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Rationale for Board of Pensions Policy on Prohibited Securities
The Board of Pensions’ Chairperson appointed a Task Force on Prohibited Securities to review the
Board’s current process and develop a policy for adoption by the entire Board concerning the
establishment of the annual Prohibited Securities list. This work is running parallel to the AssetLiability study which the Board undertakes every five to seven years to assess its ability to meet longterm obligations. These two studies are linked by virtue of any Prohibited Securities by necessity
limiting the universe of investment choices.
The Task Force affirmed the principle that it is right that the Board’s investment policies reflect the
values of the church, consistent with the Board’s legal duties. Throughout its history, the Board has
prohibited all securities identified by the General Assembly and through its Committee on Mission
Responsibility Through Investment (MRTI). The Task Force further affirmed the primacy of General
Assembly acting through MRTI in determining those particular securities.
Recognizing concerns about the time frame of selling once a security has been determined to be
included on the Prohibited Securities list, the new policy requires that investment managers sell the
specified security as soon as prudently possible. Should the manager not have completed the sale within
24 months, a written justification for its continued retention and request for waiver must be presented to
the Investment Committee of the Board for approval.
The Task Force reviewed all minutes of the General Assembly related to investment and divestment of
securities. It is a rich history dating to 1970. Certain principles, such as the seven steps of engagement
before divestment, a focus on behavior of individual companies, rather than broad categories, and
specificity and measurability of outcomes from engagement with the companies remain consistent.
Other approaches, somewhat inconsistent with the engagement policy, have evolved. In the areas of
gaming and alcohol consumption, the General Assembly moved from outright opposition (think of the
temperance movement of the 1920’s) to a position of an individual’s choice (alcohol, 1993; gambling
2000). In fact, the General Assembly has never acted to restrict investments in these market segments
and MRTI has not identified companies for the General Assembly Divestment List or attempted
engagement with participants in these industry sectors. With respect to tobacco, in 2002, the General
Assembly determined that the top ten tobacco companies (by revenue) should be on the divestment list.
For 2019, the General Assembly Divestment List included the securities of 57 companies1. Historically,
in addition to those securities, the Board of Pensions has developed additional company prohibitions
including the categories of tobacco, alcohol and gaming. These additional named securities are the
product of tradition and are not a result of General Assembly action.
Further, the Task Force examined the work of the Board in the context of our changing cultural and
economic environment. Lines have blurred between gaming and lodging and leisure companies. New
structures within alcohol production range from Real Estate Investment Trusts (REITS) which own
vineyards, to large integrated food and beverage concerns, to restaurants, hotels and others that derive
income in whole or in part from alcohol sales. Certain pharmaceutical companies are under pressure
1

Presbyterian Church (USA) 2019 General Assembly Divestment / Proscription List.
https://www.presbyterianmission.org/wp-content/uploads/APPROVED-MRTI-2019-GA-Divestment-Proscription-List.pdf;
accessed March 18, 2019.
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concerning opioid addiction and drug prices. Recreational marijuana companies are launching initial
public offerings. The General Assembly has not yet addressed these matters from the standpoint of
investment.
Recognizing the primacy of the General Assembly to set the values of the church, the policy on
prohibited securities affirms two things. First, the Board looks to the General Assembly to decide which
securities should be considered for prohibition, no longer adding companies at its own discretion.
Second, in alignment with the General Assembly divestment policy of 1984, which it reaffirmed with
the most recent action in 2014, the Board responds to the prohibition of specific securities as
recommended by MRTI and approved by the General Assembly. The Board does not act on categorical
prohibitions by the General Assembly, as this requires the Board to make decisions without the diligence
of MRTI.
The Board believes that the attached policy fully aligns the Board of Pensions with the wishes of the
General Assembly and the policies concerning divestment that have guided the Presbyterian Church
(U.S.A.) over the last 50 years. If adopted, the policy will be effective for calendar year 2021.
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Board of Pensions Policy on Prohibited Securities
The 224th General Assembly (2020) will mark fifty years of the Presbyterian Church (U.S.A.) providing
a witness to the Lordship of Jesus Christ through the use of investment policy guidelines that reflect the
values of the church. In 1970 an overture was passed recognizing the church’s need to have guidelines
for investment, with an early interest in “military related” investments. After the 1983 reunion and the
formation of the PC(USA), the church felt the need to be explicit in the process concerning investment,
engagement and divestment of certain companies’ securities (see Appendix 1 for a timeline). The 196th
General Assembly (1984) adopted “The Divestment Strategy: Ethical and Institutional Context”
(reprinted in its entirety in Appendix 3). The 1984 Divestment Strategy was most recently reaffirmed by
the General Assembly at the 221st General Assembly (2014)2. One of the key principles of that
framework says:
“The means of administering the investment activity of the church is known as trusteeship.
While those who function as trustees are elected and accountable to the bodies they serve, their
responsibilities are also defined by civil law and thereby linked to the larger society. Thus,
trusteeship within the church reflects both the particular purposes of the Christian community
and the fiduciary responsibilities, legal requirements, and specific terms of trust that govern
trustees.”3
The Board of Pensions has been guided by this principle since its enactment. It is right that the Board’s
investment policies reflect the values of the church, consistent with its legal duties. In fact, the Board
was established as a separate civil entity for this very reason. The balance between maximizing return
and managing funds for mission has been noted by many General Assemblies over the past fifty years
(see Appendix 2).
While the Board is of the church, its trusteeship in the administration of employee benefits is
independent of the church. The funds the Board holds are in trust for the individual members and do not
belong to the church. To maximize return and minimize cost, the Board invests the assets with which it
has been entrusted in a single master trust from which all beneficiaries’ benefits are drawn.
It is a responsibility of General Assembly to determine which specific companies violate the church’s
values in accordance with its adopted procedures. The Board of Pensions is then obligated to act in its
role of trustee. In carrying out its assigned role, the Board has always accepted the list of prohibited
securities developed through the church’s divestment strategy process. It is the Board’s intention to
continue to accept the General Assembly list of specific prohibited securities “insofar as is legally
possible within their fiduciary responsibilities as trustees.”4
“The Divestment Strategy” (1984) spells out the divestment process in seven steps.5 The Committee on
Mission Responsibility Through Investment (MRTI) has been charged with implementing the work of
the General Assembly in this regard. The process includes:

2

221st GA (2014), p. 182; also available at https://www.pc-biz.org/#/search/4595.
196th GA (1984), p. 194 [25.201]; included in Appendix 3.
4
202nd GA (1990), p. 498 [34.130-132].
5
196th GA (1984), p. 194 [25.203-210]; included in Appendix 3.
3
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1. The issue on which divestment is proposed should be one reflecting central aspects of the faith.
2. The issue on which divestment is proposed should be one that the church has addressed by a
variety of education and action efforts, such as:
a. Correspondence with companies
b. Discussion with company managers and directors
c. Statements, questions, and shareholder resolutions to stockholders meetings, and
d. Legal action against companies
3. The analysis supporting the proposed action:
a. Should be clearly grounded in the church’s confession and unambiguously present in the
social policy of the General Assembly;
b. Should clearly define the behavior and stance of the corporate entities whose policies or
practices are at issue; and
c. Should state the ends sought through divestment
4. The decision should be taken after consultation with the ecumenical community, whenever
possible. The implementation of a divestment action should ordinarily be in solidarity with other
Christian bodies
5. Efforts should be made to examine the probable effects and consequences of the action with
affected communities, particularly Presbyterians
6. The proposed action should be sufficiently precise that the effect of its application can be
evaluated
7. Any proposed divestment action should include provision for:
a. Informing appropriate church constituencies;
b. Giving appropriate public visibility to the action;
c. Engaging other governing bodies and members in advocacy for the ends that prompt the
divestment;
d. Giving pastoral care to those directly affected
It is MRTI as an outcome of their process that produces the list of specific corporations that is delivered
to the Board of Pensions as the General Assembly Divestment List. The Board affirms this process and
incorporates the General Assembly Divestment List into the Board of Pensions Prohibited Securities
List. The Board will continue to act on individual corporation’s securities as requested by the General
Assembly through MRTI. The Board will not act on non-specific or categorical industry sectors that do
not include specific corporations to be included on the prohibited securities list.
Under the Board’s Investment Policy, investment managers agree not to invest in securities of prohibited
corporations and to divest existing holdings as soon as prudently possible. Each investment manager
will report annually as to whether and why securities of any corporations on the list are still being held
by the investment manager. Investment in a security of a corporation on the list, or retention of a
security beyond 24 months of the corporation being added to the list, will require an exception from the
Investment Committee of the Board upon a written request by an investment manager that the
Investment Committee deems a prudent exercise of the Board’s legal responsibilities.
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APPENDIX 1: TIMELINE RELATED TO PROHIBITED SECURITIES LIST, 1970 - PRESENT
Committee / Reports
Overture 66 – “Guidelines of Investment Policy”
“Initial Policy Guidelines”
Committee on Social Responsibility in Investment /
Mission Responsibility Through Investment

“Call to Peacemaking”

“Divestment Strategies: Principles and Criteria”
“Divestment for South Africa: Investment in Hope”

“The Personal Use of Alcohol”

“Gambling and the Christian Faith”
“Calling for the Abolition of For-Profit Prisons”

Actions
1970
1971
1972
1973
1974
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

“Regarding the Israeli-Palestinian Conflict”

2006

“The Power to Change: U.S. Energy Policy and Global
Warming”

2008

General Motors
Sought clarification - military / indiscriminate weapons
Duke Power Divestment

MR: On, Military-Related Investment

HR: On, South Africa [Human Rights]

MR: 1982 action affirmed with 1984 Strategies
HR: Off, South Africa (end of Apartheid)
MR: On, landmines; deaths to civilians.

TO: On, all tobacco
HR: On, Sudan (Talisman)
TO: On, only top 10 tobacco by revenue
HR: Off, Sudan (Talisman)

2010
2012
[Board & Foundation expanded funding for MRTI to
address climate change.]
“Collaborative Agenda on Environmental Stewardship”

2014

HR: On, Israel/Palestine; FPP: On, For-Profit Prisons

2016
2018

[MRTI continues engagement process with nine
companies identified by MRTI Guideline Metrics
regarding climate change.]
MR: Military Related; HR: Human Rights;
TO: Tobacco; FPP: For-Profit Prisons
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APPENDIX 2: SELECTED GENERAL ASSEMBLY STATEMENTS ON INVESTMENT MANAGEMENT
“In short, the management of the church’s investments is neither simple nor tension-free”
(196th GA (1984), p. 197 [25.231]).
“The church’s investment decisions, as they seek to make investment an instrument of mission, should
be part of a comprehensive rather than fragmentary policy” (183rd GA (1971), pg. 598, informed by Overture 66
– 182nd GA (1970)).
There is “a concern for both an expression of the Church’s understanding in its faith and its fiduciary
responsibility” (Minutes of the 166th General Assembly (1976) of the Presbyterian Church in the United States, Part I, pp.
513-518).
“Legal restrictions define the handling and disposition of such funds more narrowly than the agency’s
more general purposes and goals. Any investment policy that stresses ethical and social criteria should
take these factors into account” (183rd GA (1971), pg. 609).
“The actual implementation of church policy is carried out by the boards and agencies within the
limitations of their charters and the laws of the state within which each is chartered” (183rd GA (1971), pg.
610).
“The persons, purposes, or institutions that are the designated beneficiaries of the income from
investments will almost invariably have a strong interest in [the first function,] maximum return, since it
translates directly to increased pension apportionments or larger operating income for generally
underfunded mission projects. Others may be more willing to sacrifice some monetary return in order to
support directly an immediate mission objective” (196th GA (1984), p. 197 [25.229])
“Other points of tension can arise. The urgency of present witness and mission needs may conflict with
future covenant commitments. Managers of pension fund investments, who must project and plan for
meeting contractual commitments a half century or more away, are particularly and appropriately
sensitive to this tension” (196th GA (1984), p. 197 [25.230]).
““Investment quality” and “adverse effect” can never be precisely known in advance. In seeking such
objectives, the larger church community cannot simply displace the trustee function. Neither can the
trustee arbitrarily resist the efforts of the larger community to express its character and purposes in this
aspect of its life. Such constraints on placement, then, should arise out of a common and cooperative
search that evaluates each case and seeks those choices that are faithful to both trustee responsibility and
community objectives” (196th GA (1984), p. 199 [25.246]).
Regarding military contractors and corporations, the 203rd GA (1991) “urges the investing agencies of
the General Assembly, insofar as legally possible within the fiduciary obligations for which their
respective trustees are personally responsible, to implement this policy in the management of their
investment portfolios” (203rd GA (1991), p. 742 [36.144]), also (210th GA (1998), p. 404 [22.0405] ).
“Potential conflict is particularly troublesome to the trustees elected by and accountable to the investing
bodies they serve. Their responsibilities are both moral and legal. They are legally responsible for
honoring contracts and other obligations as well as for producing the best possible return. Those are
considerable responsibilities in themselves to which the church has added the mandate that it is not
legally binding on trustees, however morally it does concern them” (203rd GA (1991), p. 746 [36.173]).
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