
Item 6b, Attachment 1, Page 1 of 28 

Environmental, Social, and 
Governance (ESG) Strategic 

Plan Update

Anne Simpson, Investment Director
Investment Committee, March 2017



2

Item 6b, Attachment 1, Page 2 of 28 
Sustainable Investments ESG Strategic Plan Update

ESG Strategic Plan | Updated Summary



3

Item 6b, Attachment 1, Page 3 of 28 
Sustainable Investments ESG Strategic Plan Update

ESG Strategic Plan | Partnerships
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ESG Strategic Plan | Timeline
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ESG Strategic Plan | Enhanced Governance
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ESG Strategic Plan | GSS Working Groups

Governance and  Sustainability Subcommittee



7

Item 6b, Attachment 1, Page 7 of 28 
Sustainable Investments ESG Strategic Plan Update

ESG Strategic Plan | Data and Corporate Reporting Standards
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ESG Strategic Plan | Climate Action 100+ 
(Formerly 80 Montreal Pledge)

Engaging Systemically Important Carbon Emitters
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CA 100+ | Structure and Engagement Working Groups

Source: http://www.climateaction100.org/

http://www.climateaction100.org/
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CA 100+| Launch

Source: http://www.climateaction100.org/

http://www.climateaction100.org/
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• Building on European wins at BP, Shell, Rio Tinto, Anglo American and Glencore, CalPERS co-filed 
climate risk proposals at 3 companies in 2017 – Chevron, ExxonMobil and Occidental Petroleum. The 
proposal at Chevron was withdrawn due to substantial implementation

• 2017 was the first time climate-related shareowner proposal received majority shareowner support in 
the U.S.

– ExxonMobil proposal passed with 62%  shareowner support
– Occidental Petroleum proposal passed with 67% shareowner support
– PPL Corporation proposal passed with 57% shareowner support

• CalPERS ran proxy solicitations at all 15 U.S. shareowner proposals seeking climate risk reporting (2 
Degree Scenario) 

Strategic Initiatives
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• Chevron: Published a new climate risk report with 2-degree scenario analysis in March 2017, in 
response to the climate risk shareowner proposal filed (and withdrawn) in  2017

• ExxonMobil: Published a new climate risk report with 2-degree scenario analysis in February 2018, in 
response to the majority approved climate risk shareowner proposal in 2017

• Occidental Petroleum: Committed to publishing a new climate risk report with 2-degree scenario 
analysis in 1Q 2018, in response to the majority approved climate risk shareowner proposal in 2017

• PPL Corporation: Published a new climate assessment report with 2-degree scenario analysis in 
November 2017, in response to the majority approved climate risk shareowner proposal in 2017. PPL 
plans to cut CO2 emissions by 70% from 2010 levels by 2050. PPL reduced CO2 emissions by about 
50% from 2010 to 2016 

• American Electric Power: Set goals to reduce CO2 emissions by 80% by 2050

• DTE Energy: Set goals to reduce CO2 emissions by 80% by 2050

• Hitachi: Set goal to reduce CO2 emissions throughout the value chain by 50% by 2030 and 80% by 
2050

• NRG Energy: Set goals to reduce CO2 by 90% by 2050

Strategic Initiatives

CA 100+| Progress Examples: Climate Risk Engagements
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ESG Strategic Plan | Diversity and Inclusion

1Diversity: Board diversity should be thought of in terms of skill sets, gender, age, nationality, race, sexual orientation, gender identity, and historically 

under-represented groups. Consideration should go beyond the traditional notion of diversity to include a more broad range of experience, thoughts, 

perspectives, and competencies to help enable effective board leadership. – Source: Global Governance Principles, Section B.9. 

2Reference: 2015 Spencer Stuart Board Index - https://www.spencerstuart.com/research-and-insight/spencer-stuart-us-board-index-2015

https://www.spencerstuart.com/research-and-insight/spencer-stuart-us-board-index-2015
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Data as of 2/7/18

Company Response to Engagement
• Companies generally agree about the benefits of gender diverse boards, and understand the 

focus by investors
• Engagements generally result in positive outcomes:

– Companies currently lacking disclosure on gender and ethnicity commit to enhancing disclosure in their 
upcoming proxy

– Most companies discuss nomination process and the inclusion of women candidates 
• Companies going through succession planning or refreshment process are “explicitly”  asking 

search firms to source diverse candidates – including gender and race/ethnicity
• Challenges identified by companies lacking gender diversity on their boards:

– Smaller companies find it difficult to attract talent, who are usually recruited to serve on larger company 
boards

• Some engagement companies have previously had female directors 

Strategic Initiatives

                                                                                                         Diversity and Inclusion Engagement Score Card (504 companies)

Tier 1 Added or in the process of adding a female director 63 Companies (13%)

Tier 2 Responded –  Enhanced or in the process of enhancing diversity disclosure 113 Companies (22%)

Tier 3 Responded –  Inadequate Response 13 Companies (3%)

Tier 4 No Response 315 Companies (62%)

Diversity and Inclusion | Scorecard
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S&P 500 Gender Diversity Highlights:
• 42% of first-time directors are women, compared to 32% in 2016
• Women constitute 21% of all S&P 500 directors
• Female representation among new directors rose to 36% in 2017 (compared to 19% 

in 2007)

Source: Equilar data as of September 2017 

Strategic Initiatives
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Diversity and Inclusion | Trends
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ESG Strategic Plan | Manager Expectations
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ESG Strategic Plan | Research
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ESG Strategic Plan | Private Equity & Fee Profit Sharing Transparency
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ESG Strategic Plan | Ad Hoc Stakeholder Requests
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Ad Hoc Stakeholder Requests | Themes
Theme Overview Actions Taken Next Steps

Dakota Access 
Pipeline (DAPL) 
Indigenous Peoples’ 
Rights

Protests over routing of pipeline • Proposed Principles language
• Multi-stakeholder engagement

• Equator Principles 
review

• ETP response awaited

Use of antibiotics in 
livestock feed

Health risks to wider population 
due to superbug resistance

• Stakeholder engagement
• Proxy votes
• Proposed Principles language

• Investment Committee 
Principles review

Opioid Epidemic Death and disability due to 
addiction to opioids

• Investor network
• Proxy votes

• Investment Committee 
Principles review

• Company annual 
general meeting

Deforestation Impact on climate change and 
local communities

• New Principles language • Investment Committee 
Principles review

Chemicals Lawsuits around carcinogenic 
effect of certain pesticides

• Stakeholder engagement
• Proxy votes

• Investment Committee 
Principles review

• Company annual 
general meeting

Supply Chain Labor conditions in US supply 
chain for major retailers

• Stakeholder and company 
engagement

• Ongoing
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• In 2013, CalPERS divested from two manufacturers of assault-style weapons illegal for sale in 
California.

• CalPERS’ Total Fund Investment Policy, Section 7 sets forth CalPERS’ policy on divestment stating:

– “CalPERS divestment policy, generally prohibits divesting in response to divestment initiatives, 
but permits CalPERS to use constructive engagement, where consistent with fiduciary duties, to 
help divestment initiatives achieve their goals.”

• Under CalPERS’ Total Fund Policy, staff responded to the Treasurer’s request with the following:
1. Identified five portfolio companies potentially applicable to the Treasurer’s request.  
2. Sent written correspondence in November 9, 2017 to five portfolio companies requesting: 

• “If assault weapons and accessories are indeed available for sale in your stores, we ask 
that the Board review the reputational and associated risks which this poses to your 
company in the wake of recent tragedies. We ask that you review the revenues which are 
earned from the sale of these weapons and accessories, and consider removing them from 
being sold to the public in your stores. We appreciate there are various federal and state 
requirements attendant upon purchase of firearms. However, our concern is around the 
Board’s responsibilities to address risks to its reputation and brand.”

• Engagement results to date are included in the chart on the following slide. 

• CalPERS will continue to monitor the situation for other potential engagement options. 

CalPERS Response to the Treasurer’s Request 
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Divestment Pros and Cons
Divestment “Pros” – Address public policy concerns

• May afford CalPERS some protection from reputational risk

• Signals to targeted companies that a given investor does not support their activities

• May generate media attention for the issue

• May contribute to a “de-normalization” of the targeted activities

Divestment “Cons” – As addressed in Board’s Total Fund Investment Policy

• Fiduciary obligations preclude sacrificing investment performance for the purpose of 
achieving goals not directly related to CalPERS operations or benefits

• Divesting appears to almost invariably harm investment performance

• There’s considerable evidence that divestment is an ineffective strategy for achieving 
social or political goals since the usual consequence is often a mere transfer of 
ownership

• Investors that divest lose their ability as shareowners to influence the company to act 
responsibly



24

Item 6b, Attachment 1, Page 24 of 28 
Sustainable Investments ESG Strategic Plan Update

Company Name CalPERS’ 
Equity 

Exposure 

Response to 
Request for 
Engagement 

Engagement Outcomes
(to date)

1 Big 5 Sporting Goods 
Corporation 

$1,592,729 √ On March 2, 2018, staff had a conference call with the company and confirmed the 
following: 
• In 2016, the company decided to discontinue the sale of assault weapons and 

ensured there is no current inventory across the retail chain.
• The company has never carried accessories that can increase the rate of fire or high 

capacity magazines.
• The company does not sell hand guns to the public.
• The company’s revenue derived from firearms is approximately 1.5% of sales.

2 Dick’s Sporting Goods $14,825,053 √ On February 28, 2018, the company contact CalPERS to highlight their announcement 
that the company is committed to the following: 
• No longer selling assault-style rifles from all stores
• No longer sell firearms to anyone under 21 years of age
• No longer sell high capacity magazines
• Has never and will never sell bump stocks that allow semi-automatic weapons to fire 

more rapidly
• Calling on policy makers to issue regulations to ban assault-style firearms, high 

capacity magazines, and so-called “bump stocks”. Including a comprehensive 
database of those banned from buying firearms and for universal background checks 
which include mental health, among other relevant considerations. Specifically 
requesting policy makers to “close the private sales and gun show loophole” that 
waives the need for such background checks. 

3 Kroger Company $346,135,621 √ On March 1, 2018, staff had a conference call with the company and confirmed the 
following:
• Management decided to review the company’s policy on the sale of assault weapons 

to the public and announced on March 1, 2018, it will no longer sell assault weapons 
in any of its stores nor to accept any special orders of these weapons, for example 
via online channels. 

• The company does not sell high capacity magazines for ammunition or accessories.
• The company will be raising the minimum age for purchasing any firearm or 

ammunition across all stores to 21 years of age. 

Engagement Outcomes To Date 
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Company Name CalPERS’ 
Equity 

Exposure 

Response to 
Request for 
Engagement 

Engagement Outcomes
(to date)

4 Sportsman’s 
Warehouse Holdings

$689,449 √ The company has agreed to engage with CalPERS. Staff has scheduled a conference 
call with the Chairman and CEO for March 6, 2018. 

5 Walmart $468,615,363 √ On January 15, 2018, the company confirmed in writing the following:
• The company does not sell any assault weapons following a decision made in 2015.
• The company’s firearm inventory is catered towards the hunter and sporting clay 

enthusiasts. 
• The company does not sell any handguns in continental United States, expect in 

Alaska. 
• The company does not sell any assault weapon accessories, such as bump stocks or 

trigger cranks, which are designed to modify firearms to make them more like an 
assault weapon. 

On February 28, 2018, the company announced they reviewed their firearm policy and 
decided to raise the age restriction for purchasing firearms and ammunition to 21 years of 
age. 

Engagement Outcomes To Date 
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Appendix 
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Key Partnerships
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Key Partnerships
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