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I. HUMAN RIGHTS, INTERNATIONAL LAW AND RESPONSIBLE INVESTING 
UN Principles of Responsible Investment and PERS Policy 


In accordance with CalPERS’ commitment to the 2006 UN Principles of Responsible Investment (UN PRI),
 of which PERS is a signatory, and to its own policy we are asking CalPERS to initiate its “engagement process” and investigate the five companies named here.  


In addition to being in violation of the general principles of responsible investment enunciated in the UN PRI, there is evidence that the activities of these companies in Israel/Palestine violate Section 5.1 of CalPERS’ Corporate Responsibility Policy: “Corporations adopt maximum progressive practices toward the elimination of human rights violations in all countries or environments in which the company operates.” This policy further specifies: “Adherence to a formal set of principles such as those exemplified in Appendix E, the Global Sullivan Principles, or the human rights and labor standards principles exemplified in Appendix F by the United Nations Global Compact.” The former makes clear that “business should support and respect the protection of internationally proclaimed human rights; and make sure they are not complicit in human rights abuses.” 

We are cognizant that both the UN PRI and CalPERS policies require that implementation be consistent with fiduciary responsibility. Accordingly, we have been mindful of this requirement in our selection of targets from among the very many corporations whose equipment, supplies and services are used in the violation of human rights in the Occupied Palestinian Territories (OPT). 

Israeli Violations of Human Rights, International Law and UN Resolutions:

Not only does the continued Israeli occupation of the West Bank, including East Jerusalem, and the Gaza Strip violate repeated UN Resolutions, but the establishment of settlements on these occupied lands is a violation of international law.
 Additionally, the International Court of Justice in 2004 found that the construction of the Wall, which separates many Palestinians in the West Bank from their lands and from each other, is in breach of international law. It noted that “construction of the wall and its associated regime create a ‘fait accompli’ on the ground that could well become permanent, in which case ... it would be tantamount to de facto annexation.”

In response to these ongoing violations, supporters of international law and human rights for Palestinians are engaging in a boycott, divestment and sanctions (BDS) campaign modeled after the South African anti-apartheid one. Divestment activities have ranged from calls by civil society and church groups to initiate a divestment process from offending corporations to the actual implementation of divestment by European public pension funds. The financial repercussions of their complicity in the violation of international law and human rights have already been felt by some of these companies, particularly Veolia and Elbit, as discussed below. 
II. TARGETED COMPANIES:



Market value of PERS holding – in millions

Caterpillar





$ 95.9

Veolia






$ 31.5

Bank Hapoalim




$ 10.3
Bank Leumi





 $  5.6

Elbit Systens; Elbit Imaging (combined)

$   3.3



Caterpillar: With Corporate headquarters in Peoria, Illinois, Caterpillar employs 200,000 people at 576 facilities, more than half of them (298) outside the United States.

Caterpillar equipment is used in the violations of human rights and international law by clearing land for the construction of illegal Israeli settlements and the Wall   and for the systematic demolition of Palestinian homes and farmlands. An estimated 24,813 Palestinian houses were demolished in the occupied territories from 1967 through July 2010 
 – and many more since then.These demolitions are of three types and violate Articles 33 and 53 of the 4th Geneva Convention: punitive demolitions (8.5%); administrative demolitions (26%), and land clearing/military demolitions (65.5%).

While Caterpillar is not the only manufacturer of heavy equipment used in these violations of human rights and international law, it definitely has played a major role. As a result, divestment from Caterpillar has been advocated by social activist and church groups like Jewish Voice for Peace and the Presbyterian Church, USA.
 The targeting of Caterpillar resonates deeply for U.S. groups because of the death of peace activist Rachel Corrie, crushed to death by a Caterpillar bulldozer in 2003 as she tried to prevent the demolition of a Palestinian home in the Gaza Strip.

Veolia: A multinational French company, Veolia operates in the fields of water, waste management, energy and transport services.

Veolia provides transportation services to and from the occupied West Bank that are reserved exclusively for Jewish settlers. Its segregated bus system was dramatically made public on November 15, 2011, when six Palestinians attempted to board one of the buses outside Ramallah to go to Jerusalem. Like the 1960s U.S. Freedom Riders on which they modeled themselves, they were roughly removed from the bus and detained. 

Through its subsidiary, Veolia Environmental Services, the company operates Tovlan landfill in the occupied Jordan Valley. The waste transferred there originates in recycling factories within Israel and in West Bank settlements. In other words, the company uses captured Palestinian land and natural resources for the needs of Israeli civilians on both sides of the Green Line (common designation for the pre-1967 borders), a violation of international law, which prohibits the use of land in occupied territory for the sole benefit of its own civilian population.

As a result of Veolia’s complicity in violating Palestinian human rights and international law, it has been a focus of BDS campaigns, especially in the United Kingdom, Switzerland, France and Ireland. These are likely to have contributed to $12 billion in lost contracts and to Veolia’s ongoing financial crisis. The corporation lost half of its market value in 2011 and this downturn is expected to continue.
 Operations in 37 counties were stopped, and on December 6th, the company announced a “transformation” plan that included divestment of some of its operations in the U.K. and U.S. 
 However, as noted in November by utilities analyst Yohann Terry at Exane BNP Paribas, “The worst of the crisis is [yet] to be seen.”

Current campaigns in Los Angeles, Boston, Baltimore, Denver, and Sacramento/Davis are urging counties, cities, and other governmental entities to drop their contracts with Veolia due to its involvement in illegal Israeli activities in the West Bank and East Jerusalem.   
Bank Hapoalim and Bank Leumi: 

These two Israeli banks are directly culpable in the Israeli violation of the 4th Geneva Convention by providing loans for the construction of housing projects in the illegal Israeli settlements, as well as loans to both homebuyers and the local governments of the settlements. Additionally, they have branches in the settlements and finance commercial activity and production there. In other words, they contribute directly to the occupation by financing the confiscation of Palestinian lands and displacing the population. According  to Israeli anti-occupation activists,  they have “erased the Green Line and have aided in blurring the distinction between the State of Israel and occupied land from a financial and commercial point of view.”

Although they have not been a major target of divestment,  the banks’ role in facilitating the violation of international law certainly is covered by the UN PRI and PERS commitment to responsible investment. 
Elbit: An Israeli defense industry company, Elbit Systems is headquartered in Haifa, northern Israel, with an American subsidiary headquartered in Fort Worth, Texas

Elbit is one of two main providers of the electronic detection fence and Wall project in the occupied West Bank. Specifically, Elbit has installed surveillance equipment on the Jerusalem section of the Wall (Masu'a system). Subsidiaries Elbit Electro-Optics and Elbit Security Systems (Ortek) supplied and incorporated LORROS surveillance cameras in the Ariel section and for the A-ram wall. As noted previously, the 2004 Advisory Opinion of the International Court of Justice (ICJ) deemed the Wall in breach of international law due to its large deviations from the Green Line.

Pursuant to the ICJ opinion and as a result of mounting pressure, the public pension funds of three Scandinavian countries either de-listed Elbit or divested from it, and the Danish financial watchdog, Danwatch, placed Elbit on its ethical blacklist. 
Norway was the first to divest, with Minister of Finance Kristin Halvorsen explaining: “We do not wish to fund companies that so directly contribute to violations of international humanitarian law."
 Then, the Ethical Council of Sweden’s largest public pension “recommended that Elbit Systems should be excluded from each portfolio because it deems that the company can be linked to violations of fundamental conventions and norms through its active development, delivery and maintenance of the custom-made monitoring system for certain parts of the separation barrier being built on the West Bank."
 
Finally, Danske Bank, the biggest financial group in Denmark, excluded Elbit Systems from its investment portfolio. Thomas H. Kjaergaard, in charge of socially responsible investment for the Danish Bank Group, stated: "We handle clients' interests, and we do not want to put customers' money in companies that violate international standards." 
 
III. CONCLUSION 

As CalPERS members and tax-payers, we believe actions of the five companies discussed here are at odds with CalPERS’ commitment to ethical business practices and its own Corporate Governance policies, which reference the Global Sullivan Principles and the United Nations Global Compact. 

Although these are not the only CalPERS investments in companies that facilitate and profit from Israel’s violations of human rights and international law, we have focused on them because of the direct nature of their participation in these violations and, in many cases, because other governments, churches and groups  have advocated divesting from them.  
We understand PERS’ obligation to fiduciary responsibility, even as it seeks to fulfill its obligation to the principles of responsible investing. But as PERS members and California taxpayers, we believe these companies can pose a financial risk to our pensions and our state. As targets of the international campaign of boycott and divestment, they could become a financial liability to any fund that holds equity in them. Neither CalPERS nor the state of California can afford to maintain such potentially perilous financial investments. 

We hope that if enough pension funds and institutions steer away from these companies they will extricate themselves from projects that support and profit from Israel’s illegal occupation and its resulting human rights violations and, instead, will seek other business opportunities. However, until that happens, we ask PERS to demonstrate the same kind of ethical leadership it displayed when it signed on to the UN Principles of Responsible Investment and that it begin its investigation into these companies to determine if they violate CalPERS’ Corporate Responsibility Policy.
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�This document was developed by an international group of institutional investors as the result of a process convened by the United Nations Secretary-General. It enunciates a set of six general principles that reflect “the increasing relevance of environmental, social and corporate governance issues to investment practices.” The signatories of UN PRI “publicly commit to adopt and implement them, where consistent with our fiduciary responsibilities;” and further note that it would “better align our investment activities with the broader interests of society.” � HYPERLINK "http://www.unpri.org/principles/"��http://www.unpri.org/principles/�


� The September 2011 proposed revision of this policy leaves the February 2011 language unchanged. 


� 4th Geneva Convention (1949), Part III, Article 49: ‘The Occupying Power shall not deport or transfer parts of its own civilian population into the territory it occupies.” � HYPERLINK "http://www.icrc.org/ihl.nsf/WebART/380-600056?OpenDocument"��http://www.icrc.org/ihl.nsf/WebART/380-600056?OpenDocument�


� � HYPERLINK "http://www.icj-cij.org/docket/files/131/1671.pdf"��http://www.icj-cij.org/docket/files/131/1671.pdf� Page 101


� � HYPERLINK "http://www.calpers.ca.gov/eip-docs/about/pubs/member/calpers-reports/annual-investment/annual-investment-report-2010.pdf"��http://www.calpers.ca.gov/eip-docs/about/pubs/member/calpers-reports/annual-investment/annual-investment-report-2010.pdf�. This is the latest publicly posted information.


� 2010 Report of Israeli Committee Against House Demolitions: � HYPERLINK "http://www.icahd.org/?page_id=5508"��http://www.icahd.org/?page_id=5508�.  


� Punitive demolitions violate Article 33 (collective punishment) of the 4th Geneva Convention, while the other demolitions violate Article 53 prohibiting the destruction of property “except where such destruction is rendered absolutely necessary by military operations.” Because there is no pretense of military operations, these demolitions are therefore in clear violation of international law. 


� In September 2011, the Committee on Mission Responsibility Through Investment recommended that the church divest from Caterpillar due to its relationship to Israeli human rights abuses in the occupied territories. This decision came as the result of a corporate engagement process which began in 2004 and sought to influence corporate policy vis-a-vis the Israeli-Palestinian conflict to no avail. � HYPERLINK "http://www.pcusa.org/news/2011/9/12/mrti-reports-engagement-companies-doing-business-i/?utm_source=Mondoweiss+List&utm_campaign=fd0234111d-RSS_EMAIL_CAMPAIGN&utm_medium=email" ��http://www.pcusa.org/news/2011/9/12/mrti-reports-engagement-companies-doing-business-i/?utm_source=Mondoweiss+List&utm_campaign=fd0234111d-RSS_EMAIL_CAMPAIGN&utm_medium=email�


� Who Profits from the Occupation?—a project of the Coalition of Women for Peace, Israel: �HYPERLINK "http://www.whoprofits.org/Company%20Info.php?id=581"��http://www.whoprofits.org/Company%20Info.php?id=581�


� http://www.businessweek.com/news/2011-11-10/veolia-warns-of-lower-2011-earnings-amid-reorganization.html


� http://www.veolia.com/en/medias/press-releases/investor-day-2011.htm


�Financing the Israeli Occupation: The Direct Involvement of Israeli Banks in Illegal Settlement Activity and Control Over the Palestinian Banking Market, Who Profits, October 2010.





� � HYPERLINK "http://www.globes.co.il/serveen/globes/docview.asp?did=1000495337&fid=1725" ��http://www.globes.co.il/serveen/globes/docview.asp?did=1000495337&fid=1725� 


�� HYPERLINK "http://www.defensenews.com/story.php?i=4573976" ��http://www.defensenews.com/story.php?i=4573976�


�� HYPERLINK "http://www.ccun.org/News/2010/January/27%20n/2%20Danish%20pension%20funds%20divest%20from%20Israeli%20companies.htm" �http://www.ccun.org/News/2010/January/27%20n/2%20Danish%20pension%20funds%20divest%20from%20Israeli%20companies.htm�





