
 

 

January 30, 2022 
 
To: Thomas J. Golonka, Chair 
 Vermont Pension Investment Commission 
 
 Kimberly G. Gleason, Vice Chair 
 Vermont Pension Investment Commission 
 
From: Eric Henry, Chief Investment Officer 
 Vermont Pension Investment Commission 
 
Re: Concerns over the provisions of S.251 
 
 

I write to express staff’s concerns over the provisions of Senate Bill 251 regarding 
divestment from fossil fuel reserves.  We are very appreciative of the legislature’s efforts 
to improve VPIC’s governance with the passage of Act 75 of 2021 but are concerned 
that implementation of S.251 would not only present the negative financial impacts 
described below, but would also represent a significant distraction from the important 
ongoing governance studies and initiatives stemming from Act 75.  While VPIC has not 
yet had a chance to formally take a position on S.251, I wanted to express our concerns 
and give you some insight into our ongoing initiatives on this extremely important issue. 
 
Specifically, we are concerned that enactment of S.251 would reduce investment 
returns, increase expenses, increase unfunded liabilities and funding requirements, and 
lower our ability to affect positive change by the companies in which we invest.   
We strongly believe that environmental, social, and governance factors present material 
investment risks and opportunities, much like the many other financial factors we 
consider in the development of VPIC’s investment strategies, and we expect our 
investment managers to proactively address them. 
 
One of our equity managers, for example, considers the impact of carbon on future 
earnings and valuations when making stock selections.  In another case early last year, 
VPIC seeded a passive investment vehicle with that seeks to invest in global companies 
that are well-positioned to maximize returns and minimize risks associate with the 
transition to a global, low carbon economy.  If this strategy performs as expected, VPIC 
will increase its commitment beyond the initial $200 million.  Further, VPIC is 
considering opening this strategy up to other investors to generate economies of scale, 
lower costs, and increase its global impact.  This is not a divestment strategy, rather, it 
is a proactive strategy to invest in companies the investment manager deems better 
relative to their peers given the transition to a low carbon economy.  We believe the low 
carbon transition will affect all sectors and excluding a sector is too simplistic an 
approach to mitigate risk.  Further, reducing the investable universe by excluding 
companies and/or sectors carries a high opportunity cost.  Through this strategy, we will 
engage with companies on ESG issues, rather than abdicating our seat at the table to 
ensure positive progress on mitigation of ESG and other risk factors. 



 

 

 
In addition to the investment strategies implemented by our investment managers, VPIC 
had developed and implemented a thoughtful and proactive set of proxy voting 
guidelines to assure that the votes tied to our equity investments are voted to maximize 
returns, but in a responsible way regarding environmental, social, and other governance 
factors.  We take this responsibility so seriously that we recently drafted a policy on this 
topic and recommend VPIC and its new ESG Committee consider it in the coming 
weeks (Appendix B).  Through our proxy votes, we engage with publicly traded 
companies on a wide array of company specific issues.  A list of proxy engagements 
VPIC pursued in the last year alone is shown in Appendix A. 
 

 will reduce investment returns, increase 
expenses, increase unfunded liabilities and funding requirements, and lower our ability 
to affect positive change by the companies in which we invest.  Accordingly, we ask that 
you consider taking a position in opposition to S.251 and refer the draft Carbon 
Reduction and Mitigation Policy in Appendix A to the ESG Committee.  We look forward 
to discussing these matters with VPIC and its ESG Committee in the coming weeks. 
 
  



 

 

 
Appendix A 
Recent VPIC Engagements 
 



 

 



 

 

 

 The 2021 Global Investor Statement to Governments on the 
Climate Crisis

 

 

Investor Statement Calling for Corporate Workplace Equity 
Transparency

resolution received 22.1%

Climate Action 100+



 

 

 

 
 
 

 28.4% of shareholders supported

17.5% 
shareholder support

17.1% 
support



 

 

CII sent a letter

UN PRI Ceres request by the SEC



 

 

Treasurer Pearce and Chair Golonka joined Illinois Treasurer Frerichs and CalPERS ’
Head of Corporate Governance for an interview with P&I for an article, "Proxy season 
action on climate change will be hard to avoid." It was published on March 8th to the 
P&I website and on the front page of the print issue. 



 

 

The Investor Alliance for Human Rights, a coalition of which VPIC is a member, 
submitted comments on behalf of the alliance members to the European Parliament as 
part of their Sustainable Corporate Governance public consultation/survey.

  



 

 

 
Appendix B: 
Vermont Pension Investment Commission 
Draft Carbon Reduction and Mitigation Policy 
 
Section 523 of the Vermont Pension Investment Commission’s enabling statute tasks 
VPIC with the responsibility “for the investment of the assets of the Vermont State 
Teachers’ Retirement System, the Vermont State Employees’ Retirement System, and 
the Vermont Municipal Employees’ Retirement System.”  This section explicitly states 
VPIC “shall strive to maximize total return on investment, within acceptable levels of risk 
for public retirement systems, in accordance with he standards of care established by 
the prudent investor rule.” 
 
This policy sets forth VPIC’s policy for responding to external or internal initiatives to 
divest of individual or groups of securities for purposes of achieving certain carbon 
reduction goals that do not appear to be primarily investment related.  VPIC opposes 
any divestment effort that would either implicitly or explicitly attempt to direct or 
influence us to to engage in investment activities that violate and breach the 
Commissioners’ fiduciary responsibility.  Consistent with its fiduciary responsibility and 
the concepts of diversification and passive index investment, the Commission does not 
and will not systemically exclude or include any investments in companies, industries, 
countries or geographic areas, except in cases where it creates an economic risk to the 
fund or a potential for materials loss of revenue exists. 
 
When pressured to divest, VPIC firmly believes that active and direct engagement is the 
best way to resolve issues.  Face to face meetings with shareowners and senior 
management, or the Board of Directors, are essential to bringing about change in a 
corporation.  No further action will be taken until all efforts at engagement have been 
fully exhausted.  Efforts at engagement include, but are not limited to, shareholder 
resolutions, media campaigns, and other efforts at engagement. 
 
VPIC’s commitment to engagement with companies rather than divestment is based on 
several considerations: 
• Divestment would eliminate our standing and rights as a shareowner and foreclose 

further engagement. 
• Divestment would be likely to have negligible impact on the portfolio or the market. 
• Divestment could result in increased costs and short-term losses. 
• Divestment could compromise VPIC’s investment strategies and negatively impact 

investment performance, further increasing unfunded liabilities and funding 
requirements. 

 
If engagement fails to resolve the risk factor sufficiently, the CIO will bring the issue 
before the Commission for consideration of divestment from the applicable securities.  
The Commission will receive input from its investment staff, investment managers, 
investment consultants, and other experts in the particular field or issue.  If the 
Commission determines that the making of an investment or continuing to hold a 



 

 

security is imprudent and inconsistent with its fiduciary duty, it will instruct investment 
staff to remove the security from the portfolio. 
 
VPIC will exclude or eliminate investments that fall within the terms of a state or federal 
law regarding divestment, if it finds that divestment is consistent with its fiduciary duties 
and divestment is not determined to be imprudent. 


