment in the following companies including their majority-owned subsidiaries, each of which is in the weapons sector and has been reported as providing military equipment to the Government of Sudan:

AviChina Industry and Technology Ltd.
Jiangxi Hongdu Aviation Industry Ltd.

China North Industries Corporation
At the time of the decision, CRPTF had no holdings in any of the companies. 
The CRPTF’s Sudan Restricted Company List (rev. 6/2013) is attached as Exhibit A.
No additional direct engagement was undertaken in the past year.  However, as a member of the Conflict Risk Network (CRN), we monitored CRN’s engagement with Caterpillar, Inc. based upon the company’s disclosure that non U.S. subsidiaries had sold equipment to the Government of Sudan or entities controlled by it. The New York State Comptroller’s Office, on behalf of the New York State Common Retirement Fund, has filed a shareholder resolution calling upon Caterpillar to take additional steps to ensure that its products are not sold to the Government of Sudan or entities controlled by it, and to report to shareholders by December 2013 on its progress in implementing this goal. A copy of the resolution is attached to this report as Exhibit B. 
Iran

In the 2011 Legislative session, the Connecticut General Assembly amended Conn. Gen. Stat. §3-13g, Connecticut’s Iran statute. The amended statute directs the Treasurer to review the holdings of the CRPTF for companies doing business in Iran and undertake engagement with such companies.  The amended statute provides for a process similar to Connecticut’s Sudan law, establishing criteria for the Treasurer to use to evaluate companies with Iran business activities and authorizes actions up to and including divestment if warranted.  Also similar to the Sudan statute, there is federal law, the Comprehensive Iran Sanctions, Accountability and Divestment Act (CISADA), which endorses state Iran divestment laws by specifically exempting such laws from federal preemption, but only to the extent the state law is directed to companies in Iran’s energy sector.
Action Taken

In 2012, the Treasurer sent letters to 15 companies reported to be doing business in Iran’s energy sector. In the past year, U.S. and international sanctions have made it increasingly more difficult for companies to do business in Iran without violating one or more provisions of the sanctions regime.  As a result, many companies have withdrawn or announced their intention to withdraw from Iran, including some of the companies contacted by the Treasurer. 

Based upon the responses received and/or other publicly available information, on April 2, 2013 the Treasurer approved the recommendation that the CRPTF divest from and restrict future direct investment in the following six companies actively engaged in business in the energy sector in Iran, including their wholly-owned and majority-owned subsidiaries.  CRPTF holdings, if any, as well as market value as of January 31, 2013, are indicated in parentheses following the company name:

CHINA NATIONAL OFFSHORE OIL CORPORATION (CHINA OILFIELD SERVICES LTD.) (949,900 shares common stock, market value $2,057,678)

DAELIM INDUSTRIAL CO. LTD. (no holdings)
INDIAN OIL CORPORATION LTD. (IOCL) (no holdings)
OIL INDIA LTD. (no holdings)
PETROLEOS DE VENEZUELA S.A. (corporate bonds par value 25, 907,302, market value $23,336,581)

SASOL LTD. (117,645 shares common stock, market value $5,099,342)

The total market value of CRPTF holdings as of January 31, 2013 was $30,493,601. Of the six companies, only Sasol responded to the Treasurer’s correspondence. The company’s own statements as well as information from other public sources indicated that the company continued to do business in Iran, despite public statements of its intent to withdraw.  The five other companies did not respond to the Treasurer’s inquiry, which is a factor the Treasurer may consider when deciding whether divestment is warranted. 
Pursuant to Appendix C, Section 1 of the Investment Policy Statement, CRPTF managers were notified of the Treasurer’s decision to divest and prohibit future direct investment.  Managers holding securities of any of the restricted companies were given 120 days to complete divestment and provide a report to CRPTF. In addition, pursuant to federal law, the United States Attorney General was notified of the Treasurer’s decision. 

Follow up engagement is planned with two companies, INA and Mitsui & Co. Ltd., each of which responded to the Treasurer’s inquiry and each of which stated that it was conducting only limited activities in Iran related to prior contracts.  The other seven companies contacted by the Treasurer have withdrawn from doing business in Iran or are in the process of doing so.
The IRAN RESTRICTED COMPANY LIST is attached as Exhibit C.
EXHIBIT A
SUDAN RESTRICTED COMPANY LIST
(rev. 6/2012)
Pursuant to Conn. Gen. Stat. §3-21e, the Office of the Treasurer prohibits direct investment in the following companies:

Bharat Heavy Electricals Ltd. (BHEL)
China Petroleum and Chemical Corp. (Sinopec Corp.)
CNPC (Hong Kong)

Dongfeng Motor Corporation 

MISC Bhd
Nam Fatt Corp.

Oil and Natural Gas Corp. (ONGC)

PECD Group

PetroChina Co. Ltd.

Petronas Capital Ltd.
Sinopec Shanghai Petrochemical Corp.

Sudan Telecom (Sudatel)

Wartsila Oyj
Added June 1, 2012
AviChina Industry & Technology Ltd. **


Harbin Dongan Auto Engine Co.


Hafei Aviation Industry Co.

China North Industries Group


China North Industries Corporation a.k.a. NORINCO **


NORINCO International Cooperation Ltd.


Liaoning Huajin Tongda Chemicals Co. Ltd.


Sichuan Nitrocell Co. Ltd.


China North Optical-Electrical Technology Co. Ltd.


AKM Industrial Co. Ltd.

Jiangxi Hongdu Aviation Industry Ltd.
Exhibit B
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Exhibit C
IRAN RESTRICTED COMPANY LIST

(04/05/13)

Pursuant to Conn. Gen. Stat. §3-13g, the Office of the Treasurer prohibits direct investment in the following companies:

China National Offshore Oil Corporation including its subsidiaries:


China Oilfield Services Ltd.


China Bluechemical


Offshore Oil Engineering Co.


CNOOC

Daelim Industrial Co. Ltd.

Indian Oil Corporation Ltd. (IOCL)


IBP Co. Ltd.


Chennai Petroleum Corp. Ltd.


Lanka Ioc plc


Bongaigaon Refinery & Petrochemicals

Oil India Ltd.

Petroleos de Venezuela S.A.


Ca La Electricidad de Caracas

Sasol Ltd.


Polifin Ltd.
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