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Executive Summary 
This report is provided by the California Public Employees’ Retirement System (CalPERS) 
pursuant to the requirements of Government Code § 7513.75, also known as the Public 
Divestiture of Thermal Coal Companies Act (Act). The Act became law effective October 8, 
2015. The Act requires the CalPERS Board of Administration (Board), consistent with its 
fiduciary responsibilities, to identify, engage, and potentially divest from companies meeting the 
definition of “thermal coal companies” as identified by the Act.  
 
In 2015, CalPERS identified approximately two dozen companies in the CalPERS public asset 
investment universe as potentially meeting the definition of a “thermal coal company” as 
specified in the Act. Following the October 19, 2015, Investment Committee meeting, CalPERS 
prohibited new or additional investments in the identified companies and began engagement 
activities. In May 2017, the Investment Committee (Committee) of the CalPERS Board 
evaluated the outcome of engagement activities undertaken per the requirements of the Act, as 
well as the investment performance and risk considerations of the identified companies, and 
implications for the portfolio. The Committee considered the following: 
 

 Three companies had indicated plans to adapt their business models in consideration of 
clean energy generation (such as through a reduction of thermal coal mining revenues), 
and were exempt from the divestment requirement of the Act 

 
 Fourteen companies failed to indicate applicable business plan adaptations, or failed to 

respond to CalPERS engagement efforts and were subject to divestment per the 
requirements of the Act 

 
 Although CalPERS had no holdings to divest, an additional eight companies were 

identified as subject to the Act 
 
All applicable holdings were divested in advance of the July 1, 2017 deadline specified by the 
Act.  
 
Additional information on the requirements of the Act, and the required reporting is available in 
the following pages. 
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The Act 
The Act added § 7513.75 to the California Government Code, to read:  
 

(a) The Legislature finds and declares all of the following:  
 

(1) The combustion of coal resources is the single largest contributor to global climate 
change in the United States.  
 

(2) Climate change affects all parts of the California economy and environment, and the 
Legislature has adopted numerous laws to mitigate greenhouse gas emissions and 
to adapt to a changing climate.  
 

(3) The purpose of this section is to require the Public Employees’ Retirement System 
and the State Teachers’ Retirement System, consistent with, and not in violation of, 
their fiduciary responsibilities, to divest their holding of thermal coal power as one 
part of the state’s broader efforts to decarbonize the California economy and to 
transition to clean, pollution free energy resources.  

 
(b) As used in this section, the following definitions apply:  

 
(1) “Board” means the Board of Administration of the Public Employees’ Retirement 

System or the Teachers’ Retirement Board of the State Teachers’ Retirement 
System, as applicable.  

(2) “Company” means a sole proprietorship, organization, association, corporation, 
partnership, venture, or other entity, or its subsidiary or affiliate, that exists for profit-
making purposes or to otherwise secure economic advantage.  

(3) “Investment” means the purchase, ownership, or control of publicly issued stock, 
corporate bonds, or other debt instruments issued by a company.  

(4) “Public employee retirement funds” means the Public Employees’ Retirement Fund 
described in Section 20062 of this code, and the Teachers’ Retirement Fund 
described in Section 22167 of the Education Code.  

(5) “Thermal coal” means coal used to generate electricity, such as that which is burned 
to create steam to run turbines. Thermal coal does not mean metallurgical coal or 
coking coal used to produce steel.  

(6) “Thermal coal company” means a publicly traded company that generates 50 percent 
or more of its revenue from the mining of thermal coal, as determined by the board.  

 
(c) The board shall not make additional or new investments or renew existing investments 

of public employee retirement funds in a thermal coal company.  
 

(d) The board shall liquidate investments in a thermal coal company on or before July 1, 
2017. In making a determination to liquidate investments, the board shall constructively 
engage with a thermal coal company to establish whether the company is transitioning 
its business model to adapt to clean energy generation, such as through a decrease in 
its reliance on thermal coal as a revenue source.  
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(e) On or before January 1, 2018, the board shall file a report with the Legislature, in 

compliance with Section 9795, and the Governor, which shall include the following:  
 

(1) A list of thermal coal companies of which the board has liquidated its investments 
pursuant to subdivision (d).  

(2) A list of companies with which the board engaged pursuant to subdivision (d) that the 
board established were transitioning to clean energy generation, with supporting 
documentation to substantiate the board’s determination.  

(3) A list of thermal coal companies of which the board has not liquidated its investments 
as a result of a determination made pursuant to subdivision (f) that a sale or transfer 
of investments is inconsistent with the fiduciary responsibilities of the board as 
described in Section 17 of Article XVI of the California Constitution and the board’s 
findings adopted in support of that determination.  

(f) Nothing in this section shall require a board to take action as described in this section 
unless the board determines in good faith that the action described in this section is 
consistent with the fiduciary responsibilities of the board described in Section 17 of 
Article XVI of the California Constitution.  

 
The Act also amended §16642 of the California Government Code to read: 

Present, future, and former board members of the Public Employees’ Retirement System 
or the State Teachers’ Retirement System, jointly and individually, state officers and 
employees, research firms described in subdivision (d) of Section 7513.6, and 
investment managers under contract with the Public Employees’ Retirement System or 
the State Teachers’ Retirement System shall be indemnified from the General Fund and 
held harmless by the State of California from all claims, demands, suits, actions, 
damages, judgments, costs, charges and expenses, including court costs and attorney’s 
fees, and against all liability, losses, and damages of any nature whatsoever that these 
present, future, or former board members, officers, employees, research firms as 
described in subdivision (d) of Section 7513.6, or contract investment managers shall or 
may at any time sustain by reason of any decision to restrict, reduce, or eliminate 
investments pursuant to Sections 7513.6, 7513.7, and 7513.75.  

CalPERS Compliance with the Act 
All applicable holdings were divested in advance of the July 1, 2017 deadline specified by the 
Act. The tables below provide additional information. 
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From: Virach Vudhidhanaseth
To: Pokk, Tiffany
Cc:
Subject: Response to CalPERS from Banpu Public Company Limited
Date: Monday, February 01, 2016 2:27:56 AM

Dear Sirs, 

According to your letter dated January 29, 2016 requesting Banpu Public Company Limited to provide
information regarding our business, we would like to provide responses to your questions as following. 

1. What is the total percentage of revenue that Banpu Public Company Limited generated from mining
thermal coal based upon your most recent reporting period? 

The sale revenue of Banpu based on the latest quarterly financial report (July to September 2015)
consists of revenue from coal mining business 93.1%, revenue from power business 5.6% and revenue
from other business 1.3%. 

2. How is Banpu Public Company Limited transitioning its business model to adapt to clean energy
generation, such as through a decrease in its reliance on thermal coal as a revenue source? 

The company has studied and invested in clean coal technology such as ultra super critical power plant.
In addition, the company has also started investing in renewable power namely solar power business.
The revenue from solar power business will gradually become a significant part of the company's
earnings over the next 4-5 years. 

Should you have any questions or would like to discuss in detail, please feel free to contact me at this
email or by telephone call at  

Regards, 

Virach Vudhidhanaseth
Investor Relations Manager
BANPU PUBLIC COMPANY LIMITED 

www.banpu.com 
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From: Cameron Tough
To: Rhines, Craig
Cc: ; Pokk, Tiffany; ;

Simpson, Anne
Subject: RE: CalPERS Follow Up - Adaro
Date: Thursday, November 26, 2015 12:10:35 AM

Dear Craig,

Here is the link to our 2014 Annual Report: http://www.adaro.com/wp-content/uploads/2015/05/AR2014-English-
for-Web.pdf

I would suggest to at least read the Letter from the Board of Directors, and specifically on page 20 which describes
our Three Engines strategy.

The contribution to group ebitda of coal mining has dropped to 63% from 84% in 2009.  In the future we will have
three engines, with power (not just from coal, but from all manner of energy sources including solar and renewables)
to have the most prominence.

Mikhail, please send the soft copy attachment of our latest IR presentation.

Kind regards,

Cameron

________________________________
From: Rhines, Craig [Craig.Rhines@calpers.ca.gov]
Sent: Thursday, November 19, 2015 10:50 AM
To: Cameron Tough
Cc:  Pokk, Tiffany; ;
Simpson, Anne
Subject: Re: CalPERS Follow Up - Adaro

Cameron, thanks for the prompt response -we'll take a look.

Best, Craig

Sent from my iPhone

On Nov 18, 2015, at 7:31 PM, Cameron Tough

Dear Craig,

Here is the link to the latest presentation  http://www.adaro.com/publication/view/adaro-energy-investor-
presentation-november-2015

We will send a soft copy of the presentation plus an excerpt from our BoD Letter from our 2014 annual report which
speaks to the three engines.

Best,

Cameron
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Delivering Positive Energy
Click here<http://www.adaro.com/about-adaro/our-business-at-a-glance/> to find out more

From: Cameron Tough
Sent: Thursday, November 19, 2015 10:18 AM
To: 'Rhines, Craig'
Cc: ; Pokk, Tiffany; 
Subject: RE: CalPERS Follow Up - Adaro

Dear Craig,

The Three Engines of Growth is a strategy we have deployed for a few years now.  We began our move into power
before 2010, when we established our power division, Adaro Power.   While our mining activities are in coal, and
we don’t plan to mine other material, Adaro Power is agnostic when it comes to fuel and will look at gas,
renewables, etc.  We have invested in geothermal in the past and are looking at installing solar at our Kelanis river
terminal.

It’s mentioned in our Letter from the Board of Directors in our annual report and elsewhere.  Dicky, could you
please send him the link to the section in our annual report?

Could someone also please send a link, or attach a copy of our latest IR presentation.

Best,

Cameron

Delivering Positive Energy
Click here<http://www.adaro.com/about-adaro/our-business-at-a-glance/> to find out more

From: Rhines, Craig [mailto:Craig.Rhines@calpers.ca.gov]
Sent: Thursday, November 19, 2015 2:38 AM
To: Cameron Tough
Cc: ; Pokk, Tiffany
Subject: CalPERS Follow Up - Adaro

Hi Cameron-

 

Also, per our discussion after the meeting, I would greatly appreciate if you could share any public disclosures
concerning Adaro’s long-term strategy to diversify the business mix into 1/3rd segments.

We look forward to speaking in the near future.

Warm Regards,

Craig Rhines
Investment Officer | CalPERS Investments - Global Governance
P 916.795.2873 | M 916.601.4465 | Craig_Rhines@calpers.ca.gov<mailto:Craig_Rhines@calpers.ca.gov>
Click here<http://www.calpers-governance.org/> to visit the Global Governance Website<http://www.calpers-
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governance.org/>

________________________________

Disclaimer :
This electronic mail transmission may contain material that is legally privileged and confidential for the sole use of
the intended recipient. Any review, reliance or distribution by others or forwarding without express permission is
strictly prohibited. If you are not the intended recipient or the employee or agent responsible for delivery of this
message to the intended recipient, you are hereby notified that any disclosure, copying, dissemination, distribution
or taking any action in reliance on the contents of this information is strictly prohibited and may be unlawful. If you
have received this communication in error, please notify the sender immediately by responding to this electronic
mail and then delete all copies including any attachments thereto from your computer, disk drive, diskette, or other
storage device or media.

Adaro Group does not accept any liability in respect of communication made by its employee that is contrary to
company policy or outside the scope of employment of the individual concerned.

________________________________

Disclaimer :
This electronic mail transmission may contain material that is legally privileged and confidential for the sole use of
the intended recipient. Any review, reliance or distribution by others or forwarding without express permission is
strictly prohibited. If you are not the intended recipient or the employee or agent responsible for delivery of this
message to the intended recipient, you are hereby notified that any disclosure, copying, dissemination, distribution
or taking any action in reliance on the contents of this information is strictly prohibited and may be unlawful. If you
have received this communication in error, please notify the sender immediately by responding to this electronic
mail and then delete all copies including any attachments thereto from your computer, disk drive, diskette, or other
storage device or media.

Adaro Group does not accept any liability in respect of communication made by its employee that is contrary to
company policy or outside the scope of employment of the individual concerned.
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