
Letter in Support of HB 2601: Treasury Investment and Climate Protection Act

January 26, 2023

Esteemed Colleagues and Fellow Members of the Oregon Legislature:

In response to the Oregon State Treasurer’s letter, the chief sponsors of HB 2601:
Treasury Investment and Climate Protection Act want to state the case for why this
piece of legislation is so critically needed for our state and for our PERS beneficiaries.
We share the Treasurer’s concern for financial risk to PERS by the climate crisis, as he
stated in his NYTimes Op-ed (October 2022): “Climate change is already affecting the
profitability of entire industries in which my fund is invested."

We are looking forward to holding a public hearing about the bill and bringing this
important discussion to the public to inform them of how Oregon is willingly leaving
behind an opportunity to put a stop to financially risky investments in the fossil fuel
sector that are virtually guaranteed to lose us money in the long run.

HB 2601 aligns with our statewide climate goals by stopping risky new investments in
fossil fuel companies and establishes a plan to end existing carbon-intensive private
investments by 2035, along with public transparency and progress reporting. In the
2022 session, HB 4115 passed in the Oregon House. That bill would have brought
annual public transparency and reporting of OST climate-related financial risk to assets
held in investment funds.

Let us be clear: ending investments in fossil fuels is the responsible path to ensure the
future financial performance of PERS. Holding onto fossil fuel investments and
conducting business as usual poses serious risks to existing Treasury investments and
PERS contributors. Even the Treasury consultants hired to conduct the Treasury’s
October 2021 Climate Risk Assessment warned that the status quo of fossil fuel
investments will lead to reduced investment returns to PERS during the transition
required by climate risk, as the world moves towards clean energy.

Investments in fossil fuel companies are volatile. They have underperformed when
compared with the market as a whole and will become increasingly worthless in the next
couple of decades. Oregon PERS beneficiaries should not be left holding the bag.
Allowing the Treasury to maintain and expand fossil fuel investments in the Oregon
Public Employees Retirement Fund (OPERF) has already led to lower returns. Standard
& Poor’s website shows the imprudence of fossil fuel investments over the 10-year
horizon of a state pension fund:
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Even with the Russian war on Ukraine run-up, fossil fuel investments are worth no more
today than they were nine years ago. Even with the current market downturn, over the
past 10 years fossil-free investments have returned five times more than fossil fuels.

A 2022 study showed that, given these substantial differences over time, OPERF
underperformed by $4 to $10 billion over 10 years because of its publicly held fossil fuel
investments. The top 200 OPERF fossil fuel holdings’ returns were compared to the
returns if they had been invested in the S&P 500 Fossil Fuel Free Index over the past
decade. The Treasury has not refuted this study when given the opportunity to do so.
We too are concerned about the PERS unfunded liability, and increased fund gains from
fossil fuel divestment could instead potentially reduce PERS pension liabilities, reduce
employer contributions, and even potentially pay for a temporary excessive-inflation
benefit for current retirees struggling to make do with less.

Oregon PERS is the 12th largest US pension fund and one of the world’s dominant
investors in private equity (with no better returns than pension funds that hold no private
investments). Private equity is a primary source of funds for the fossil fuel industry.
Many other public institutions and governments have taken this financially prudent step.
Globally, $40 Trillion in assets under management have been divested from cities,
states, pension funds, religious institutions, universities, foundations, and more. Other
state retirement funds have divested. A notable example for Treasurer Read’s
framework is New York State, which has issued a 2022 progress report and has had
good returns on their investments during their divestment process.

In an October 25, 2021 letter Treasurer Read and the Oregon Investment Council told
legislative leaders that if the legislature is interested in divestment, a statute is required
with the provisions that are in our bill – a mandate, a reasonable timeline, and a
fiduciary safety valve. All these stated needs are in HB 2601.

The Treasurer’s recent letter on HB 2601 omits any mention that he, too, acknowledges
the need to decarbonize all OPERF investments. However, his “plan for a plan” has no
certainty, continues investing in fossil fuels (digging the hole deeper), ends 25 years
later if it is implemented at all, and allows offsets for Big Oil to continue to explore,
extract, and pollute. HB 2601 would start the decarbonization process now, stop new
investments in risky fossil fuels, exit funds that are the worst polluters first, and have
measurable progress in months and years, not decades. And it will require sorely
needed transparency in Treasury investments, which the Treasury has opposed.

HB 2601’s many supporters include PERS beneficiaries who do not want their
retirement investments imprudently jeopardized. All the teachers’ unions in Oregon
(OEA, AFT-Oregon, AAUP-Oregon), with their tens of thousands of PERS
members, support this legislation, alongside 98 community organizations throughout
Oregon.

Oregonians of all ages and political stripes will equally look to PERS for retirement
security. The state pension fund can be invested in a way that is much better for the
climate and much better for PERS recipients. The time to begin is now. HB 2601 is our
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legislative duty to provide a mandate to insure the financial well being of Oregon’s
current and future retirees and to align the $90 billion in PERS assets to Oregon
values.

Sincerely,

Representative Khanh Pham, HD 46 Senator Jeff Golden, SD 3

Representative Mark Gamba, HD 41

CC:

Governor Tina Kotek
Bob Livingston, Legislative Director and Labor Liaison, Office of the Governor
Kevin Olineck, Director, Oregon Public Employees Retirement System
Cara Samples, Chair, Oregon Investment Council
John Russell, Vice-Chair, Oregon Investment Council
Lorraine Arvin, Member, Oregon Investment Council
Pia Wilson-Body, Member, Oregon Investment Council
George Naughton, Chief Financial Officer, Department of Administrative Services
Amanda Beitel, Legislative Fiscal Officer, Oregon State Legislature
Chris Allanach, Legislative Revenue Officer, Oregon State Legislature
Misty Mason Freeman, Legislative Policy and Research Director, Oregon State
Legislature
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