

Divestment Task Force
Minutes
City Hall, Conference Room 12
November 12, 2015
8:30-10:00 a.m.
Present: Munir Kasti/BERS Board, Class B Representative; Benjamin O'Brien/BERS Board Class A Representative, Fire; Ben Rinehart, City Council Appointment; Jeffrey Wick, BERS Board/City Council Appointment; Selene Colburn, Committee Chair/City Council East District (by phone); Jennifer Green, Sustainability Coordinator, City of Burlington/Committee Staffer 
Absent: Bob Rusten, CAO, City of Burlington/BERS Ex-Officio; Kurt Wright, City Council Ward 4

Also present: Austin Davis, 350.org VT staffer and member of the public

10/22/15 minutes tabled until time for further review.  
Satya Rhodes-Conway, Managing Director of Mayor’s Innovation Project, dialed in to share divestment experience from different cities.  Acknowledged long history of working with Burlington. Mayor’s Innovation Project helps cities understand what divestment means, connects cities with peers working on divestment, and believes in a strong moral and financial argument for divestment.  
Noted growing number of approaches and options—some cities are divesting from coal, others from those listed on Carbon Underground 200, and others somewhere in-between.  Innovation Project inclined towards Carbon Underground 200 divestment, but not here to give investment advice—only to state options.  
An increasing number of cities have committed to divestment—Satya is aware of 21 that have pensions via the state and have made a commitment to divest; there is also a growing number of committed cities who control pensions (Boulder; Berkeley; Northampton; Oakland; Concord, MA; Ann Arbor; Portland, OR; Cambridge; Washington, DC; New London, CT; Seattle; Providence, RI).  

Seattle – first one and perhaps most complicated.  Mayor made public commitment and divested city holdings under his control.  In 2014 he asked retirement board to work towards further divestment, but there have been no changes to fund yet.  City is getting mixed messages from consultant and committee about rate of return.  

Word of caution: it is possible to get bad advice, as many financial consultants do not know about the financial implications of divestment.  Large swath of the financial community is not versed on the topic. 
San Francisco – $15 billion pension fund, with $560 million in fossil fuels (2013).  Board of supervisors passed a resolution encouraging divestment in 2013; in 2014, city bought $100 million in a fossil free index fund.  Fossil free divestment is doing better—city is taking a phased approach. 
Lesson: No city is going for immediate divestment—most are phasing in over a period of time.  Most common approach is to start with no longer buying fossil fuel investments and then begin selling off fossil fuel investments over time. 
New London, CT – pension committee voted to divest their $44 million fund—although only a small portion is in fossil fuels.
Providence, RI – $282 million in total portfolio; in July 2015, city completely divested from the top 15 coal companies, or .2% of their total portfolio.
Washington, DC – without a formal policy, city divested $19 million from Carbon Underground 200 in 2015; they plan to eventually move entirely out of fossil fuel holdings. 
Of the Carbon Underground 200, the top 15 are emerging market coal companies.  Perhaps 10% of BVT’s $150 million portfolio is in emerging markets; thus, it is very unlikely that there is any investment in top coal companies.  As such, it is likely that BVT is already not invested in Indian or Chinese coal markets. 

Madison, WI – didn’t have pension fund invested in any of the Carbon Underground 200 companies, so it was an easy win for the City Council to pass divestment policy. 
Examples of other types of divestment (i.e. cars or sugar)?  Satya notes cities with a history of socially responsible investing also adopting fossil fuel divestment.  For example, cities that divested from South Africa and Sudan, or from tobacco, are more likely to look at fossil fuel divestment.
Divestment Committee wants information on how these divested pensions are being managed and what the cost is for small cities.  Satya acknowledges that smaller cities are more likely to invest in pre-existing tools. San Francisco and other large cities can afford more active management.  But states that all cities are getting some sort of advice; there is no city completely managing in-house. 
Satya will facilitate connection with other cities and financial professionals.  Call over. 
Selene describes how Evaluative Criteria moved through City Council on Monday, 11/9/15 with no discussion.  Memo is now ready to go to BERS, with Selene offering to present.  
Next steps:

Group drafts a list of questions to share with Satya. Questions will assist in the creation of a table/matrix of 10 comparable cities.  Matrix will be discussed at 12/10/15 meeting. 

LIST OF QUESTIONS FOR COMPARABLE CITIES:
1. What is the city divesting from?  Carbon Underground 200?  How does the city define fossil fuel divestment?

2. What is the status of the pension?

3. What is the size of the pension?  What is the targeted rate of return? 
4. Is the city perusing an index strategy or a more active management strategy?  If active, how are costs kept down?   
5. What is the management fee structure?  The range of basis points?

6. What is the divestment strategy?  What steps have been taken?  Is a phased-in approach being applied?  If so, what is the schedule?  How are things progressing?  What has worked?  What hasn’t?

Eric Becker, CIO, Clean Yield will speak at 12/10/15 meeting on financial risks associated with stranded carbon assets, etc.  

Selene calls for motion to adjourn; Jeff, Munir seconds.  All in favor. 
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