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From: TLigi@treasury.la.gov <TLigi@treasury.la.gov> on behalf of Tony Ligi <TLigi@treasury.la.gov>
Sent: Wednesday, February 16, 2022 10:56 PM EST

To: John Schroder <JSchroder@treasury.la.gov>; John Broussard <JBroussard@treasury.la.gov>
CC: Desie Thymes Mack <dtmack@treasury.la.gov>

Subject: Article from Barron's re BalckRock / Pension funds

BlackRock’s ESG Strategy Plays Politics with Public
Pensions

By Christopher Bancroft Burnham
Updated May 28, 2020 8:22 am ET / Original May 28, 2020 6:26 am ET
Order Reprints

Print Article
BARRON'S NEWSLETTERS

The Barron's Daily

A morning briefing on what you need to know in the day ahead, including exclusive commentary from Barron's and

MarketWatch writers.

| would also like to receive updates and special offers from Dow Jones and affiliates. | can unsubscribe at any time.
| agree to the Privacy Policy and Cookie Policy.

Text size

Photograph by Andrew Burton/Getty Images
In a relatively short time, BlackRock has become the largest asset manager in the world. The firm built its impressive franchise as a low-
fee, efficient provider of index portfolios. Now, however, Larry Fink, the mortgage-bond trader who founded the firm in 1988 and has been
CEO ever since, wants to take BlackRock in a different direction. Why? And what does the shift mean for clients, especially pension
funds?

— ADVERTISEMENT —

BlackRock held its annual shareholders’ meeting last week and emphasized the new role of sustainability standards in its letters to clients
and CEOs. On March 31, 2020, even after a rough month in the markets caused by Covid-19, BlackRock was still managing nearly $6.5
trillion in stocks, bonds, and cash—an almost 15-fold increase over 15 years. The firm’s index portfolios, including its iShares exchange-
traded funds, comprise 70% of its long-term holdings. The firm is the second- or third-largest owner of stock in Microsoft, Apple, Amazon,
and Procter & Gamble, and among the top five in nearly every large U.S. company.

Despite this successful formula, Fink announced in January that the firm was suddenly changing its strategy. “Sustainability”
would become “BlackRock’s new standard for investing.” The firm defines sustainability as “understanding and incorporating
environmental, social and governance (ESG) factors into investment analysis and decision-making.”

Two years earlier, Fink had drawn wide attention with a letter telling businesses they have to do more than just make profits. “Society is
demanding that companies, both public and private, serve a social purpose,” he wrote.

While that letter was dominated by bromides, the new one had surprising specifics. BlackRock is divesting from some coal companies. It
will make “sustainable funds,” currently a minuscule proportion of the firm’s assets, “the standard building blocks in these solutions
wherever possible, consistent with client preferences and any applicable regulations” and its analysts will now consider “ESG risk with the
same rigor” they use in analyzing “traditional measures such as credit and liquidity risk.”

BlackRock’s foundational investment philosophy, rooted in index portfolios, had previously been based on the efficient market hypothesis,
which holds that today’s share price reflects all possible information. Stock prices move acc%ﬂdﬂ%ﬁﬁ%&}%ﬂoﬁ@@%gﬂ Malkiel
famously called a “random walk.” As a result, investors can do better by investing in low-cost, passive portfolios than in stocks that they or



others choose because they think shares will appreciate. A study conducted last year by the Institute for Pension Fund Integrity looked at
the performance of state pension funds, and determined that only 17 of the 50 states would have outperformed a portfolio made up of 50%
in stock index funds and 50% in bond index funds. In other words, over 66% of all state pension funds could not beat a simple benchmark.
BlackRock’s reputation derives not from its ability to pick undervalued stocks or see into the future but from its skill at offering low-cost
index investments efficiently. But there’s one problem. Index investing has become a commodity business, with competitors offering
undifferentiated funds at wafer-thin margins, and for pension funds, sometimes for free through their custodian.

Investors that follow the efficient market hypothesis and random walk philosophy of investing do not give a hoot about the policies and
practices of individual companies as all information is priced into the market almost immediately. It appears that Fink is now rejecting this
old credo by assuming that the prices of shares do not properly reflect the threat of climate change, and thus, BlackRock will now make
investments that correct for this “mistake.”

No doubt Fink and his colleagues believe in the critical importance of a sustainability screen in their active management, but that
explanation is insufficient to explain a change of this magnitude. Instead, the driving force may be simple economics. BlackRock
can charge higher fees with both actively and passively managed ESG funds than it can with conventional index funds.

For example, BlackRock’s iShares Global Clean Energy ETF, one of the largest ESG funds in the world, carries an expense ratio of
0.46%. Compare that with iShares Core S&P 500 ETF at 0.04%. A shift to ESG investing would both allow BlackRock to charge higher
fees and, from a marketing perspective, distinguish it from competitors like Vanguard, State Street, and Fidelity.

The shift may be BlackRock’s only palatable choice. Right now, the large indexers are in a race to the bottom. BlackRock’s quarterly
earnings fell for four quarters in a row on a year-vs.-year basis between the fourth quarter of 2018 and the third quarter of 2019.
BlackRock is making a big gamble. ESG investing has its adherents, but it's doubtful that it can outperform the standard indexes on which
BlackRock has relied for decades. For example, despite the recent decline in oil prices, for the five years ending May 15, BlackRock’s S&P
500 Growth ETF beat the Clean Energy ETF by an annual average of more than 10 percentage points.

Research has consistently indicated that conventional index portfolios perform better than ESG portfolios, partly because ESG portfolios
charge higher fees. A Pacific Research Institute study last year, for example, found that for 18 public ESG funds with a 10-year track
record, “a $10,000 ESG portfolio would be 43.9% smaller compared to an investment in a broader, S&P 500 index fund.” Only two of the
ESG funds would have beat the S&P fund over a 10-year period.

In a 2016 paper, Alicia Munnell, a former Treasury Department official under President Clinton, and now director of the Center for
Retirement Research at Boston College, and her colleague Angi Chen, a researcher at the center,concluded: “While social investing raises
complex issues, public pension funds are not suited for this activity. The effectiveness of social investing is limited, and it distracts plan
sponsors from the primary purpose of pension funds—providing retirement security for their employees.”

By contrast, Fink is pursuing a course which, while possibly more profitable for BlackRock, puts public pension funds and other
client portfolio performance in jeopardy by opening the door to politics as part of pension portfolio management. | have nothing
against companies embracing ESG, and in fact, virtually all the leaders and boards of Fortune 500 companies now embrace ESG
principles—many for decades. Rather, what | object to is Fink opening the door for politicians to play politics with public
pensions rather than adhere to a strict fiduciary standard of the highest returns at a reasonable risk.

If individual investors want to choose social investments, they are certainly welcome, but pension plans shouldn’t be making social and
political decisions for their millions of members. Instead, if they are wise, they will pursue the low-fee, index strategy that was the solid
foundation on which BlackRock was built, and in doing so, will immediately be in the top third of all state pension plans by performance.

TONY LIGI

EXECUTIVE COUNSEL
OFFICE OF STATE TREASURER JOHN M. SCHRODER
WORK: (225) 342-0029 | FAX: (225) 342-0064

CONFIDENTIAL AND PRIVILEGED COMMUNICATION
This electronic mail transmission (and/or documents accompanying it) may be privileged and may contain confidential information intended only for the recipient(s) listed above
and intended to be protected by the attorney-client privilege, the work product doctrine or other applicable law. If you are neither the intended recipient(s) nor a person
responsible for the delivery of this transmittal to the intended recipient(s), you are hereby notified that any review, disclosure, distribution, dissemination or copying of this
transmittal or taking of any action in reliance on its contents is prohibited. If you received this transmittal in error, please notify me immediately at 225-342-0029 and forward
the transmittal back to me via electronic mail. Please destroy this electronic message and delete it from your electronic mail server and destroy all copies.
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From: TLigi@treasury.la.gov <TLigi@treasury.la.gov>

Sent: Wednesday, February 16, 2022 10:56 PM EST

To: JSchroder@treasury.la.gov <JSchroder@treasury.la.gov>; JBroussard@treasury.la.gov <JBroussard@treasury.la.gov>
CC: dtmack@treasury.la.gov <dtmack@treasury.la.gov>

Subject: Article from Barron's re BalckRock / Pension funds

BlackRock’s ESG Strategy Plays Politics with Public
Pensions

By Christopher Bancroft Burnham
Updated May 28, 2020 8:22 am ET / Original May 28, 2020 6:26 am ET
Order Reprints

Print Article
BARRON'S NEWSLETTERS

The Barron's Daily

A morning briefing on what you need to know in the day ahead, including exclusive commentary from Barron's and

MarketWatch writers.

| would also like to receive updates and special offers from Dow Jones and affiliates. | can unsubscribe at any time.
| agree to the Privacy Policy and Cookie Policy.

Text size

Photograph by Andrew Burton/Getty Images
In a relatively short time, BlackRock has become the largest asset manager in the world. The firm built its impressive franchise as a low-
fee, efficient provider of index portfolios. Now, however, Larry Fink, the mortgage-bond trader who founded the firm in 1988 and has been
CEO ever since, wants to take BlackRock in a different direction. Why? And what does the shift mean for clients, especially pension
funds?

— ADVERTISEMENT —

BlackRock held its annual shareholders’ meeting last week and emphasized the new role of sustainability standards in its letters to clients
and CEOs. On March 31, 2020, even after a rough month in the markets caused by Covid-19, BlackRock was still managing nearly $6.5
trillion in stocks, bonds, and cash—an almost 15-fold increase over 15 years. The firm’s index portfolios, including its iShares exchange-
traded funds, comprise 70% of its long-term holdings. The firm is the second- or third-largest owner of stock in Microsoft, Apple, Amazon,
and Procter & Gamble, and among the top five in nearly every large U.S. company.

Despite this successful formula, Fink announced in January that the firm was suddenly changing its strategy. “Sustainability”
would become “BlackRock’s new standard for investing.” The firm defines sustainability as “understanding and incorporating
environmental, social and governance (ESG) factors into investment analysis and decision-making.”

Two years earlier, Fink had drawn wide attention with a letter telling businesses they have to do more than just make profits. “Society is
demanding that companies, both public and private, serve a social purpose,” he wrote.

While that letter was dominated by bromides, the new one had surprising specifics. BlackRock is divesting from some coal companies. It
will make “sustainable funds,” currently a minuscule proportion of the firm’s assets, “the standard building blocks in these solutions
wherever possible, consistent with client preferences and any applicable regulations” and its analysts will now consider “ESG risk with the
same rigor” they use in analyzing “traditional measures such as credit and liquidity risk.”

BlackRock’s foundational investment philosophy, rooted in index portfolios, had previously been based on the efficient market hypothesis,
which holds that today’s share price reflects all possible information. Stock prices move acc&%ﬂdﬂ%ﬁﬁ%&}%ﬂoﬁ@@g%é Malkiel
famously called a “random walk.” As a result, investors can do better by investing in low-cost, passive portfolios than in stocks that they or



others choose because they think shares will appreciate. A study conducted last year by the Institute for Pension Fund Integrity looked at
the performance of state pension funds, and determined that only 17 of the 50 states would have outperformed a portfolio made up of 50%
in stock index funds and 50% in bond index funds. In other words, over 66% of all state pension funds could not beat a simple benchmark.
BlackRock’s reputation derives not from its ability to pick undervalued stocks or see into the future but from its skill at offering low-cost
index investments efficiently. But there’s one problem. Index investing has become a commodity business, with competitors offering
undifferentiated funds at wafer-thin margins, and for pension funds, sometimes for free through their custodian.

Investors that follow the efficient market hypothesis and random walk philosophy of investing do not give a hoot about the policies and
practices of individual companies as all information is priced into the market almost immediately. It appears that Fink is now rejecting this
old credo by assuming that the prices of shares do not properly reflect the threat of climate change, and thus, BlackRock will now make
investments that correct for this “mistake.”

No doubt Fink and his colleagues believe in the critical importance of a sustainability screen in their active management, but that
explanation is insufficient to explain a change of this magnitude. Instead, the driving force may be simple economics. BlackRock
can charge higher fees with both actively and passively managed ESG funds than it can with conventional index funds.

For example, BlackRock’s iShares Global Clean Energy ETF, one of the largest ESG funds in the world, carries an expense ratio of
0.46%. Compare that with iShares Core S&P 500 ETF at 0.04%. A shift to ESG investing would both allow BlackRock to charge higher
fees and, from a marketing perspective, distinguish it from competitors like Vanguard, State Street, and Fidelity.

The shift may be BlackRock’s only palatable choice. Right now, the large indexers are in a race to the bottom. BlackRock’s quarterly
earnings fell for four quarters in a row on a year-vs.-year basis between the fourth quarter of 2018 and the third quarter of 2019.
BlackRock is making a big gamble. ESG investing has its adherents, but it's doubtful that it can outperform the standard indexes on which
BlackRock has relied for decades. For example, despite the recent decline in oil prices, for the five years ending May 15, BlackRock’s S&P
500 Growth ETF beat the Clean Energy ETF by an annual average of more than 10 percentage points.

Research has consistently indicated that conventional index portfolios perform better than ESG portfolios, partly because ESG portfolios
charge higher fees. A Pacific Research Institute study last year, for example, found that for 18 public ESG funds with a 10-year track
record, “a $10,000 ESG portfolio would be 43.9% smaller compared to an investment in a broader, S&P 500 index fund.” Only two of the
ESG funds would have beat the S&P fund over a 10-year period.

In a 2016 paper, Alicia Munnell, a former Treasury Department official under President Clinton, and now director of the Center for
Retirement Research at Boston College, and her colleague Angi Chen, a researcher at the center,concluded: “While social investing raises
complex issues, public pension funds are not suited for this activity. The effectiveness of social investing is limited, and it distracts plan
sponsors from the primary purpose of pension funds—providing retirement security for their employees.”

By contrast, Fink is pursuing a course which, while possibly more profitable for BlackRock, puts public pension funds and other
client portfolio performance in jeopardy by opening the door to politics as part of pension portfolio management. | have nothing
against companies embracing ESG, and in fact, virtually all the leaders and boards of Fortune 500 companies now embrace ESG
principles—many for decades. Rather, what | object to is Fink opening the door for politicians to play politics with public
pensions rather than adhere to a strict fiduciary standard of the highest returns at a reasonable risk.

If individual investors want to choose social investments, they are certainly welcome, but pension plans shouldn’t be making social and
political decisions for their millions of members. Instead, if they are wise, they will pursue the low-fee, index strategy that was the solid
foundation on which BlackRock was built, and in doing so, will immediately be in the top third of all state pension plans by performance.

TONY LIGI

EXECUTIVE COUNSEL
OFFICE OF STATE TREASURER JOHN M. SCHRODER
WORK: (225) 342-0029 | FAX: (225) 342-0064

CONFIDENTIAL AND PRIVILEGED COMMUNICATION
This electronic mail transmission (and/or documents accompanying it) may be privileged and may contain confidential information intended only for the recipient(s) listed above
and intended to be protected by the attorney-client privilege, the work product doctrine or other applicable law. If you are neither the intended recipient(s) nor a person
responsible for the delivery of this transmittal to the intended recipient(s), you are hereby notified that any review, disclosure, distribution, dissemination or copying of this
transmittal or taking of any action in reliance on its contents is prohibited. If you received this transmittal in error, please notify me immediately at 225-342-0029 and forward
the transmittal back to me via electronic mail. Please destroy this electronic message and delete it from your electronic mail server and destroy all copies.
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From: ECowser@treasury.la.gov <ECowser@treasury.la.gov> on behalf of Erin Cowser <ECowser@treasury.la.gov>

Sent: Monday, August 15, 2022 4:28 PM EDT

To: John Schroder <JSchroder@treasury.la.gov>; Nancy Keaton <NKeaton@treasury.la.gov>; Tony Ligi <TLigi@treasury.la.gov>; Desie
Thymes Mack <dtmack@treasury.la.gov>; Jasmine Tricou <JTricou@treasury.la.gov>; Rachel Kincaid <RKincaid@treasury.la.gov>; John
Broussard <JBroussard@treasury.la.gov>; Lela Folse <LFolse@treasury.la.gov>; Kathy Stuart <KStuart@treasury.la.gov>; Pamela
Matassa <PMatassa@treasury.la.gov>

Subject: DRAFT SPEECH for Pontchartrain Club Thurs 08.18

Attachment(s): "08.18.22 SPEECH Pontchartrain Club.docx"

Attached please find the DRAFT SPEECH for the Pontchartrain Club mtg on Thur Aug. 18.

Nancy worked with me to add some more context to your Brian Moynahan quote.]

ERIN M. COWSER

PRIVATE SECRETARY TO THE TREASURER
OFFICE OF STATE TREASURER JOHN M. SCHRODER
CELL: (225) 432-9363
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Pontchartrain Club meeting
Thurs, Aug. 18
Gallagher’s in Mandeville
Event Start/End: 6:30-8 p.m.

You arrive: 6:45 p.m.

You speak: 7 p.m.

You can depart: anytime thereafter
Drinks: 6:30 p.m.

« It’s always nice to be back in my home parish. And
it certainly doesn’t hurt that it’s at one of Pat’s
restaurants! Thank you so much for the invitation

to join y’all tonight.

* | was told I could talk about anything I'd like.
S000000....l could go on and on about my
grandkids - | mean - I'm not biased or anything but
my grandchildren are brilliant. My grandson caught
his first fish over the weekend. I’'m pretty sure he

might have the makings of a professional angler.

1
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All kidding aside, when he said his prayers the
night before, he asked to catch a fish and sure

enough, he did! How amazing is that?

* I'm a religious man. For those who don’t know me
yet, | have a background in the military, law
enforcement and I’'m a small business owner along
with my wife of 37 years, Ellie, mostly in the real
estate, homebuilding and development industries. |
represented St. Tammany and parts of Tangipahoa
while serving 9 % years as a State Representative.
And then | was elected Louisiana State Treasurer in

2017 and re-elected in 2019.

* I'm over Cash Management for the state and we
manage a cash flow of $64.8 billion with about $16

billion in trust funds. | have an excellent team that

2
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oversees investments on behalf of Louisiana and her

citizens. We handle the state’s finances.

Tonight, | wanted to talk with you all about ESG.

Off the bat - does anybody know what that is?

Environmental, Social and Governance.

ESG has become a buzzword - partly because it’s
much easier to say than Environmental, Social and
Governance - but mainly because ESG is being used
by some national financial institutions to force their
beliefs on states. These institutions are wielding ESG

factors as weapons in financial ratings methods.

Last | checked, financial ratings are based on the

ability to pay debts. Louisiana has never once

3
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defaulted on a debt during my tenure as Treasurer. In
fact, we have laws and the Constitution that REQUIRE
us to pay our debts. Louisiana should be a shoe-in
for positive ratings, right? | mean - We have
assurances that debts will be paid and a history of

paid debts, right?!?

Nope. Not when Corporate America corrupts the
financial ratings process by adding ESG factors into

the mix.

These new “factors” find Louisiana lacking because
we have a robust energy, oil & gas industry. Think
about it. Companies like Hornbeck Marine from right
down the road get a bad rap in their eyes. It's

ridiculous.

4
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« ESG factors are warping the financial area. They do

not belong there.

 These are topics that should be addressed through
Legislative action — not by way of financial ratings.
They’re trying to force changes on states that
didn’t pan out at the ballot box. Louisiana did not
elect people who want to cripple our energy sector.
They can’t get it done that way so Corporate

America is trying to take up the charge.

« Here’s a quote | like to share from Brian Moynihan,
~hai ICEO Bank of A :

« “If you look at the amount of money needed to
make the fundamental changes that we have to

make in the environment or human capital, it far

5
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exceeds the ability of any government to deal with

it 1A

Next he says that “Governments are running big
deficits and their money is pretty well accounted

for.”

And, then he says the amount needed to make the
changes they want far exceeds what can be

collected from charity contributions.

“So who can do it?” he asks.

Government can’t do it, non-profits can’t do it — so

here’s the kicker. Listen to the end of his quote:

“Who can do it? It will have to be the big

companies that align their whole business system

6

LA-TREAS-22-0997-A-000011



against the goals that the world wants.”

« [TONGUE IN CHEEK] Isn’t that just great? Just
what we want as citizens, right? Big business
forcing its will in ways that go against what the

world wants.

 Now - don’t get me wrong. | am all for coastal
conservation. Remember - my grandson is going
to be a professional fisherman. [ Environmental

factors are absolutely important to Louisiana.

 What I don’t like is being bullied into action through
financial means. ESG factors have no place in the

financial workings of the state. Period.

It goes against logic. Would Louisiana want to

hurts its own energy industry? Would we want to

7
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do things that will result in layoffs and hits to our
own economy? Absolutely not! So stop telling us
we have to in order to get positive ratings for our

financial matters.

So, what are we doing about it?

First we need to educate people about ESG factors
in finances and the harm they will do to Louisiana. -
So, again, thank you for the opportunity to be here

tonight. [

We need to make it known loud and clear in D.C.
that Louisiana isn’t going to take it lying down. |
was recently elected to serve as Chair of the
national State Financial Officers Foundation. This

Is a group of Treasurers from 23 states who feel it’s

8
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time for states to speak up and have more say in
federal policymaking. It's a great group of
colleagues who together represent $3 TRILLION
dollars of money management. That’s no spare
change. And, we’re getting the attention that states
deserve. As Chair, | look forward to shining a
national spotlight on Louisiana’s best financial

practices.

Which brings me to our next action step. Those
best financial practices include divesting state
funds from institutions that have imposed ESG

factors.

Treasury recently adopted a new policy. It states
that we will not engage in investment relationships

with any business with policies that, beyond

9
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normal and customary credit and trading practices,
endangers jobs of Louisiana residents or the
economy of the state in industries such as those

related to fossil fuels.

« As Treasurer, | am charged with the authority to
choose who Louisiana Treasury banks with, and we
have taken steps to move business from several

financial institutions over the last four years.

« We are also working with the Louisiana Legislature
to ensure that banks or any company whose
policies are detrimental to Louisiana, are eliminated

from business opportunities in our state.

« So there you have it. ESG has got to go.

* I'm happy to answer any questions y’all might

10
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have.

11
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From: ECowser@treasury.la.gov <ECowser@treasury.la.gov>

Sent: Monday, August 15, 2022 4:28 PM EDT

To: JSchroder@treasury.la.gov <JSchroder@treasury.la.gov>; NKeaton@treasury.la.gov <NKeaton@treasury.la.gov>;
TLigi@treasury.la.gov <TLigi@treasury.la.gov>; dtmack@treasury.la.gov <dtmack@treasury.la.gov>; JTricou@treasury.la.gov
<JTricou@treasury.la.gov>; RKincaid@treasury.la.gov <RKincaid@treasury.la.gov>; JBroussard@treasury.la.gov

<JBroussard@treasury.la.gov>; LFolse@treasury.la.gov <LFolse@treasury.la.gov>; KStuart@treasury.la.gov <KStuart@treasury.la.gov>;

PMatassa@treasury.la.gov <PMatassa@treasury.la.gov>
Subject: DRAFT SPEECH for Pontchartrain Club Thurs 08.18
Attachment(s): "08.18.22 SPEECH Pontchartrain Club.docx"

Attached please find the DRAFT SPEECH for the Pontchartrain Club mtg on Thur Aug. 18.

Nancy worked with me to add some more context to your Brian Moynahan quote.]

‘\‘ ERIN M. COWSER
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NG PRIVATE SECRETARY TO THE TREASURER
OFFICE OF STATE TREASURER JOHN M. SCHRODER
CELL: (225) 432-9363
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Pontchartrain Club meeting
Thurs, Aug. 18
Gallagher’s in Mandeville
Event Start/End: 6:30-8 p.m.

You arrive: 6:45 p.m.

You speak: 7 p.m.

You can depart: anytime thereafter
Drinks: 6:30 p.m.

« It’s always nice to be back in my home parish. And
it certainly doesn’t hurt that it’s at one of Pat’s
restaurants! Thank you so much for the invitation

to join y’all tonight.

* | was told I could talk about anything I'd like.
S000000....l could go on and on about my
grandkids - | mean - I'm not biased or anything but
my grandchildren are brilliant. My grandson caught
his first fish over the weekend. I’'m pretty sure he

might have the makings of a professional angler.

1
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All kidding aside, when he said his prayers the
night before, he asked to catch a fish and sure

enough, he did! How amazing is that?

* I'm a religious man. For those who don’t know me
yet, | have a background in the military, law
enforcement and I’'m a small business owner along
with my wife of 37 years, Ellie, mostly in the real
estate, homebuilding and development industries. |
represented St. Tammany and parts of Tangipahoa
while serving 9 % years as a State Representative.
And then | was elected Louisiana State Treasurer in

2017 and re-elected in 2019.

* I'm over Cash Management for the state and we
manage a cash flow of $64.8 billion with about $16

billion in trust funds. | have an excellent team that

2
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oversees investments on behalf of Louisiana and her

citizens. We handle the state’s finances.

Tonight, | wanted to talk with you all about ESG.

Off the bat - does anybody know what that is?

Environmental, Social and Governance.

ESG has become a buzzword - partly because it’s
much easier to say than Environmental, Social and
Governance - but mainly because ESG is being used
by some national financial institutions to force their
beliefs on states. These institutions are wielding ESG

factors as weapons in financial ratings methods.

Last | checked, financial ratings are based on the

ability to pay debts. Louisiana has never once

3
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defaulted on a debt during my tenure as Treasurer. In
fact, we have laws and the Constitution that REQUIRE
us to pay our debts. Louisiana should be a shoe-in
for positive ratings, right? | mean - We have
assurances that debts will be paid and a history of

paid debts, right?!?

Nope. Not when Corporate America corrupts the
financial ratings process by adding ESG factors into

the mix.

These new “factors” find Louisiana lacking because
we have a robust energy, oil & gas industry. Think
about it. Companies like Hornbeck Marine from right
down the road get a bad rap in their eyes. It's

ridiculous.

4
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« ESG factors are warping the financial area. They do

not belong there.

 These are topics that should be addressed through
Legislative action — not by way of financial ratings.
They’re trying to force changes on states that
didn’t pan out at the ballot box. Louisiana did not
elect people who want to cripple our energy sector.
They can’t get it done that way so Corporate

America is trying to take up the charge.

« Here’s a quote | like to share from Brian Moynihan,
~hai ICEO Bank of A :

« “If you look at the amount of money needed to
make the fundamental changes that we have to

make in the environment or human capital, it far

5
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exceeds the ability of any government to deal with

it 1A

Next he says that “Governments are running big
deficits and their money is pretty well accounted

for.”

And, then he says the amount needed to make the
changes they want far exceeds what can be

collected from charity contributions.

“So who can do it?” he asks.

Government can’t do it, non-profits can’t do it — so

here’s the kicker. Listen to the end of his quote:

“Who can do it? It will have to be the big

companies that align their whole business system

6
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against the goals that the world wants.”

« [TONGUE IN CHEEK] Isn’t that just great? Just
what we want as citizens, right? Big business
forcing its will in ways that go against what the

world wants.

 Now - don’t get me wrong. | am all for coastal
conservation. Remember - my grandson is going
to be a professional fisherman. [ Environmental

factors are absolutely important to Louisiana.

 What I don’t like is being bullied into action through
financial means. ESG factors have no place in the

financial workings of the state. Period.

It goes against logic. Would Louisiana want to

hurts its own energy industry? Would we want to

7
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do things that will result in layoffs and hits to our
own economy? Absolutely not! So stop telling us
we have to in order to get positive ratings for our

financial matters.

So, what are we doing about it?

First we need to educate people about ESG factors
in finances and the harm they will do to Louisiana. -
So, again, thank you for the opportunity to be here

tonight. [

We need to make it known loud and clear in D.C.
that Louisiana isn’t going to take it lying down. |
was recently elected to serve as Chair of the
national State Financial Officers Foundation. This

Is a group of Treasurers from 23 states who feel it’s

8
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time for states to speak up and have more say in
federal policymaking. It's a great group of
colleagues who together represent $3 TRILLION
dollars of money management. That’s no spare
change. And, we’re getting the attention that states
deserve. As Chair, | look forward to shining a
national spotlight on Louisiana’s best financial

practices.

Which brings me to our next action step. Those
best financial practices include divesting state
funds from institutions that have imposed ESG

factors.

Treasury recently adopted a new policy. It states
that we will not engage in investment relationships

with any business with policies that, beyond

9
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normal and customary credit and trading practices,
endangers jobs of Louisiana residents or the
economy of the state in industries such as those

related to fossil fuels.

« As Treasurer, | am charged with the authority to
choose who Louisiana Treasury banks with, and we
have taken steps to move business from several

financial institutions over the last four years.

« We are also working with the Louisiana Legislature
to ensure that banks or any company whose
policies are detrimental to Louisiana, are eliminated

from business opportunities in our state.

« So there you have it. ESG has got to go.

* I'm happy to answer any questions y’all might

10
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have.

11
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From: ECowser@treasury.la.gov <ECowser@treasury.la.gov> on behalf of Erin Cowser <ECowser@treasury.la.gov>

Sent: Tuesday, October 04, 2022 4:12 PM EDT

To: John Schroder <JSchroder@treasury.la.gov>; Desie Thymes Mack <dtmack@treasury.la.gov>

CC: Nancy Keaton <NKeaton@treasury.la.gov>; John Broussard <JBroussard@treasury.la.gov>; Tony Ligi <TLigi@treasury.la.gov>;
Rachel Kincaid <RKincaid@treasury.la.gov>; Jasmine Tricou <JTricou@treasury.la.gov>; Pamela Matassa <PMatassa@treasury.la.gov>

Subject: DRAFT Talking Points for ESG
Attachment(s): "BlackRock ESG TALKING POINTS.docx"

\\:‘:‘13\% ERIN M. COWSER

(g PRIVATE SECRETARY TO THE TREASURER
OFFICE OF STATE TREASURER JOHN M. SCHRODER
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CELL: (225) 432-9363
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BlackRock ESG TALKING POINTS

If companies want to make business decisions based on public policy objectives that
elected officials are charged with making, then they should not be surprised when
elected officials make public policy decisions that are for the wellbeing of all their
constituents.

BlackRock's stated goals are inconsistent with the economic foundation of Louisiana.

We are already a state facing tremendous economic challenges and BlackRock wants to
make those challenges even more difficult.

Why should they be allowed to profit while advocating for public policy objectives
that hurt our state?

The people of Louisiana are better served by leaders who make decisions based on the
good of the state and BlackRock investors would be better served by leaders who make
business decisions for the good of business.

What is ESG?

Way for corporations to push political agendas
Environmental, Social and Governance

Is ESG bad?

Bad when it's being forced down throats

Bad when will cripple fossil fuels

Bad bc bypasses ballot box

Bad bc using OUR $ to push THEIR agenda

Not necessarily bad in concept
o LA Energy Sector will transform itself
o Should allow to occur w/business leading
o NOT when forced to do so

How much have you divested?

$560 Million to date
$794 Million by end of the year
ALL BlackRock Treasury funds

Will this cost LA money?

No, strategic divestment over time
ESG funds have been outperformed
They cost more, deliver less

Why are you doing this?

Why spend LA $ with company
that wants to crush our fossil fuel industry?
Food off tables, $ from pockets and jobs away

Is ESG illegal?
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* Legal advisors and experts say YES
* Fiduciary duty - investors’ returns

* Putting ESG motivations above

* Violates LA law

Doesn’t BlackRock invest in oil & gas?

* Not enough to counter their ESG demands

Why just divesting BlackRock?

Why letter to Fink?

* Boasts about “forcing behaviors”
* Paying “Greeniums”
* Doesn’t make financial sense

Why is SFOF involved?

» Affect change collectively
e 23 Treasurers, $3 TRILLION
* Focus on State decision-making

How did you get involved?

» Cut our teeth — 2@ Amend
« SBC —instits trying to strip rights

What else can be done about ESG?

* Educate people on what it is
* Hosted ESG Summit for Legislators
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From: ECowser@treasury.la.gov <ECowser@treasury.la.gov>

Sent: Tuesday, October 04, 2022 4:12 PM EDT
To: JSchroder@treasury.la.gov <JSchroder@treasury.la.gov>; dtmack@treasury.la.gov <dtmack@treasury.la.gov>

CC: NKeaton@treasury.la.gov <NKeaton@treasury.la.gov>; JBroussard@treasury.la.gov <JBroussard@treasury.la.gov>;
TLigi@treasury.la.gov <TLigi@treasury.la.gov>; RKincaid@treasury.la.gov <RKincaid@treasury.la.gov>; JTricou@treasury.la.gov
<JTricou@treasury.la.gov>; PMatassa@treasury.la.gov <PMatassa@treasury.la.gov>

Subject: DRAFT Talking Points for ESG
Attachment(s): "BlackRock ESG TALKING POINTS.docx"

ERIN M. COWSER

PRIVATE SECRETARY TO THE TREASURER
OFFICE OF STATE TREASURER JOHN M. SCHRODER
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BlackRock ESG TALKING POINTS

If companies want to make business decisions based on public policy objectives that
elected officials are charged with making, then they should not be surprised when
elected officials make public policy decisions that are for the wellbeing of all their
constituents.

BlackRock's stated goals are inconsistent with the economic foundation of Louisiana.

We are already a state facing tremendous economic challenges and BlackRock wants to
make those challenges even more difficult.

Why should they be allowed to profit while advocating for public policy objectives
that hurt our state?

The people of Louisiana are better served by leaders who make decisions based on the
good of the state and BlackRock investors would be better served by leaders who make
business decisions for the good of business.

What is ESG?

Way for corporations to push political agendas
Environmental, Social and Governance

Is ESG bad?

Bad when it's being forced down throats

Bad when will cripple fossil fuels

Bad bc bypasses ballot box

Bad bc using OUR $ to push THEIR agenda

Not necessarily bad in concept
o LA Energy Sector will transform itself
o Should allow to occur w/business leading
o NOT when forced to do so

How much have you divested?

$560 Million to date
$794 Million by end of the year
ALL BlackRock Treasury funds

Will this cost LA money?

No, strategic divestment over time
ESG funds have been outperformed
They cost more, deliver less

Why are you doing this?

Why spend LA $ with company
that wants to crush our fossil fuel industry?
Food off tables, $ from pockets and jobs away

Is ESG illegal?
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* Legal advisors and experts say YES
* Fiduciary duty - investors’ returns

* Putting ESG motivations above

* Violates LA law

Doesn’t BlackRock invest in oil & gas?

* Not enough to counter their ESG demands

Why just divesting BlackRock?

Why letter to Fink?

* Boasts about “forcing behaviors”
* Paying “Greeniums”
* Doesn’t make financial sense

Why is SFOF involved?

» Affect change collectively
e 23 Treasurers, $3 TRILLION
* Focus on State decision-making

How did you get involved?

» Cut our teeth — 2@ Amend
« SBC —instits trying to strip rights

What else can be done about ESG?

* Educate people on what it is
* Hosted ESG Summit for Legislators
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From: ECowser@treasury.la.gov <ECowser@treasury.la.gov>

Sent: Tuesday, October 04, 2022 11:45 AM EDT

To: NKeaton@treasury.la.gov <NKeaton@treasury.la.gov>; RKincaid@treasury.la.gov <RKincaid@treasury.la.gov>;
TLigi@treasury.la.gov <TLigi@treasury.la.gov>; JBroussard@treasury.la.gov <JBroussard@treasury.la.gov>; dtimack@treasury.la.gov
<dtmack@treasury.la.gov>; JSchroder@treasury.la.gov <JSchroder@treasury.la.gov>; PMatassa@treasury.la.gov
<PMatassa@treasury.la.gov>; RFree@treasury.la.gov <RFree@treasury.la.gov>; JTricou@treasury.la.gov <JTricou@treasury.la.gov>;
RKincaid@treasury.la.gov <RKincaid@treasury.la.gov>; KStuart@treasury.la.gov <KStuart@treasury.la.gov>

Subject: FINAL BlackRock letter

Attachment(s): "LA Treasurer Schroder Letter to Fink.pdf"

Making sure everyone has a copy of the final version.

ERIN M. COWSER

PRIVATE SECRETARY TO THE TREASURER
‘j OFFICE OF STATE TREASURER JOHN M. SCHRODER

k{::,,w'j\.' CELL: (225) 432-9363
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JOHN M. SCHRODER

LOUISIANA STATE TREASURER

(225) 342-0010 P.O. Box 44154
www. latreasury.com Baton Rouge, LA 70804

October 4, 2022

Mr. Laurence D. Fink
CEO

BlackRock, Inc.

55 East 52nd Street
New York, NY 10055

Dear Mr. Fink:

I write today on behalf of the hardworking citizens of the great state of Louisiana. Thank
you for the opportunity to visit with members of your team at the National Association of State
Treasurers (NAST) conference. While I appreciate the meeting and look forward to further
discussion, I found that the statements your representatives made contradicted most of the public
messaging [ have read in your annual letters to CEOs or heard you say in the media.

Your blatantly anti-fossil fuel policies would destroy Louisiana’s economy.

Therefore, Louisiana Treasury will liquidate all BlackRock investments by the end of
2022. To date we have divested $560 million. We are strategically divesting over a period of
time so state money is not lost to the detriment of our citizens. Once complete, this divestment
will reflect $794 million no longer entangled in BlackRock money market funds, mutual funds or
exchange-traded funds (ETFs) holdings.

This divestment is necessary to protect Louisiana from actions and policies that would
actively seek to hamstring our fossil fuel sector. In my opinion, your support of ESG investing is
inconsistent with the best economic interests and values of Louisiana. I cannot support an
institution that would deny our state the benefit of one of its most robust assets. Simply put, we
cannot be party to the crippling of our own economy.

In addition, according to my legal counsel, Environmental, Social and Governance (ESG)

investing is contrary to Louisiana law on fiduciary duties, which requires a sole focus on
financial returns for the beneficiaries of state funds. Focusing on ESG’s political and social goals
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or placing those goals above the duty to enhance investors’ returns is unacceptable under
Louisiana law. A letter signed by 19 state attorneys general sent to you recently emphasized this
same point.

I fully realize, as your representatives noted during our recent meeting, that BlackRock
currently invests in oil and gas companies. Nonetheless, your consistent public messaging has
made very clear what BlackRock is demanding from fossil fuel company CEOs and every other
company they invest in.

BlackRock has been a champion for ESG investing. Your 2021 letter to CEOs clearly
specified that BlackRock’s goal is an economy “that emits no more carbon dioxide than it removes
from the atmosphere by 2050,” which you acknowledge will require ““a transformation of the entire
economy.” You call for a “transformation” of our entire economy that will not be made through a
democratic process. Instead you talked about how,"[b]ehaviors are going to have to change and
this is one thing we are asking companies. You have to force behaviors. And at Blackrock, we are
forcing behaviors." So much for democracy.

You have admitted that your ESG agenda of forcing behaviors will not increase investor
returns. Your 2022 letter to CEOs stated plainly that “We need to be honest about the fact that
green products often come at a higher cost.” High cost/low return environmental policies will
reduce a company’s profits...and investors’ returns.

BlackRock applies this model to its ESG products, exploiting investor’s social conscience
to extract higher fees. A recent study of U.S. fund fees referred to investors in so-called
sustainable funds paying “greeniums” compared to conventional funds.

Then there is the matter of returns. Recently Blackrock set a record for “the largest
amount of money lost by a single firm over a six-month period” having “lost $1.7 trillion of
clients’ money,” associated with ESG accounts, according to a July 20, 2022 Bloomberg article
titled “BlackRock Is Breaking the Wrong Kind of Records.” Such huge losses would seem to
indicate that BlackRock is either not focused on investor returns or that its ESG investment
strategy is flawed. Neither bodes well for investors.

Under Louisiana law, investors’ returns take precedence.

I’m convinced that ESG investing is more than bad business; it’s a threat to our founding
principles: democracy, economic freedom, and individual liberty. It threatens our democracy,
bypasses the ballot box and allows large investment firms to push political agendas. It threatens
our economic freedom because these firms use their massive shareholdings to compel CEOs to
put political motivations above a company’s profits and investors’ returns. Finally, it threatens
our personal liberty because these firms are using our money to push their agendas contrary to
the best interests of the people whose money they are using! There is a difference between
offering an ESG investment option for those investors so inclined, and using other peoples’ non-
ESG investments to promote ESG shareholder initiatives.

LA-TREAS-22-0997-A-000037


https://www.blackrock.com/corporate/investor-relations/2021-larry-fink-ceo-letter
https://www.blackrock.com/corporate/investor-relations/larry-fink-ceo-letter?cid=ppc:blk_us:sem_us_larry%20letter_defensive_bmm:bing:brand_nonprod:ei&gclid=76cf452be8781538dd692619f428ab4a&gclsrc=3p.ds&
https://www.morningstar.com/content/dam/marketing/shared/pdfs/Research/annual-us-fund-fee-study-updated.pdf
https://www.washingtonpost.com/business/energy/blackrock-is-breaking-the-wrong-kind-of-records/2022/07/20/a208b11e-07e9-11ed-80b6-43f2bfcc6662_story.html
https://www.washingtonpost.com/business/energy/blackrock-is-breaking-the-wrong-kind-of-records/2022/07/20/a208b11e-07e9-11ed-80b6-43f2bfcc6662_story.html

As State Treasurer, I oversee $64.8 billion in cash flow and $16 billion in trust funds on
behalf of the citizens of Louisiana. I refuse to invest a penny of our state’s funds with a company
that would take food off tables, money out of pockets and jobs away from hardworking
Louisianans. My top priority is the monetary best interests of Louisiana’s citizens and the funds I
am responsible for investing on their behalf. This requires responsible, financially-sound
decision making.

The investment firms we utilize must practice that same fiduciary duty to make their
clients’ financial success their paramount priority rather than political and social agendas
embodied in ESG investing. Period.

Sincerely,

N Selle .

ohn M. Schroder
State Treasurer

JMS/ec
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From: ECowser@treasury.la.gov <ECowser@treasury.la.gov> on behalf of Erin Cowser <ECowser@treasury.la.gov>

Sent: Tuesday, October 04, 2022 11:45 AM EDT
To: Nancy Keaton <NKeaton@treasury.la.gov>; Rachel Kincaid <RKincaid@treasury.la.gov>; Tony Ligi <TLigi@treasury.la.gov>; John

Broussard <JBroussard@treasury.la.gov>; Desie Thymes Mack <dtmack@treasury.la.gov>; John Schroder
<JSchroder@treasury.la.gov>; Pamela Matassa <PMatassa@treasury.la.gov>; Renee Free <RFree@treasury.la.gov>; Jasmine Tricou
<JTricou@treasury.la.gov>; Rachel Kincaid <RKincaid@treasury.la.gov>; Kathy Stuart <KStuart@treasury.la.gov>

Subject: FINAL BlackRock letter
Attachment(s): "LA Treasurer Schroder Letter to Fink.pdf"

Making sure everyone has a copy of the final version.

ERIN M. COWSER

PRIVATE SECRETARY TO THE TREASURER
OFFICE OF STATE TREASURER JOHN M. SCHRODER
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JOHN M. SCHRODER

LOUISIANA STATE TREASURER

(225) 342-0010 P.O. Box 44154
www. latreasury.com Baton Rouge, LA 70804

October 4, 2022

Mr. Laurence D. Fink
CEO

BlackRock, Inc.

55 East 52nd Street
New York, NY 10055

Dear Mr. Fink:

I write today on behalf of the hardworking citizens of the great state of Louisiana. Thank
you for the opportunity to visit with members of your team at the National Association of State
Treasurers (NAST) conference. While I appreciate the meeting and look forward to further
discussion, I found that the statements your representatives made contradicted most of the public
messaging [ have read in your annual letters to CEOs or heard you say in the media.

Your blatantly anti-fossil fuel policies would destroy Louisiana’s economy.

Therefore, Louisiana Treasury will liquidate all BlackRock investments by the end of
2022. To date we have divested $560 million. We are strategically divesting over a period of
time so state money is not lost to the detriment of our citizens. Once complete, this divestment
will reflect $794 million no longer entangled in BlackRock money market funds, mutual funds or
exchange-traded funds (ETFs) holdings.

This divestment is necessary to protect Louisiana from actions and policies that would
actively seek to hamstring our fossil fuel sector. In my opinion, your support of ESG investing is
inconsistent with the best economic interests and values of Louisiana. I cannot support an
institution that would deny our state the benefit of one of its most robust assets. Simply put, we
cannot be party to the crippling of our own economy.

In addition, according to my legal counsel, Environmental, Social and Governance (ESG)

investing is contrary to Louisiana law on fiduciary duties, which requires a sole focus on
financial returns for the beneficiaries of state funds. Focusing on ESG’s political and social goals
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or placing those goals above the duty to enhance investors’ returns is unacceptable under
Louisiana law. A letter signed by 19 state attorneys general sent to you recently emphasized this
same point.

I fully realize, as your representatives noted during our recent meeting, that BlackRock
currently invests in oil and gas companies. Nonetheless, your consistent public messaging has
made very clear what BlackRock is demanding from fossil fuel company CEOs and every other
company they invest in.

BlackRock has been a champion for ESG investing. Your 2021 letter to CEOs clearly
specified that BlackRock’s goal is an economy “that emits no more carbon dioxide than it removes
from the atmosphere by 2050,” which you acknowledge will require ““a transformation of the entire
economy.” You call for a “transformation” of our entire economy that will not be made through a
democratic process. Instead you talked about how,"[b]ehaviors are going to have to change and
this is one thing we are asking companies. You have to force behaviors. And at Blackrock, we are
forcing behaviors." So much for democracy.

You have admitted that your ESG agenda of forcing behaviors will not increase investor
returns. Your 2022 letter to CEOs stated plainly that “We need to be honest about the fact that
green products often come at a higher cost.” High cost/low return environmental policies will
reduce a company’s profits...and investors’ returns.

BlackRock applies this model to its ESG products, exploiting investor’s social conscience
to extract higher fees. A recent study of U.S. fund fees referred to investors in so-called
sustainable funds paying “greeniums” compared to conventional funds.

Then there is the matter of returns. Recently Blackrock set a record for “the largest
amount of money lost by a single firm over a six-month period” having “lost $1.7 trillion of
clients’ money,” associated with ESG accounts, according to a July 20, 2022 Bloomberg article
titled “BlackRock Is Breaking the Wrong Kind of Records.” Such huge losses would seem to
indicate that BlackRock is either not focused on investor returns or that its ESG investment
strategy is flawed. Neither bodes well for investors.

Under Louisiana law, investors’ returns take precedence.

I’m convinced that ESG investing is more than bad business; it’s a threat to our founding
principles: democracy, economic freedom, and individual liberty. It threatens our democracy,
bypasses the ballot box and allows large investment firms to push political agendas. It threatens
our economic freedom because these firms use their massive shareholdings to compel CEOs to
put political motivations above a company’s profits and investors’ returns. Finally, it threatens
our personal liberty because these firms are using our money to push their agendas contrary to
the best interests of the people whose money they are using! There is a difference between
offering an ESG investment option for those investors so inclined, and using other peoples’ non-
ESG investments to promote ESG shareholder initiatives.
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https://www.blackrock.com/corporate/investor-relations/2021-larry-fink-ceo-letter
https://www.blackrock.com/corporate/investor-relations/larry-fink-ceo-letter?cid=ppc:blk_us:sem_us_larry%20letter_defensive_bmm:bing:brand_nonprod:ei&gclid=76cf452be8781538dd692619f428ab4a&gclsrc=3p.ds&
https://www.morningstar.com/content/dam/marketing/shared/pdfs/Research/annual-us-fund-fee-study-updated.pdf
https://www.washingtonpost.com/business/energy/blackrock-is-breaking-the-wrong-kind-of-records/2022/07/20/a208b11e-07e9-11ed-80b6-43f2bfcc6662_story.html
https://www.washingtonpost.com/business/energy/blackrock-is-breaking-the-wrong-kind-of-records/2022/07/20/a208b11e-07e9-11ed-80b6-43f2bfcc6662_story.html

As State Treasurer, I oversee $64.8 billion in cash flow and $16 billion in trust funds on
behalf of the citizens of Louisiana. I refuse to invest a penny of our state’s funds with a company
that would take food off tables, money out of pockets and jobs away from hardworking
Louisianans. My top priority is the monetary best interests of Louisiana’s citizens and the funds I
am responsible for investing on their behalf. This requires responsible, financially-sound
decision making.

The investment firms we utilize must practice that same fiduciary duty to make their
clients’ financial success their paramount priority rather than political and social agendas
embodied in ESG investing. Period.

Sincerely,

N Selle .

ohn M. Schroder
State Treasurer

JMS/ec
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From: JBroussard@treasury.la.gov <JBroussard@treasury.la.gov> on behalf of John Broussard <JBroussard@treasury.la.gov>
Sent: Friday, December 02, 2022 8:16 AM EST

To: John Schroder <JSchroder@treasury.la.gov>

CC: Desie Thymes Mack <dtmack@treasury.la.gov>; Rachel Kincaid <RKincaid@treasury.la.gov>; Nancy Keaton
<NKeaton@treasury.la.gov>; Lela Folse <LFolse@treasury.la.gov>; Pamela Matassa <PMatassa@treasury.la.gov>; Erin Cowser
<ECowser@treasury.la.gov>

Subject: Florida Divesting $2B in BlackRock's Latest ESG Defection

Florida Divesting $2 Billion in BlackRock's Latest ESG Defection

John Broussard
Assistant State Treasurer

Chief Investment Officer
Louisiana Department of Treasury
(225) 342-0013
jbroussard@treasury.la.gov

From: FundFire [mailto:news@fundfire.com]

Sent: Friday, December 2, 2022 6:47 AM

To: John Broussard <JBroussard@treasury.la.gov>

Subject: Florida Divesting $2B in BlackRock's Latest ESG Defection

**Verify sender email address/content**

December 2, 2022

Florida Divesting $2B in BlackRock's Latest ESG Defection

Pimco Rolls Out Real Estate Interval Fund

Blackstone Limits Redemptions at Commercial Property Fund

Mercer Advisors Acquires $5B Wealth Manager

TPG Founder's Family Office to Open Up to Other Wealthy Investors

People Moves
Thornburg Replaces Global Distribution Head

Commonfund Names New CEO for Private Capital Biz
NYC Asset Management Bureau Selects Deputy CIOs

Merrill Reels In $160M Advisor from Morgan Stanley

On FinancialTimes.com

The FT's 25 Most Influential Women of 2022
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From: JBroussard@treasury.la.gov <JBroussard@treasury.la.gov>

Sent: Friday, December 02, 2022 8:16 AM EST

To: JSchroder@treasury.la.gov <JSchroder@treasury.la.gov>

CC: dtmack@treasury.la.gov <dtmack@treasury.la.gov>; RKincaid@treasury.la.gov <RKincaid@treasury.la.gov>;
NKeaton@treasury.la.gov <NKeaton@treasury.la.gov>; LFolse@treasury.la.gov <LFolse@treasury.la.gov>; PMatassa@treasury.la.gov
<PMatassa@treasury.la.gov>; ECowser@treasury.la.gov <ECowser@treasury.la.gov>

Subject: Florida Divesting $2B in BlackRock's Latest ESG Defection

Florida Divesting $2 Billion in BlackRock's Latest ESG Defection

John Broussard
Assistant State Treasurer

Chief Investment Officer
Louisiana Department of Treasury
(225) 342-0013
jbroussard@treasury.la.gov

From: FundFire [mailto:news@fundfire.com]

Sent: Friday, December 2, 2022 6:47 AM

To: John Broussard <JBroussard@treasury.la.gov>

Subject: Florida Divesting $2B in BlackRock's Latest ESG Defection

**Verify sender email address/content**

December 2, 2022

Florida Divesting $2B in BlackRock's Latest ESG Defection

Pimco Rolls Out Real Estate Interval Fund

Blackstone Limits Redemptions at Commercial Property Fund

Mercer Advisors Acquires $5B Wealth Manager

TPG Founder's Family Office to Open Up to Other Wealthy Investors

People Moves
Thornburg Replaces Global Distribution Head

Commonfund Names New CEO for Private Capital Biz
NYC Asset Management Bureau Selects Deputy CIOs

Merrill Reels In $160M Advisor from Morgan Stanley

On FinancialTimes.com

The FT's 25 Most Influential Women of 2022
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From: comments@treasury.la.gov <comments@treasury.la.gov>

Sent: Thursday, October 06, 2022 2:45 PM EDT

To: JSchroder@treasury.la.gov <JSchroder@treasury.la.gov>; dtmack@treasury.la.gov <dtmack@treasury.la.gov>;
JBroussard@treasury.la.gov <JBroussard@treasury.la.gov>

Subject: FW: [Louisiana Treasury] Contact - new submission

From: Greg Cameron <reply-to+015851d328a3@crm.wix.com>
Sent: Thursday, October 6, 2022 1:44 PM

To: comments <comments@treasury.la.gov>

Subject: [Louisiana Treasury] Contact - new submission

**Verify sender email address/content**

Greg Cameron just submitted your form: Contact
onLouisiana Treasury

Message Details:

Dropdown Field:Investments

First Name:Greg

Last Name:Cameron

Email:gregory.cameron61@gamail.com

Phone:13372780564

Message:| read an article on your office divesting from Blackrock over
ESG policies. | fully support this. All of my family are voters and need to
watch the effects on our 401's. Please hire someone smart enough to
see the effects on the 401's to divesting these assets, agreements or
contract's and so on. Thanks Greg

If you think this submission is spam,report it as spam.

To edit your email settings, go to your Inbox on desktop.
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From: JBroussard@treasury.la.gov <JBroussard@treasury.la.gov>

Sent: Wednesday, April 13, 2022 8:25 AM EDT

To: JSchroder@treasury.la.gov <JSchroder@treasury.la.gov>; TLigi@treasury.la.gov <TLigi@treasury.la.gov>; NKeaton@treasury.la.gov
<NKeaton@treasury.la.gov>; KStuart@treasury.la.gov <KStuart@treasury.la.gov>; RKincaid@treasury.la.gov
<RKincaid@treasury.la.gov>; PMatassa@treasury.la.gov <PMatassa@treasury.la.gov>

Subject: FW: AMY MATHEWS has forwarded you an article.

ALEC Model Legislation: https://alec.org/model-policy/state-government-employee-
retirement-protection-act/

Conservative Group Seeks to Block State Pensions from ESG Efforts

By Bridget Hickey April 13,2022
A conservative association of state legislators has launched a new effort to restrict pensions’ consideration of environmental and social issues.

The American Legislative Exchange Council, or ALEC, last week released newmodel legislation meant as an outline for state lawmakers seeking to
bar plan fiduciaries from sacrificing returns or taking on additional investment risk to promote “non-pecuniary or non-financial social, political or other
benefits or goals.” The model policies also restrict state pensions from casting proxy votes to further such objectives.

The association writes ready-made legislation to be adopted by state legislators. Between 2010 and 2018, its model bills were introduced 2,900 times
across all 50 states and in Congress and had a 21% pass rate, according to ALEC, citing an investigation by USA Today, the Arizona Republic, and the
Center for Public Integrity.

Countering ESG investing by state pension funds is a driving factor behind the new proposal, the association’s chief economist told theWall Street
Journal. He argued that state pensions should be banned from “politically driven” investment strategies. ALEC did not respond to an interview request
from FundFire.

The new template does not explicitly bar environmental, social, and governance, or ESG, investing, but states that “environmental, social, corporate
governance, or other similarly oriented considerations are pecuniary factors only if they present economic risks or opportunities that qualified investment
professionals would treat as material economic considerations under generally accepted investment theories.”

The move comes at a time when many state pension boards are grappling with the material risks posed to their portfolios by environmental and social
issues. TheCalifornia Public Employees' Retirement System, for example, has calculated that about 20% of its holdings are exposed to physical or
transition risk from climate change. TheNew York State Common Retirement Fund is divesting from many of its fossil fuel holdings, citing risks to
the financial performance of these investments as the world transitions to a low-carbon economy.

Pensions are also flexing their shareholder muscles on these issues. The California State Teachers’ Retirement System is pushing companies for
better disclosure of key climate metrics and for greater board diversity, asreported.

Maine, in June, became the first U.S. state to require its pension to divest from fossil fuels.
In contrast, some Republican-leaning states that have made moves to punish managers that eschew oil and gas investments, asreported.

Texas passed a law last year to force all state investment funds, including theTeacher Retirement System of Texas and the Texas Permanent School
Fund, to divest from companies that shun fossil fuel investments, asreported.

The challenge for states that pass these types of “anti-ESG” laws is that the ESG has become more and more integrated into the investment universe,
said Josh Lichtenstein, an ERISA partner at the law firmRopes & Gray.

Long term, if more states adopt these laws, asset managers will either determine that they want to manage that pool of money by launching standalone
products or using separately managed accounts, or some state plans will not have access to the full range of investments available to their peers, he said.

“The biggest question is, are these states going to continue to have access to investments or not?”

ALEC’s legislative template shares some common language with a rule from the Trump Administration’sDepartment of Labor that bound retirement
plan fiduciaries to a “pecuniary” standard when making investment decisions.

When first announced, the DOL said the rule would explicitly bar ESG investing for plans sponsors governed by theEmployee Retirement Income
Security Act, also known as ERISA, which includes corporate pensions. However, the DOL appeared to walk back these plans following industry
outcry, and the text of the final rule did not prohibit fiduciaries from considering environmental impact and workplace practices when relevant to the
financial analysis, asreported.

The Biden administration stopped enforcing the Trump-era rule and proposed a new rule that would make it easier for corporate pensions to include
climate change and other environmental, social and governance factors in their investment lineups and to exercise their shareholder rights “seriously,” as
reported. The October proposal calls for ERISA fiduciaries to consider climate change and ESG factors as part of their investment evaluations.

The Trump administration’s ESG rule caused “real concern” in the industry that U.S. corporate pensions could miss out on the full range of investment
products available to international and, particularly, European peers, who demand more ESG exposure, Lichtenstein said.

“I'do not believe that we have the tools to cleanly identify and separate out which investments are “politically motivated,” and which are not,”
saidOlivia Mitchell, an economist at the Wharton School of the University of Pennsylvania, who lchdA-hREADIZZ-E8HA-A<080058uncil, in an
email.



“My research shows that some conclude that taking [ESG] into account enhances investment performance; others argue that it adds alpha potential; and
still others argue that it can mitigate portfolio risk. In the case of pension funds, many struggle to find a clear balance between social responsibility and
the fiduciary duty to act to maximize return on behalf of their participants,” she said.

Investment industry professionals have been divided on the merits of ESG, with some arguing that the approach adds value, some raising concerns about
products that promise more than they deliver, and still others questioning the entire premise. Apoll of FundFire readers last year found that 31% thought
ESG strategies were largely delivering what they promised, while 69% said that many offerings on the market today just use ESG as a marketing
gimmick.

Jason Hsu, the founder and chief investment officer of China-focused investment boutiqueRayliant Global Advisors, said by email that he sees
“research merit” behind the legislation.

“There is little empirical support that ESG investing would enhance investment return,” he said. “There are a lot of theoretical reasons why ESG
investing could negatively impact investment efficiency.”

Some argue that the jury is still out.

"I don't think there's enough evidence out there right now to say whether screening for ESG factors has added value, produced the same or detracted
value," saidRuss Kamp, a managing director at Ryan ALM, a fixed income manager that works mostly with defined benefit pensions.

Until there are some specifics, “I think it's tough to make an assessment as to whether or not this legislation is even warranted," he said.

"I think pension America has bigger problems to face as we see this interest rate environment change dramatically from what we've enjoyed over the last
40 years," Kamp added.

Related Content

January 21, 2022 Managers Fa rowing Resistance to Climate Policies from R
November 03, 2021 DOL's Proposed Rule Elevates Status of ESG: ERISA Lawyer

For more articles like this one, go to https://www.fundfire.com.FundFire is an information service of Money-Media, a Financial Times company. Please
note that your email address will be stored to monitor compliance with our Terms & Conditions. In addition, if you work for a firm which has an
existing license to FundFire, we may contact you with details on how to be added to the license at no additional cost. If you do not wish to be contacted
for this purpose, pleaseclick hereto send an email request for removal.

Please see our Privacy Policy for further details.
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From: JBroussard@treasury.la.gov <JBroussard@treasury.la.gov> on behalf of John Broussard <JBroussard@treasury.la.gov>

Sent: Wednesday, April 13, 2022 8:25 AM EDT

To: John Schroder <JSchroder@treasury.la.gov>; Tony Ligi <TLigi@treasury.la.gov>; Nancy Keaton <NKeaton@treasury.la.gov>; Kathy
Stuart <KStuart@treasury.la.gov>; Rachel Kincaid <RKincaid@treasury.la.gov>; Pamela Matassa <PMatassa@treasury.la.gov>
Subject: FW: AMY MATHEWS has forwarded you an article.

ALEC Model Legislation: https://alec.org/model-policy/state-government-employee-
retirement-protection-act/

Conservative Group Seeks to Block State Pensions from ESG Efforts

By Bridget Hickey April 13,2022

A conservative association of state legislators has launched a new effort to restrict pensions’ consideration of environmental and social issues.

The American Legislative Exchange Council, or ALEC, last week released newmodel legislation meant as an outline for state lawmakers seeking to
bar plan fiduciaries from sacrificing returns or taking on additional investment risk to promote “non-pecuniary or non-financial social, political or other
benefits or goals.” The model policies also restrict state pensions from casting proxy votes to further such objectives.

The association writes ready-made legislation to be adopted by state legislators. Between 2010 and 2018, its model bills were introduced 2,900 times
across all 50 states and in Congress and had a 21% pass rate, according to ALEC, citing an investigation by USA Today, the Arizona Republic, and the
Center for Public Integrity.

Countering ESG investing by state pension funds is a driving factor behind the new proposal, the association’s chief economist told theWall Street
Journal. He argued that state pensions should be banned from “politically driven” investment strategies. ALEC did not respond to an interview request
from FundFire.

The new template does not explicitly bar environmental, social, and governance, or ESG, investing, but states that “environmental, social, corporate
governance, or other similarly oriented considerations are pecuniary factors only if they present economic risks or opportunities that qualified investment
professionals would treat as material economic considerations under generally accepted investment theories.”

The move comes at a time when many state pension boards are grappling with the material risks posed to their portfolios by environmental and social
issues. TheCalifornia Public Employees' Retirement System, for example, has calculated that about 20% of its holdings are exposed to physical or
transition risk from climate change. TheNew York State Common Retirement Fund is divesting from many of its fossil fuel holdings, citing risks to
the financial performance of these investments as the world transitions to a low-carbon economy.

Pensions are also flexing their shareholder muscles on these issues. The California State Teachers’ Retirement System is pushing companies for
better disclosure of key climate metrics and for greater board diversity, asreported.

Maine, in June, became the first U.S. state to require its pension to divest from fossil fuels.
In contrast, some Republican-leaning states that have made moves to punish managers that eschew oil and gas investments, asreported.

Texas passed a law last year to force all state investment funds, including theTeacher Retirement System of Texas and the Texas Permanent School
Fund, to divest from companies that shun fossil fuel investments, asreported.

The challenge for states that pass these types of “anti-ESG” laws is that the ESG has become more and more integrated into the investment universe,
said Josh Lichtenstein, an ERISA partner at the law firmRopes & Gray.

Long term, if more states adopt these laws, asset managers will either determine that they want to manage that pool of money by launching standalone
products or using separately managed accounts, or some state plans will not have access to the full range of investments available to their peers, he said.

“The biggest question is, are these states going to continue to have access to investments or not?”

ALEC’s legislative template shares some common language with a rule from the Trump Administration’sDepartment of Labor that bound retirement
plan fiduciaries to a “pecuniary” standard when making investment decisions.

When first announced, the DOL said the rule would explicitly bar ESG investing for plans sponsors governed by theEmployee Retirement Income
Security Act, also known as ERISA, which includes corporate pensions. However, the DOL appeared to walk back these plans following industry
outcry, and the text of the final rule did not prohibit fiduciaries from considering environmental impact and workplace practices when relevant to the
financial analysis, asreported.

The Biden administration stopped enforcing the Trump-era rule and proposed a new rule that would make it easier for corporate pensions to include
climate change and other environmental, social and governance factors in their investment lineups and to exercise their shareholder rights “seriously,” as
reported. The October proposal calls for ERISA fiduciaries to consider climate change and ESG factors as part of their investment evaluations.

The Trump administration’s ESG rule caused “real concern” in the industry that U.S. corporate pensions could miss out on the full range of investment
products available to international and, particularly, European peers, who demand more ESG exposure, Lichtenstein said.

“I do not believe that we have the tools to cleanly identify and separate out which investments are “politically motivated,” and which are not,”
saidOlivia Mitchell, an economist at the Wharton School of the University of Pennsylvania, who leads the school’s pension research council, in an
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“My research shows that some conclude that taking [ESG] into account enhances investment performance; others argue that it adds alpha potential; and
still others argue that it can mitigate portfolio risk. In the case of pension funds, many struggle to find a clear balance between social responsibility and
the fiduciary duty to act to maximize return on behalf of their participants,” she said.

Investment industry professionals have been divided on the merits of ESG, with some arguing that the approach adds value, some raising concerns about
products that promise more than they deliver, and still others questioning the entire premise. Apoll of FundFire readers last year found that 31% thought
ESG strategies were largely delivering what they promised, while 69% said that many offerings on the market today just use ESG as a marketing
gimmick.

Jason Hsu, the founder and chief investment officer of China-focused investment boutiqueRayliant Global Advisors, said by email that he sees
“research merit” behind the legislation.

“There is little empirical support that ESG investing would enhance investment return,” he said. “There are a lot of theoretical reasons why ESG
investing could negatively impact investment efficiency.”

Some argue that the jury is still out.

"I don't think there's enough evidence out there right now to say whether screening for ESG factors has added value, produced the same or detracted
value," saidRuss Kamp, a managing director at Ryan ALM, a fixed income manager that works mostly with defined benefit pensions.

Until there are some specifics, “I think it's tough to make an assessment as to whether or not this legislation is even warranted," he said.

"I think pension America has bigger problems to face as we see this interest rate environment change dramatically from what we've enjoyed over the last
40 years," Kamp added.
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From: AMathews@treasury.la.gov <AMathews@treasury.la.gov>

Sent: Friday, April 22, 2022 2:52 PM EDT

To: JSchroder@treasury.la.gov <JSchroder@treasury.la.gov>; JBroussard@treasury.la.gov <JBroussard@treasury.la.gov>
CC: dtmack@treasury.la.gov <dtmack@treasury.la.gov>; JTricou@treasury.la.gov <JTricou@treasury.la.gov>

Subject: FW: Divesting of LASERS' investment in Chinese surveillance company in KKR Asian Fund llI

Attachment(s): "UFCW letter to LASERS 033122.pdf","The Wire - The Surveillance Stake 02202022.pdf"

John & John... I don’t see your name on this email... passing it on... Amy

AMY A. MATHEWS

INVESTMENT OFFICER 11
OFFICE OF STATE TREASURER JOHN M. SCHRODER
WORK: (225) 342-1598 | FAX: (225)342-9721

From: Courtney Alexander <calexander@ufcw.org>

Sent: Friday, April 22, 2022 1:44 PM

To: william@wkleinpeter.com; sstemplet0310@gmail.com; Thomas.Bickham@la.gov; virginia.burton@cox.net;
charlesfcastille@gmail.com; byron.decoteau@Ila.gov; ternisa.hutchinson@la.gov; amymat221@gmail.com;
barbaramcmanus02@gmail.com; Barbara.Goodson@la.gov; devillierp@legis.la.gov; peacockb@legis.la.gov; pricee@legis.la.gov;
Amy Mathews <AMathews@treasury.la.gov>

Cc: executivedirector@lasersonline.org; David Young <dyoung@ufcw.org>; Jon Scolnik <jscolnik@ufcw.org>

Subject: Divesting of LASERS' investment in Chinese surveillance company in KKR Asian Fund Il

**Verify sender email address/content**

As a Trustee of the Louisiana State Employees Retirement System, we are providing you with a copy of our letter and its
attachment to Ms. Cindy Rougeou.

Please contact me if you have any questions.

Courtney Alexander

Research Department

United Food & Commercial Workers International Union
631-834-4681
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2/22/22, 5:15 PM

The Surveillance Stake - The Wire China

The Wire (/ina

COVER STORY

The Surveillance Stake

A Chinese company backed by American pension fund money and built
by one of world's premier private equity firms publicly touted its ties to
China's surveillance apparatus. Is U.S. outbound investment in trouble?
BY KATRINA NORTHROP — FEBRUARY 20, 2022

Illlustration by Sam Ward

n March 2020, a town 30 miles northeast of Shanghai’s city center was scrambling to respond to the
I unfolding pandemic. In its effort to control the spread of Covid-19, the town of Shuxin announced that the
government would be implementing a new technology in its government buildings: The “CUE All-in-One

Machine.”

A sleek black device with a camera at eye level, a wide square screen in the middle and two skinny poles
connected to wheels at the bottom, the All-in-One Machine uses facial recognition technology and thermal
imaging to identify individuals who are walking by and take their temperature. It was produced by Cue Group
(https://cue.group/#/), a China-based portfolio company held by one of the world’s biggest financial services

firms, the American private equity giant KKR & Company.
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The CUE All-in-One Machine. Credit: Cue Group

But the device’s utility goes far beyond pandemic prevention. As Cue’s head of new retail products made clear

during the 2020 announcement (https://cue.group/#/newsdetails?id=2020 005) in Shuxin, even after Covid-

19 subsides, the device could continue to be used to “collect daily passenger flow, record visitors’ information,
send warnings about abnormal passenger flow, prevent incidents involving many people gathering” and even
“recognize specific blacklisted people.”

Why would Cue Group, a digital marketing company that New York-based KKR established in 2017, develop
a device with such wide ranging surveillance applications? The answer may be linked, in part, to the Ministry
of Public Security (MPS), one of the architects of China’s domestic surveillance apparatus.

An investigation by The Wire has determined that Cue — a relatively young firm backed by American pension
fund money and built by one of America’s premier private equity firms — promoted a collaboration with a
Chinese government agency known for operating the world’s most sophisticated surveillance network, all at a
time when critics have alleged that this vast spying and monitoring system was being used to engage in human
rights abuses (https://www.nytimes.com/interactive/2019/11/16/world/asia/china-xinjiang-documents.html)
against Uyghur minorities in the country’s far northwest region of Xinjiang.

While it is unclear how the technology developed by American-backed Cue has been deployed in China, both
KKR and Cue have scrambled to distance themselves from any association with the surveillance industry,
telling 7he Wire this week that Cue remains a digital marketing company. A spokesperson for New York Stock
Exchange-listed KKR said the firm was unaware of any collaboration between Cue and China’s security forces
and noted that KKR had recently reduced its controlling stake in Cue, one of its 16 Chinese portfolio
companies, and now has a minority stake. (See KKR’s complete statement here

(https://drive.google.com/file/d/1BI2Nz2]ihc4AEMpmse GEvINcVO CxHSBoWk/view?usp=sharing).)

But Shanghai-based Cue promoted its ties to MPS on its website for nearly two years. This week, after being
questioned about its partnership with the Video National Engineering Laboratory Zhuhai Innovation Center

(http://nelivaiczh.com.cn/), a government laboratory under MPS, Cue appears to have edited a web page to
remove passages touting the collaboration on the All-in-One Machine. In a statement to Zhe Wire, Cue said
there never was any collaboration with the state lab, even though the Zhuhai lab confirmed in an email to Z5e
Wire that it had at one time collaborated with Cue and one of its wholly-owned subsidiaries. The lab did not
describe the exact nature of the collaboration.
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After being approached by The Wire, Cue Group appears to have removed the highlighted sentence on their
website, says: “The CUE All-in-One Machine is an epidemic prevention product jointly and urgently developed by
Cue Group, Zhuhai Zhongdun Star Technology [a subsidiary of Cue Group] and the National Video Engineering
Laboratory (Zhuhai) Innovation Center.” Source: Cue Group (https://cue.group/#/newsdetails?id=2020_005)

The discovery that a KKR-backed firm may have jointly developed a surveillance system with a lab connected
to the Ministry of Public Security comes at a challenging time for U.S. companies doing business in China. A
growing number of critics have pressured firms to divest or take a stand on China’s human rights violations,
especially what some have described (https://www.nytimes.com/2021/01/19/us/politics/trump-china-

xinjiang.html) as a genocide against Uyghurs. A focal point of those efforts has been evidence of China’s

of facial recognition cameras, online monitoring and physical checkpoints that have transformed the Xinjiang
region (https://www.nytimes.com/2019/05/22/world/asia/china-surveillance-xinjiang.html) into something
akin to a modern day Gulag.

The Trump and Biden administration have each announced a raft of economic sanctions against Chinese
companies and government entities for their involvement in human rights violations, and the surveillance
industry has been particularly scrutinized. Prominent Chinese firms like SenseTime
(https://www.ft.com/content/8ee73509-e364-494e-b4c8-19a4f675078), Megvii Technology
(https://www.bloomberg.com/news/articles/2020-04-06/u-s-blacklist-hurt-china-ai-giant-s-sales-ahead-of-

over-role-in-Xinjiang-abuses) and Dahua Technology (https://www.nytimes.com/2019/10/07/us/politics/us-
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to-blacklist-28-chinese-entities-over-abuses-in-xinjiang.html) have been blacklisted for providing technology

to or collaborating with the Chinese government’s surveillance efforts. Amid both the public scrutiny and well-
documented human rights concerns, analysts say that any association with the MPS is a huge red flag for

global investors.

The fact that KKR had a controlling stake in Cue Group while Cue was openly promoting its connection to
the MPS lab is “a wake up call” to global companies, says Michael Santoro

University’s Leavey School of Business. If a private equity firm’s portfolio company works with China’s

surveillance apparatus, he says, “It could hardly be a more direct line between their investment and human

rights violations.”

Cue’s ties to the state lab were first uncovered by researchers working for an American labor union, the United

scrutinizing the private equity firm because of its deals in the grocery business. Zbe Wire undertook its own

independent investigation into the case during the past six weeks, reviewing corporate filings in the U.S.,

Germany, Singapore and China.

Tangled Affiliations

According fo Cue's company statements and the Zhuhai Innovation
Center, Cue Group ond Zhuhoi Zhongdun worked with the Ministry of
Public Security offilioted Lob on technolagy development. Cue Group
and KKR deny that there was any collaboration.

\Ministry of Public Security
First Research Institute

Majority owned by KKR

until 2021;
KKR now hos o minority
stake
(ue Group --- Estoblished under
i lnintly developed
| technology
|
Whally controlled | . .
sisdoy ] Zhuhai Innovation
: - Center
i L
i Jointly developed
: i technology
Zhuhai Zhongdun ! ’

Star Technology -

Source: Corporate records, news releases, and the
Zhuhai Innovation Center website

According to the records, KKR — which is the second
largest private equity group in the world with $459 billion
(https://www.kkr.com/kkr-today) worth of assets under

its management — holds a stake in Cue through its KKR
Asian Fund III. The limited partners (or investors) in
Asian Fund I1T include some of America’s biggest state
pension funds, including the New York State Common
Retirement Fund, the California State Teachers’
Retirement System and the Florida State Board of
Administration. Courtney Alexander, the researcher who
compiled the material on Cue at UFCW, calls this

investment “unconscionable for state pension funds.”

While there are no indications that Cue or KKR did
anything improper, and while details of the partnership
remain unclear, Cue’s effort to build ties with China’s
surveillance state comes amid increased calls within the
U.S. to better screen outbound investment to China.
Currently, Chinese investment in the U.S. is reviewed by
the Committee on Foreign Investment in the United

issues/international/the-committee-on-foreign-
investment-in-the-united-states-cfius), or CFIUS, but no
such mechanism exists for U.S. investment in China. New
legislation already in the works to create a kind of
“reverse” CFIUS
(https://www.atlanticcouncil.org/blogs/econographics/is-

the-us-going-to-screen-outbound-investment/) could

catch problematic investments in the Chinese surveillance industry, for example, and it is gaining ground.

“There is a lot of momentum behind it,” says Martijn Rasser (https://www.cnas.org/people/martijn-rasser), a

senior fellow at the Center for a New American Security (CNAS) and former analyst at the CIA, where he
focused on foreign emerging technologies. Cue Group “could become a poster child for exactly why this

legislation is of interest in the White House and Congress.”

THE PIVOT
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Cue Group’s CEO Shi Kan, on board what appears to be company’s private jet. Credit: Cue Group

n October 2019, when the Zhuhai Innovation Center was unveiled, Cue Group’s CEO, Shi Kan, attended
I the opening ceremony

(https://tech.chinadaily.com.cn/a/201910/28/WS5db690e7a31099ab995¢8371.html). The Center falls
under the Ministry of Public Security’s First Research Institute, which develops policing technology for
Chinese authorities, and it was established to develop video and A.I technology for public security

Shi, who is often photographed in a black suit with no tie, is something of a big data evangelist and serial
entrepreneur. After graduating from Shanghai Jiaotong University in 2003, he went on to work for Intel in
China and VMware, an American cloud computing company, in California, according to his LinkedIn profile.
He started his first digital marketing company in 2010, which he later sold
(http://quotes.money.163.com/f10/ggmx 300383 2018017.html) to Beijing Sinnet Technology, a major

Chinese tech firm.’

At 40 years old, Shi seems to have his hands full. He is
an executive in approximately 20 Chinese companies,
including Cue Group, and he holds a stake of at least 50
percent in 11 other Chinese firms, according to
WireScreen. The vast majority of those companies
revolve around digital marketing or information
technology, and some are linked to KKR holdings.2
KKR declined to comment on Shi’s other business
dealings.

It is unclear how Shi initially got connected with KKR,
but in 2017 the American private equity firm combined

In a press account about the unveiling of the Zhuhai

Innovation Center, Shi Kan appears to be pictured third
from the right.

(https://www.businesswire.com/news/home/20180320006664/en/KKR-T aunches-China%E2%80%99s-First-
One-Stop-Digital-Marketing-Company-Cue-Co.) four separate Chinese digital marketing firms, including
one controlled by Shi3, to form Cue and appointed Shi as CEO. According to a profile

“We are definitely not 1+1+1+1=4, our cooperation is 1+1+1+1 > 40!” Although many Chinese entrepreneurs
were focusing on ecommerce at the time, Shi said he saw value in big data and digital marketing. As he

described it, he “chose to sell water when everyone else was mining gold.”

In a KKR press release (https://media.kkr.com/news-details/?news id=dbb935a8-1e48-4bal-9c1f-
€62a664bd558&type=1&download=1) about Cue, Paul Yang, the head of KKR Greater China, said, “As
China’s enterprise services and digital media industry undergo profound changes, we believe Cue has excellent
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prospects for growth and the wide-ranging capabilities and expertise to help its clients achieve business

success.”

Although KKR declined to comment on when they reduced their stake in Cue, corporate records reviewed by
The Wire suggest that KKR had a majority stake until six months ago. Other global investment firms involved
include California-based Princeville Capital (https://www.princeville-capital.com/), South Korea-based

(https://www.bpeasia.com/). According to corporate records reviewed by Zhe Wire, Baring and a firm called
4

Super Proton (whose identity is unclear) were given joint control over Cue last year.

KKR and Cue Group executives pose for a picture at a launch event for Cue Group in 2018.

Credit: Cue Group

In its five years of existence, Cue seems to have thrived as a digital marketing company. The company grew

Chonggqing, as well as in South Korea. In 2019, the company reportedly (https://www.reuters.com/article/us-

cue-ipo/chinese-digital-agency-pushes-on-with-400-million-u-s-ipo-sources-idUSKBN1XT18D) weighed a

$400 million IPO in the U.S., though that stock offering was later canceled. According to its promotional
materials, Cue has worked with companies such as Baidu, Huawei and Oppo, providing services

mapping out where foot traffic is most concentrated within a retail space.

But using big data to help companies target customers and using big data to help the government target
individuals is not that dissimilar. After the Zhuhai Innovation Center opened, one of Shi’s other companies, a
wholly-owned subsidiary of Cue Group called Zhuhai Zhongdun Star Technology, started a “Safe Campus”
project with the lab, according to accounts in the Chinese press. The project was described

school campuses with facial recognition and big data processing, and in press accounts Shi is called a strategic
partner in that effort. The Zhuhai Innovation Center confirmed to Zhe Wire that the lab had collaborated with
Zhuhai Zhongdun, but it did not reference the Safe Campus project and the lab said the collaboration has
since ended.

Cue’s spokesperson told Zhe Wire that neither Cue nor any of its subsidiaries have worked with the Center, and

that Cue “has not participated in the ‘Safe Campus’ project nor received any revenues related to the project.”
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Cue’s website markets a “Smart City” product, which appears to be very similar to the “Safe Campus” project.
Credit: Cue Group (https://cuve.group/#/digital-technology)

When the pandemic broke out, Cue Group seems to have turned to projects more closely aligned with Zhuhai
Zhongdun and the Zhuhai Innovation Center. In addition to its “All-in-One Machine” — which, according to
recent press releases (https://baijiahao.baidu.com/s?id=16742736700328291308&wfr=spider&for=pc), has been

deployed in government agencies, businesses, schools, restaurants, shopping malls, train stations and bus
stations — Cue’s website markets (https://cue.group/#/digital-technology) a “Smart City” product, which

appears to be very similar to the “Safe Campus” project and is described as using A.IL, cloud computing and big

data processing to provide a digital security platform alongside various government departments.

A Cue spokesperson told Zhe Wire that the All-in-One Machine was “developed solely by Cue & Company
in-house. This product was developed at the onset of the Covid-19 pandemic, at which point Cue & Company
felt a keen sense of social responsibility to help develop a product to screen individuals for fever and high
temperature to serve communities.” When asked why they edited the webpage referring to the collaboration,
the Cue spokesperson said, “we have updated it recently to reflect the accurate fact.”

KKR also denies that Cue worked with the Zhuhai Innovation Center. “To our knowledge,” said a KKR
spokesperson, the product was developed in-house. “We further understand the ‘all-in-one machine’ was
developed without any collaboration with the Video National Engineering Laboratory (Zhuhai) Innovation
Center.”

But the Zhuhai Innovation Center’s admission that it worked with Cue and its subsidiary, Zhuhai Zhongdun,
is striking. The Center is a joint collaboration between a state security contractor that is wholly owned by
MPS’s First Research Institute, and the Chinese Academy of Sciences Institute of Automation (CASIA), an

academic body that develops mass surveillance technology and, according to a recent Hoover Institution report

with MPS and the People’s Liberation Army.
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Moreover, the lab director (http://www.neliva.com.cn/Index/lists/catid/11.html) overseeing the Zhuhai
Innovation Center from Beijing is Qiu Baoli, a longtime public security official who once served as deputy

director of the public security bureau at the Xinjiang Production and Construction Corps

former U.S. government official who worked on critical technology protection and recently published a report

(https://www.hoover.org/research/eyes-wide-open-ethical-risks-research-collaboration-china) with Stanford’s
Hoover Institution about CASIA. Given the Center’s acknowledgement of the collaboration, “KKR is directly
associating with parts of the state that develop surveillance that is responsible for human rights abuses. Even if
the particular technology that [KKR] is investing in is deployed for the notionally benign use of temperature
detection and Covid detection, it can be easily diverted to reprehensible applications. That needs to be
assumed.”

Cue Group maintains it is still a digital marketing company first and foremost. The All-in-One Machine, the
Cue spokesperson said, “is not part of Cue & Company’s core business and will also not be the focus area

going forward.”

But as recently as August, Cue Group made a $15.4 million investment in a Chongging-based autonomous
and electric vehicle startup, according to Pitchbook. Shortly afterwards, the company released a video

tiny tank — that “integrated with various A.I technologies, [and is an] ideal product to utilize in public
security, firefighting, military and engineering scenes.” The video depicts a woman tied up with a bag over her
head and two men threatening her with a bat; the small Cue vehicle, according to the description, is able to

pick up on the body posture of the people in order to understand the dangerous situation.

Cue did not respond to questions about why they invested in the autonomous vehicle company.

s T

dnEsAEEL Au

Screenshots from a marketing video for a Cue-brand unmanned vehicle that “integrated with various A.l.
technologies, [and is an] ideal product to utilize in public security, firefighting, military and engineering scenes.”

Source: Linkedln (https://www.linkedin.com/company,/cuegroup/videos/)

Regardless of why Cue decided to pursue the public security and surveillance market, the key question is
whether KKR knew about it. Three KKR executives in China sat on Cue Group’s board until last year,
according to corporate records. And Xu Kang (https://www.kkr.com/our-firm/leadership/kang-xu), a director
in KKR’s Shanghai office who “played a significant role in KKR’s investments in Cue,” according to KKR’s
website, is still on the board of the holding company in Singapore that owns Cue Group, as of the company’s
latest filings in November.®

“We employ a rigorous due diligence process prior to making an investment, and have ongoing ESG
[environmental, social and governance] and compliance monitoring programs in place to provide oversight of
our actively held portfolio companies to identify and address issues in an appropriate manner,” a KKR

spokesperson told Zhe Wire.

Asked what KKR’s position would be if one of their portfolio companies had indeed collaborated with the
Chinese government or an MPS lab, KKR said in a statement: “We were aware a device was developed to
protect public health and combat Covid-19. We have no knowledge that the product was used for any other

LA-TREAS-22-0997-A-000062

https://www.thewirechina.com/2022/02/20/the-surveillance-stake/ 8/13


http://www.neliva.com.cn/Index/lists/catid/11.html
https://www.thewirechina.com/2021/10/31/the-corps-of-xinjiang/
https://www.hoover.org/profiles/jeffrey-stoff
https://www.hoover.org/research/eyes-wide-open-ethical-risks-research-collaboration-china
https://www.linkedin.com/company/cuegroup/videos/
https://www.kkr.com/our-firm/leadership/kang-xu
https://www.linkedin.com/company/cuegroup/videos/
javascript:void(0)

2/22/22, 5:15 PM

The Surveillance Stake - The Wire China

purpose. We want to make clear that we would not be in favor of the technology of any of our portfolio

companies being used in violation of internationally recognized human rights.”

KKR and Cue Group

(ue Group wos lounched by KKR in 2017. This timeline follows Cue Group's development and colloborations since then. Cue Group and KKR deny that there was any

collaboration with the Zhuhai Innovation Center.
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THE ‘POSTER CHILD’

he U.S. pension funds that invest in KKR Asian Fund III, which currently has a stake in Cue, include the
I New York State Common Retirement Fund, the Minnesota State Board of Investment and California

State Teachers’ Retirement System, all of which committed $100 million or more pre-2019.

Every pension fund that Zbe Wire reached

U.S. Public Pension Funds Investing in Committed Capital

KKR Asian Fund Il

. out to either declined to comment or did
($ millions)
not respond to requests for comment. The

Washington State Investment Board 500 one exception was the Washington State
Investment Board, which committed $500

New York State Common Retirement Fund 285

Oregon Public Employees Retirement System 250

California State Teachers’ Retirement System 180

Florida State Board of Administration 150

Minnesota State Board of Investment 100

Louisiana State Employees’ Retirement System 50

Public Safety Personnel Retirement System ofthe 40
State of Arizona

Data: PitchBook, pension fund financial reports
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“We are certainly aware of the privacy questions tied to the use of personal recognition technologies,” Chris
Phillips, the director of public affairs for the fund told Zhe Wire, “These are long term commitments. The nature

of private equity funds is that you can’t sell out of them without potentially incurring substantial losses.”

This fiduciary obligation to maximize profit often constrains pension funds, says Michael Posner
(https://www.stern.nyu.edu/faculty/bio/michael-posner), a professor of ethics and finance at New York
University’s Stern School of Business and served during the Obama administration as an assistant secretary of
state for the Bureau of Democracy, Human Rights and Labor. “But that doesn’t mean they can't have
conversations about their values,” he says. “American companies and investors should not be directly involved

in helping the Chinese state undermine the rights of their own citizens.”

This is easier said than done, however, especially when it comes to China’s byzantine and rather opaque
business environment. Industries as diverse as apparel and solar technology have been struggling to figure out
how to keep their supply chains out of Xinjiang, which has been the target of sanctions. Meanwhile, despite
efforts to block the sale to China of U.S. DNA equipment that might be used to target minorities, the Chinese
american.html) goods made by companies like Thermo Fisher. Emily Weinstein

(https://cset.georgetown.edu/staff/emily-weinstein/), a research analyst at Georgetown’s Center for Security

and Emerging Technology, says that while no U.S. company should be associated with a lab controlled by MPS
First Research Institute, “figuring this out requires a significant amount of due diligence and Chinese language

skills.”

KKR, of course, is a sophisticated operation. The company, which rose to fame as a leveraged buyout firm in

the 1980s, and whose activities were chronicled in the best-seller “Barbarians at the Gate

variant=32206878539810),” entered the China market in 2007. The firm has a large operation on the ground
and has made deals with the state-owned investment banking giant C.1.C.C.

idUSBRE98T0DD520130930), grocery app Xingsheng Youxuan (https://www.reuters.com/article/us-
xingsheng-youxuan-fundraising/chinese-grocery-app-xingsheng-youxuan-raises-2-billion-in-new-funding-

round-sources-idUSKBN2AJOGX) and Bytedance (https://www.reuters.com/article/china-bytedance-

fundraising/sequoia-and-kkr-lead-bytedance-funding-round-that-values-it-at-180-billion-sources-
idUSKBN28I.1AL), the Chinese owner of the popular social media app TikTok. KKR has raised four Asia
funds, the latest of which totalled $15 billion dollars
(https://www.businesswire.com/news/home/20210405005419/en/KKR-Closes-US15-Billion-Asian-Fund-
IV) — the largest private equity fund dedicated to Asia ever.

Critics, however, say that outbound U.S. investment to China still enjoys relative anonymity, with little
accountability to human rights or national security interests. To ensure that American money doesn’t support

problematic companies and industries, momentum is building (https://www.wsj.com/articles/panel-urges-

restricting-u-s-investment-in-china-over-security-concerns-11637163001) in Washington for U.S. legislation
barring or screening outbound investment into sensitive sectors in China.

Currently, the U.S. government’s main tool to control outbound investment is to put companies on the
sanctions/consolidated-sanctions-list/ns-cmic-list). But this list only impacts publicly traded securities, and it
is reactive: the specific entity must already be known to be involved in human rights abuses or activities

contrary to U.S. national security interests. SenseTime, for instance, was placed

in human rights abuses against Uyghurs, barring U.S. exports to the company. But American firms like Fidelity,

Qualcomm and Silver Lake continued to put millions of dollars

into the company. In 2021, the same year SenseTime went public
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(https://www.reuters.com/technology/sensetime-shares-open-up-16-hong-kong-debut-2021-12-30/), the

company was added (https://www.nytimes.com/2021/12/13/business/china-sensetime-hong-kong-ipo.html)
to the Treasury list.

There are very few government tools that could block firms like KKR from pouring money into a private

company like Cue.

“There is a concern that the existing tools we have are not sufficient,” says Charlie Vest

(https://rhg.com/team/charlie-vest/), a senior analyst at Rhodium Group. “Proponents of [new legislation] say

the U.S. government does not have adequate visibility on the transactions that go on between the U.S. and
China.”

There is a concern that the existing tools we have are not
sufficient... Proponents of [new legislation] say the U.S.
government does not have adequate visibility on the
transactions that go on between the U.S. and China.

— Charlie Vest, a senior analyst at Rhodium Group

In 2020, U.S. foreign direct investment in China amounted to $8.7 billion (https://www.us-china-
investment.org/fdi-data), which was the lowest level since 2004, according to Rhodium Group. The decline

was due to the pandemic, geopolitical dynamics and the U.S. government’s own policies. But this summer, Jake
Sullivan, Biden’s national security advisor, said (https://www.whitehouse.gov/nsc/briefing-

room/2021/07/13/remarks-by-national-security-advisor-jake-sullivan-at-the-national-security-commission-

outbound U.S. investment flows, he said, can “circumvent the spirit of export controls or otherwise enhance the

technological capacity of our competitors in ways that harm our national security.”

It is still unclear what, exactly, an outbound investment screening process would look like, but the America
Competes Act (https://www.npr.org/2022/02/04/1078226282/u-s-house-passes-china-competition-bill),

which just passed the House and is aimed at bolstering U.S. competitiveness with China, includes a provision

Certain-Outbound-Investment-and-Offshoring-Transactions) for screening in critical industries. It proposes

creating an inter-agency committee, akin to the Committee on Foreign Investment in the United States

(CFIUS), which would be led by the United States Trade Representative.

But the Senate version of the Competes Act does not include
remains to be seen how much support the provision really has. It is also unclear what types of investments

would be covered under the review, but experts say the surveillance industry could be included.

There is not a lot of precedent to work from. Very few countries have outbound investment controls, says
Commerce Department’s Bureau of Industry and Security, which controls the Entity List. “Historically it has
not been a regulated area,” says Wolf, who is now a partner at Akin Gump Strauss Hauer & Feld LLP. “If a
decision is made to impose outbound investment controls, then how are you going to decide what is covered?
What agencies are going to do this? There aren’t bodies and staff that know how to do this.”
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There are also considerable downsides to imposing such an extensive bureaucratic review; according to a recent
Rhodium Group study (https://rhg.com/research/tws-outbound/), an outbound screening process would affect

over 40 percent of U.S. investment into China.

Moreover, even if an investment screening process had been in place in 2017, it seems unlikely it would have
prevented or stopped KKR from investing in Cue Group. Cue, after all, was a digital marketing firm, not a
surveillance company. It only started broadcasting its collaboration with China’s surveillance apparatus in 2020,
three years after KKR’s initial investment.

Cue’s pivot, analysts say, illustrates one of the unique challenges of investing in China: from a business
perspective, it often makes sense for Chinese firms to work with the government. This is especially true since
the pandemic, which formed a natural alliance between China’s big data companies and government
surveillance. Chinese tech behemoths like Alibaba and Tencent, for example, have developed Covid health
code apps (https://www.nytimes.com/2020/03/01/business/china-coronavirus-surveillance.html) for the
government by using GPS tracking.

In China today, surveillance “is where the money is,” says CNAS’s Rasser. “If you look at how much the

Chinese state is pouring into this, this is where the revenue growth is.”

Chinese firms also benefit from working with the government on A.IL-related work because it allows them to

access large amounts of data. David Yang (https://economics.harvard.edu/people/david-yang), an economist at

Harvard University, recently published a paper _(http://davidyyang.com/pdfs/ai_draft.pdf) showing how

Chinese A.I. companies that received contracts from the government — and got access to data as a result —

were more likely to create innovative and successful commercial products.

“A.IL requires a lot of data to make it accurate enough to be commercially viable,” says Yang. “By working with
public security, for example, the government gets the aid of the A.I. technology that they don’t have
themselves, and the firm gets access to the data.”

KKR’s co-founder Henry Kravis speaking on a Fortune panel in Guangzhou in 2017. Credit: Fortune

(https://www.youtube.com/watch?v=pDxHKuZdOsM)

While these calculations might make sense for Chinese companies, including Cue, when American investors
and pension funds are involved, the moral costs are expected to outweigh the financial benefits.

It’s not always clear that they do. At a 2017 event in Guangzhou, Henry Kravis, the co-founder of KKR, said
that when the firm started in China, it considered one thing: what was needed.
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“In those days, everything was needed,” he explained (https://www.youtube.com/watch?v=pDxHKuZd0sM).
“For example, one of the things that the government needed very badly was to improve food safety and

security. The second thing they needed was improvement in the environment and water safety. So we said, ok,
let’s look and see what we can do.”

Once the Chinese government needed surveillance technologies, it seems Cue Group saw what it could do.

Katrina Northrop is a journalist based in Washington D.C. Her work has
been published in 7he New York Times, The Atlantic, The Providence Journal,
and SupChina. @NorthropKatrina (https://twitter.com/NorthropKatrina)
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America’'s Food and Retail Union

March 31, 2022

Cindy Rougeou

Executive Director

Louisiana State Employees Retirement System
P.O. Box 44213

Baton Rouge, LA 70804-4213
executivedirector@Iasersonline.org

Re: Divesting of LASERS’ investment in Chinese surveillance company via KKR Asian Fund Il

Dear Ms. Rougeou:

On November 10, 2021, | wrote to Mr. Robert Beale requesting that LASERS conduct an independent
investigation into its investment in Cue Group, a Chinese surveillance company formed by KKR Asian
Fund Ill entities. | did not receive a reply.

On February 20, 2022, The Wire China published an investigative article, confirming that Cue and its
CEO’s personal company collaborated with the Video National Engineering Laboratory Zhuhai Innovation
Center, an arm of China’s Ministry of Public Security. The Ministry of Public Security is the organ that
develops and implements the government’s mass surveillance system throughout China.

We believe it is fundamentally wrong for public employees’ retirement in Louisiana to fund
collaboration with China’s repressive surveillance state.
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