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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 Asset-
Liability study which the Board undertakes every five to seven years to assess its ability to meet long-
term 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 companies®. 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

! 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 MRT]I 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.”?

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.”

“The Divestment Strategy” (1984) spells out the divestment process in seven steps.> 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:

2221st GA (2014), p. 182; also available at https://www.pc-hiz.org/#/search/4595.
3 196th GA (1984), p. 194 [25.201]; included in Appendix 3.

4202nd GA (1990), p. 498 [34.130-132].

5 196th GA (1984), p. 194 [25.203-210]; included in Appendix 3.
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=

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”

“Regarding the Israeli-Palestinian Conflict”

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

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

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

2006

2008

2010

2012

2014

2016

2018

Actions
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)

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

[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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MINUTES
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Published by Office of the General Assembly
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DIVESTMENT STRATEGY 193

XI. Responses to Referrals That Require
Action by the General Assembly
A. Referral: Advisory Committee on the Constitution
[For Assembly action, see pages 64, 65.]

25.189

The 195th General Assembly (1983) asked “the
General Assembly Council [to] recommend to the
196th General Assembly (1984) the procedures for
nominations and election, and provisions for term of
office of the members of [the Advisory Committee on
the Constitution].” (Minutes, 1983, Part 1, pp. 63-64.)

25.190

Response. The Form of Government (G-13.01 12)
describes qualifications of members and responsibili-
ties of the advisory committee as follows:

The General Assembly shall establish an Advisory Commit-
tee on the Constitution composed of six persons, three minis-
ters and three elders, with the Stated Clerk of the General
Assembly a member ex officio without vote. The six voting
members shall be former members of the Permanent Judicial
Commission of the General Assembly.

The Advisory Committee on the Constitution shall meet at
least annually in time to submit its report and recommenda-
tions no later than sixty days prior to the convening of the
next session of the General Assembly.

All questions requiring an interpretation by the General As-
sembly of the Book of Order arising from governing bodies
of the church or from individuals shall be communicated in
writing to the Stated Clerk of the General Assembly no later
than 120 days prior to the convening of the next session of
the General Assembly.

The Stated Clerk shall refer all such questions of interpreta-
tion to the Advisory Committee on the Constitution, which
shall report its findings to the General Assembly along with
its recommendations. Such recommendations may include
proposals for constitutional change. The General Assembly
shall vote on the recommendations, and may amend or de-
cline to approve them.

Three members of the Advisory Committee on the
Constitution, appointed by the moderator of the committee,
shall be present at the session of the General Assembly. All
items introduced as new business that touch upon constitu-
tional matters, including requesting rulings by the Moderator
on questions of order involving constitutional matters, shall
be referred in writing to these persons. They shall act as the
full committee and shall consider each matter referred to
them and make recommendations directly to the General As-
sembly through the Moderator.

25.191

That members of the Advisory Committee on the Con-
stitution be elected for a term of three years and that
they be eligible to serve two successive terms. They shall
be nominated by the General Assembly’s Nominating
Committee. Terms shall be arranged so that one third of
the members complete their service at the conclusion of
each regular meeting of the General Assembly.

B. Referral: Study of Divestment

25.192 [For Assembly action, see pages 58, 59.]
The 193rd General Assembly (1981) of the United
Presbyterian Church directed the General Assembly

Mission Council to:

study the possibility of divestment of stock in corporations
that do business in the Republic of South Africa, to inform
such corporations in which the United Presbyterian Church
owns stock of this study, and to report the results of this
study to the 195th General Assembly (1983). (Minutes,
UPCUSA, 1981, Part |, p. 252.)

The 195th General Assembly (1983) of the Presby-
terian Church (U.S.A.) reassigned the request

to the General Assembly Council and [directed] that the
General Assembly Council be informed that the Mission
Council's Commiitee on Mission Responsibility Through In-
vestment is prepared to complete the report. (Minutes, 1983,
Part [, p. 207.)

25.193

Response. The study is being conducted by the Com-
mittee on Mission Responsibility Through Investment
(MRTI). Since MRTI (NY) and MRTI (Atlanta)
began operating together, the General Assembly Mis-
sion Board also has been involved in this study. The
work has been organized in two stages, with previous
General Assembly approval. The first stage is an analy-
sis of divestment as a general strategy in the socially re-
sponsible management of the church’s funds, with
recommended principles and criteria for approaching
any divestment proposal.
25.194

Based on principles and criteria, when adopted by
the General Assembly, MRTI will evaluate the possi-
bility of divestment related to South Africa and prepare
a specific divestment proposal, if appropriate. Upon au-
thorization by the General Assembly Council, such a
proposal would be referred to the church’s investing
agencies for analysis and testing and to other agencies
for comment. Following this process, MRTI will pre-
pare its report and recommendations to the General
Assembly Council, which will in turn shape its final
report and recommendations to the 197th General As-
sembly (1985) on “the possibility of divesting of stock
in corporations that do business in the Republic of
South Africa.”
25.195

Therefore, the General Assembly Council and the
General Assembly Mission Board recommends that
the 196th General Assembly (1984):
25.196

1. Adopt and use “Divestment Strategy: Principles and
Criteria” (25.199-.210);
25.197 .

2. Urge its adoption and use by sessions
presbyteries; synods, and church-related insti-
tutions;
25.198

3. Receive the study “Divestment Strategy: The
Ethical and Institutional Context,” as mandated by
the 193rd General Assembly (1981) of the United
Presbyterian Church and reaffirmed by the 195th
General Assembly (1983) of the Presbyterian
Church (U.S.A.), and order it to be printed in the
Minutes; and urge its study, along with “Principles
and Criteria,” by other governing bodies,
congregations, and church-related institutions.

The Divestment Strategy:
Principles and Criteria

25.199

The Presbyterian Church (U.S.A.) faces the re-
sponsibility for investing assets accumulated over
many years. Such investment holdings function in
two ways in relation to the mission of the church.
First, they are a source of income for the support of
mission program and institutional objectives.
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Second, investment holdings represent power and in-
fluence for pursuing mission objectives of the church
directly.
25.200 -

For well over a decade, the Presbyterian Church
through General Assembly action has had definite
policies and guidelines for fulfilling the second in-
vestment function described. These policies and
guidelines set forth the biblical and theological bases
for this form of mission involvement. (See Minutes,
UPCUSA, 1971, pp. 596-629, and Minutes, PCUS,
1976, pp. 513-518,) The terms “social responsibility
in investment” and “mission responsibility through
investment” were used most often to describe these
efforts in both the United Presbyterian Church and
the Presbyterian Church in the United States. It has
been the Reformed tradition’s bias toward pragmatic
involvement in the world that allowed for church in-
vestments in the first place and then for the attempt
at responsible investment. The theology of mission
extends the concept of stewardship into society and
insists that the full influence and impact of church
investment be seen in the larger social context, with
motivation beyond financial gain, important as that
is.

25,201

The means of administering the investment activi-
ty of the church is known as trusteeship. While
those who function as trustees are elected by and ac-
countable to the bodies they serve, their responsibili-
ties 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.

25.202

In this context, divestment of holdings in a partic-
ular firm or class of firms is both part of the normal
management of funds and potentially an occasion for
Christian witness to God’s call for justice and the
renewal of society. Considered below and in the
study on which these principles and criteria are
based, divestment refers specifically to divestment
as a means for social witness and engagement. The
imperatives of the gospel demand that we weigh the
church’s involvement in a particular investment
with the church’s engagement in the larger society.
In some cases, trustee responsibility may make di-
vestment difficult, if not impossible, within conven-
tionally understood legal limits. Especially in light
of our Reformed heritage of transforming
involvement, however, the possibility of divestment
will require careful deliberation.

25.203

These principles and the following criteria are in-
tended to guide those governing bodies and their
agencies making recommendations ‘concerning
divestment. These criteria are further intended to
serve as an aid to trustees of related institutions and
organizations throughout the church:

25.204
1. The issue on which divestment is proposed
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should be one reflecting central aspects of the faith.
25.205
2. The issue on which divestment is proposed should be

one that the church has addressed by a variety of educa-
tional and action efforts, such as:

—correspondence with companies

—discussion with company managers and directors

—statements, questions, and shareholder resolu-
tions at stockholder meetings, and

—Ilegal action against companies.

25.206
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

¢. should state the ends sought through
divestment.

25.207

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.
25.208

5. Efforts sheuld be made to examine the probable
effects and conseguences of the action with affected
communities, particularly Presbyterians.
25.209

6. The proposed action should be sufficiently pre-
cise that the effect of its application can be evaluated.
25.210

7. Any proposed divestment action should include
provision for:

a. informing appropriate church constituencies;

b. giving appropriate public visibility to the
action;

¢. engaging other governing bodies and mem-
bers in advocacy for the ends that prompt the
divestment;

d. giving pasteral care to those directly affected.

THE DIVESTMENT STRATEGY:

ETHICAL AND INSTITUTIONAL CONTEXT
(STUDY PAPER)

25.211 .
Outline

1. Ethical Decision in a Corporate Context

A. Intentional Ethical Decision
B. The Structure of Corporate Ethical Decision

II. Investment: The Context for Consideration of
Divestment L

A. The Nature of Investment Funds

B. The Dual Function of Investment

C. Factors in the Administration of the Church’s
Investments
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DIVESTMENT STRATEGY 195

1. Trusteeship

2, Structural Dynamics and Constraints in Invest-
ment Activity

3. Where Trustee Responsibility and Community
Objectives Meet

4. Policy and Strategy for Administering Invest-
ments as Instruments of Mission

III. Divestment as an Ethical Strategy

A. Definition of Divestment
B. Theological Context for Divestment
Consideration
‘1. Stewardship
. 2. Vocation in the World: Societal Engagement
and Transformation
3. The Ecumenical Context of the Church’s Life
and Action
4. The Broader Trusteeship

IV. Institutional and Programmatic Factors in Divestment

A. Precedents
B. Investment Management Issues
C. Questions of Consequences
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L. Ethical Decision in a Corporate Context

A. Intentional Ethical Decision

25.212

All acts embody values and reflect a sense of what is
necessary, appropriate, or right in the given context.
This is as true for corporate bodies and institutions as
it is for individuals. Most “decisions” to act are made
without conscious reflection. Experience and instinct
validate particular acts as “right” without any real
sense of conflict or tension. That is, they are uncon-
sciously perceived as consistent with the “character”
of the person or body, with the values and commit-
ments that have been formed and the purposes or con-
sequences that are sought.

25.213

From time to time, however, pressure to decide and
act leads either a person or a corporate body to reflect
consciously and intentionally on the course to be
chosen. The ethical structure of decision and action is
not different in such situations, but the decision itself
is obviously perceived to be more difficult. Some or all
of the factors that are calculated unconsciously most of
the time signal us that an unusual degree of ambiguity,
tension, conflict, or risk is present.

25.214

Briefly, we think deliberately about the values we
hold, the commitments we make, the purposes we
seek, and the consequences we will accept—when we
are faced with the need to decide and act-on important
matters, when values are in conflict, in the face of am-
biguity or tension, when one desirable purpose seems
incompatible with the pursuit of another, when the
risks and consequences are actually or potentially

serious. This is true both for individuals and for corpo-
rate bodies, but there are structural differences in in-
tentional ethical decision between the two. This asser-
tion may seem self-evident but a brief discussion of
some of these differences is in order, since our frame
of reference is a potential corporate decision of the
church.

B. The Structure of Corporate Ethical Decision

25.215

Corporate bodies like the church are internally
pluralistic, regardless of how monolithic their
character, motivation, and purpose may sometimes
seem to outsiders. It may be theoretically possible for a
group to exist in which each and every individual
member has identical values and commitments, sym-
metrical goals and priorities, common judgment about
strategy and timing and compromise, along with equal
willingness to accept risk and sacrifice. If so, such a
group could (and would) decide and act
(unanimously) as a single individual would. In reality,
however, a corporate body is a collection of individuals
and more or less formal subgroups with varied values,
priorities, interests, willingness to act in the face of
risk, and senses of timing and tactics. In all of these
areas, as well as in opinions about appropriate trade-
offs and how much should be expended for this or that
objective, judgments will vary—sometimes slightly
and subtly, sometimes seriously and substantively.

25.216

These variations assume special significance for a
corporate body when it is faced with the need to decide
and act-on a particularly ambiguous and serious
matter—one that has the characteristics noted above.
We ordinarily refer to such matters as “controversial”
for obvious and appropriate reasons. The process of de-
cision in such matters is “political” in a way that a deci-
sion made by individuals is not, since a group is a
“polis.” The corporate “actor” must define some ac-
ceptable compromise value or goal, mediating the col-
lection of plural values and objectives held within the
body. The actual or potential consequences of the
action under consideration must be calculated for a di-
verse set of constituencies within the body, whose per-
ception of the consequences will be shaped by differing
experiences, status, needs, and interests. Thus, trade-
offs and cost-benefit analyses cannot be made simply
in terms of the external effects of the action; they must
be negotiated internally as well. The members of the
body will not be equal in their vulnerability to the
negative consequences of action; they do not have
equal accountability for institutional consequences of
action; and they do not have identical authority or re-
sponsibility within the body.

25.217

A few brief illustrations will illuminate the signifi-
cance of these diversities as they affect the political
process of ‘decision in a corporate body. Women and
members of racial-ethnic groups will generally feel a
greater commitment to AAEEO policies and plans
than is felt generally by white male clergy. Corporate



Appendix 3

Divestment Strategy - 196th General Assembly (1984)

196 DIVESTMENT STRATEGY

executives may view the Nestle boycott as an ill-timed
and counterproductive tactic in light of the potential
effect. Mothers of small children are likely to have a
different view of the seriousness of the problem of
infant formula abuse. The consequences of the deci-
sion to- move a manufacturing plant from one city to
another will undoubtedly seem different to the Presby-
terian pastor whose community is devastated and the
Presbyterian corporate executive in a distant city
under mandate to cut 0perating costs. And the trustees
of the church’s pension funds, with responsibility to
manage those funds for the beneﬁt of future retlrees,
may well have a different view of acceptable risk in in-
vesting those funds than church members not a part of
the Pension Plan.

25.218
On the surface, such differences might appear to

paralyze a corporate body faced with the need to
decide and act on any “controversial” matter. They do
not, of course, because the body has agreed on some
acceptable process for deciding and acting in the midst
of its tensions and diversities. These “rules for making
decisions” are one of the important structural elements
in corporate ethical decision that differentiate it from
individual decision. In a .corporate body the
“legitimacy” of any decision rests partly, sometimes
heavily, on the issue of whether the decision was
“properly” made. Were the rules known? Were they
followed? Was the group making the decision autho-
rized to do so? Were the politics and procedures open
and fair? And so on. These are not necessarily nit-

picking questions arising from people to whom process:

is more important than substance. They may well re-
flect a sense that in the necessary process of mediating
conflicting interests and purposes within a pluralistic
corporate body, procedural legitimacy is itself an im-
portant ethical issue.

11. Investment: The Context for
Consideration of Divestment

A. The Nature of Investment Funds

25.219

The corporate community known as the Presbyteri-
an Church (U.S.A.) holds well over a billion dollars in
invested funds. These are not an aspect of our life as
an “institution” distinct from our life as a community
of faith. They are in fact an embodiment of the com-
munity’s life and commitment—past, present, and
future. The funds are classified in the following general
ways:
25.220

1. Funds held by the pension boards, augmented
continuously by payments, for the benefit of present
and future retirees.
25.221

2. Funds from bequests or gifts, past and present,
the return from which is to support the program of the
church. These funds are subject to designation by
those who have given them:

—some are designated for the support of particu-

lar programs or institutions or specific areas of mission
work;

—some are restricted as to the placement of the
investment;

—some are given for “the work of the church”
generally.

25.222

3. Funds given to provide guaranteed annuities to
persons or their heirs, with a specific beneficiary to re-
ceive the remainder after the annuity contract is
fulfilled.
25.223

Legally, the acceptance of all these funds creates a
contract. Assurances are given; conditions are
accepted; commitments are made. The terms of these
contracts are specified and protected: by civil law and
the funds are managed by trustees, whose function is
also prescribed and regulated by civil law as well as ec-
clesiastical authority. We will return shortly to the dis-
cussion of trusteeship and other factors in the adminis-
tration of invested funds.
25.224

Theologically, as' we have noted, investment funds
constitute a particular embodiment of the life and com-
mitment of the community. They are an expression of
community stewardship over time, through which
resources possessed by individuals are given back to
the continuing service of God’s purposes. They are a
sign and embodiment of the community’s commit-
ment to mission in the world, in both particular and
general ways. They are a concrete guarantee of the
community’s covenant responsibility to those who
have served it professionally.
25.225

Investment funds are also a symbol of the hlstorlcal
faith of our particular community. Through invest-
ment activity we witness to ourselves and others that
we are a living and continuing community, that worldly
institutional forms and activities are carriers of spiritual
reality, and that involvement with the engagement in
the historical structure of the human political economy
is valid and appropriate for our Reformed religious
community.
25.226

Finally, invested funds represent a unique corporate
resource of power and influence. Investment brings a
certain ownership stake in enterprises that have great
significance for persons and for the social order. In-
vestment automatically puts the corporate church in
possession of defined access to those enterprises and
of defined rights to influence their policies and
activities. The exercise of such access and rights is part
of the stewardship-of the church—the commitment to
use the power and influence given to it for God’s pur-
poses of justice and reconciliation in the world.

B. The Dual Function of Investment

25.227

Investment holdings function in two different ways
in relation to the church’s objectives. First, they are a
source of income for the support of the mission or in-
stitutional objectives of the church. Such a purpose
clearly seeks maximum sustainable financial return
and preservation of the capital base within generally ac-
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cepted restraints (we should not knowingly invest
directly in enterprises whose purposes are fundamen-
tally inimical to the church’s basic values, no matter
how secure or profitable such investment might be).

25.228

Second, investment. holdings are in themselves a
resource, an instrument for pursuing mission objec-
tives of the church directly. As we have noted, invest-
ments represent a certain 'degree .of power and
influence; they bring access and rights with regard to
other social institutions. So also selective placement of
investment funds can support enterprises engaged in
endeavors that the church finds especially worthy but
which may not be particularly secure or profitable. The
exercise of shareholder rights allows the church to

seek changes in the policies and practices of the corpo-

rations in which it invests. And the decision to bar in-
vestment or to divest holdings not only witnesses to
the clash between the values of the church and those
of the listed corporations but can also influence the ac-
tivities of those corporations, particularly when such
actions are taken in concert with many other church or
institutional investors. Thus, investments function
through the intentional exercise of their power and in-
fluence to support the nonmonetary objectives of the
church, as well as through the income they provide.

25.229

There is clearly a potential for tension between
these two functions of investment. The persons,
purposes, or institutions that are the designated benefi-
ciaries of the income from investments will almost in-
variably have a strong interest in the first function,
maximum return, since it translates directly to in-
creased 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 mis-
sion objective, such as economic development among
the poorest of the poor in the Third World or a minori-
ty community enterprise in the United States.

25.230

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 meet-
ing contractual commitments a half century or more
away, are particularly and appropriately sensitive to
this tension. There is also a potential for tension in the
fact that needs change from time to time as do defini-
tions of mission strategy. Bequests given and designa-
tions made must be honored, even if they provide
large sums of money for needs that have become small
while new needs have emerged for which no funds are
available.

25.231
In short, the management of the church’s invest-

‘ments is neither simple nor tension-free, though ob-

viously important. We turn now to a brief discussion
of some of the factors that affect the administration of
investment in and for the corporate church.

C. Factors in the Administration of the Church's
Investments

1. Trusteeship
25.232

The method for administering the investment activi-
ty of the church is known as trusteeship. Though those
who function as trustees are elected by and accountable
to the body they serve, their function and responsibili-
ties are also defined by civil law, as we noted. They are
thus accountable to the larger society for the exercise
of their trust as well.

25.233

The responsibility of trustees regarding the use of
income from investment is determined by the terms of
trust in each gift or bequest, not simply by decision of
either the trustees or the institution they serve. It is
their legal and institutional duty to see that all provi-
sions are honored, whether they govern investment of
principal or distribution of income. The trustees are
guardians of the community’s interests and agents of
its objectives, but in a very particular way. Once the
community accepts a bequest or gift for investment, it
forfeits much of its future corporate control over
it—the conditions and purposes are set for all time in
theory, though the law allows for modifications under
certain circumstances. So the trustee, in a very real
sense, sometimes serves the community by standing
against its occasional desires to alter contracts pre-
viously made. This particular exercise of trusteeship
has been more prominent as the church has sought to
implement social responsibility through investment ac-
tivity and is misunderstood by some who feel that trus-
tees should serve primarily to implement the con-
temporary objectives of the body. So trustees function
within a particular tension: They are subject to external
restraints (law and contract) but also to the internal ex-
pectations of the body they serve.

25.234

It is important that we understand the full dimen-
sions of this “guardian” function of trusteeship,
however. It is not simply the assertion of external legal
restraint against the objectives of the body. It serves a
very significant internal function within the body as
well. Trusteeship is a reminder to the church that the
body is a continuing, living community. Those who
have gone before and the bequests and commitments
they have made are, in a very real sense, present and
vital parts of the community. And those of us who are
present members of the community are assured,
through the community’s trustees, that the commit-
ments and bequests we make will be recognized and
continued in the future life of the community. Just as
the congregation’s property does not fully belong only
to those who now worship in it but also to those who
have built and worshiped in the past and will build and
worship in the future, so it is with the community’s
investments.

2, Structural Dynamics and Constraints in Invest-
ment Activity

25.235
As trustees of congregations, church agencies, and
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related organizations manage investment funds, they
must make decisions within the same market dynamics
that affect any other investor. All investments entail
some degree of risk—economic cycles come and go;
companies prosper and falter, sometimes through
poor management or through changes in technology
or demand; interest rates rise and fall; and industries
or regions develop or decay. These variables and the
search for an optimal combination of security and
return lead to the following general strategic
considerations.

25.236

a. Diversification—Some funds will be invested in
equity stocks, some in bonds, some in notes, some in
real estate, etc. Within each class, the investments will
be distributed among a number of sectors
(manufacturing, utilities, communications, services,
transportation, pharmaceuticals, retailers, etc.). And
within each sector the investments will be distributed
among a number of different companies and regions.

25.237

Diversification is perhaps the most important ele-
ment in investment strategy. Though the number of
potential investments seems bewilderingly large, the
investment manager is comforted by the diverse possi-
bilities for spreading the risk. Any approach that inten-
tionally narrows the investment universe, the number
of options that can be considered in seeking
diversification, thus leads to some anxiety.

25.238

b. Timing—Conditions change as we have noted. In-
vestment managers want to take advantage of those
changes, to buy low and sell high, in the common
parlance. Thus, liquidity, the ability to change from
one form of investment to another quickly without
loss, is important. Real estate may not be quickly
convertible; cash is. Maturity is another important
timing consideration. The purchase of a large number
of 6 percent utility bonds that would mature in 40
years may have looked good in 1953; but if the princi-
pal was needed to pay pensions in the early 1980’s
when interest rates hit 20 percent, the timing was
unfortunate.

25.239

c. Flexibility—Just as there are a variety of invest-
ment objectives, so there are a variety of investment
strategies. When a high and predictable level of
income is needed immediately, bonds and certificates
and stocks with a history of sustained dividend yield
are attractive. When present income can be less in
order to seek higher future values through capital
appreciation, growth stocks are sought. Investment
managers use these and other options in shifting
patterns, attempting to match strategies with changing
conditions and changing objectives. In the midst of
sometimes rapidly changing circumstances, this re-
quires the flexibility to take decisive and speedy action.
25.240 ‘

d. Constraints—There are also internal limits on the
possibilities for diversification, timing, and flexibility.
Some of these are legal as we have noted. Some are
specified by the terms of certain bequests, stipulating

that the funds must remain invested in the stock of.a
particular corporation. Some arise from the character
of the community and its values (i.e. the long-standing
barrier to investment in companies known principally
for their activity in relation to gambling, tobacco,
alcohol, or munitions). Some are self-imposed, the au-
tomatic consequence of chosen investment strategies,
such as a decision that a certain amount of income
must be available during the first six months of the
year in order to meet cash flow needs. And some con-
straints arise from policy decisions of the church, such
as the one proscribing investment in a number of
corporations related to military production.
25.241

3. Where Trustee Responsibility and Community
Objectives Meet

The illustration just above indicates that trustee dis-
cretion in managing the invested funds of the church
community may be influenced by policy decisions of
the General Assembly.
25.242

Trustees are primarily responsible for seeing that
the capital sum of a gift or bequest is not intentionally
diminished or liquidated (unless the terms of trust
permit it) and that an acceptable level of income is
maintained and used for the purposes specified. Even
a directive of the General Assembly must recognize
those responsibilities. The placement of investment,
however—the choice of the specific companies or
assets to be invested in—is discretionary, except in
those relatively' rare instances where placement is
specified by the donor. Though placement choices are
discretionary, they are not capricious. Investment
managers seek to select particular investments whose
combination of security and performance will keep
risk within acceptable limits and contribute appropri-
ately to overall portfolio objectives. This is, of course,
a judgment about “investment quality.”

25.243

In practice, investment managers seek an overall
rate of return that is the average for all particular
investments. Within the portfolio (the complete list of
investments held at a particular time) some will per-
form better than anticipated, others worse. Some in-
vestments will be sold at a handsome gain, others will
be disposed of at a loss. Some bonds will yield 14
percent, others 8 percent. And so on. “Adverse effect
on the investment portfolio” does not mean that a par-
ticular stock yields less than another or performs
below expectation. That is usual and expected. It
means that a particular holding is so far from the aver-
age that it will lower’ Ihe yleld significantly.
25.244

We have also noted that there are a very large
number of potentlal 1nvestment placements, of which
only a small percentage is ever actually held at a given
time. And those that are held are constantly changing
through the operation of the dlverS|ﬁcauon timing,
and flexibility requirements. Thus, companies A, B,
and C may be held; but as a matter of fact, companies
X, Y, and Z might be just as appropriate to the invest-
ment strategy and just as consistent with the responsi-
bility of the trustee.
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25.245

Thus, the church community might say, “We wish
to purchase stock in P company because it is doing an
outstanding job of hiring and promoting women and
racial-ethnic minority persons.” An examination re-
veals that P stock will not adversely affect investment
performance. There is no reason for the trustees not to
authorize the purchase. The same logic, of course, ap-
plies if the church community wishes to recommend
that holdings in certain companies be barred or sold.
25.246 T

It is on this frontier of placement choices that trustee
responsibility and the nonmonetary larger objectives
of the church meet. The frontier is not a clear line,
since “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 com-
munity 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 com-
munity objectives.

4, Policy and Strategy for Administering Invest-
ments as Instruments of Mission

25.247

For over a decade, the Presbyterian Church has had,
through General Assembly action, definite policy and
guidelines for fulfilling the second investment function
described earlier—using their access and power directly
to achieve nonmonetary objectives. The terms “social
responsibility in investment” and “mission responsi-
bility through investment” are used most often to de-
scribe these efforts. Briefly, General Assembly policy
and guidelines assert that investment activity is not
simply a means of securing money for mission but also
constitutes a stewardship responsibility that the
church can and should exercise appropriately in
mission, seeking to further its objectives for a better
social order. Instrumentalities in which investment
managers join with mission managers were created to
implement this approach.
25.248

The following methods are available to the church in
the administration of the mission responsibility
through investment policy:
25.249 ,

a. Written inquiry and correspondence with compa-
nies in which stock is held.
25.250

b. Face-to-face discussion with company managers
and directors.
25.251

c. Statements or questions in annual stockholder
meetings.
25.252

d. Shareholder resolutions seeking change in compa-
ny policy or practice. The shareholder resolution has
been the most visible church strategy for exercising
mission responsibility through investment, though it
invariably rests on a base of activity described in a, b,

and c just above. The shareholder resolution is clearly
tied to ownership, whether of one or a miillion shares.
The resolution implicitly values the fact of ownership
and its guarantee of access into the decision-making
process of a given firm. It acknowledges responsibility
for the activity and governance of the enterprise and
accepts a certain degree of identification with it. The
resolution may seek to point the company in a new or
more responsible direction; it may seek the reform or
abandonment of particular policy or practice. In either
case, the church stands within the corporation, en-
gaged in a genuine effort at reforming participation in
its internal affairs.

25.253 _

Candor requires the acknowledgment that share-
holder influence is generally restricted by the proxy
machinery and the corporate ethos. The access of
shareholders is regulated by the Securities and Ex-
change Commission, which in 1983 tightened the
rules governing shareholder proposals. These rule
changes will have a further restrictive effect on the
ability of concerned shareholders to present their posi-
tions within corporations. In spite of this and the pre-
scribed language of resolutions, by which shareholders
can only “request” or “suggest,” not “direct,” the
Board of Directors, the shareholder resolution con-
tinues to represent a vehicle of engagement and a
potential, however small, for effecting corporate
change.

25.254

e. Legal action against companies in which stock is
held.
25.255

f. Intentional purchase of stock to support an enter-
prise or create a shareholder position for further action
(athraugh eabove).

25.256

g. Exclusion of some classes of investment from
consideration. For the purpose of this paper, exclusion
means that investment in a certain class of enterprise
will not be considered. The naturé of the enterprise is
judged to be fundamentally and irretrievably incom-
patible with the nature and purpose of the church, i.e.,
alcohol, tobacco, or nuclear warhead production.
25,257

h. Proscription of purchase of specific stocks not al-
ready held. For purposes of this paper, proscription
means that a stock that would otherwise be considered
for investment will be avoided because of some partic-
ular policy or practice that could be remedied. The as-
sumption behind proscription is that should the policy
or practice be reformed, the proscription would be
removed. In fact, proscription may well be adopted in
the hope of speeding the remedy. .

25.258

i. Divestment of stocks held and proscription of

future purchase.

I11. Divestment as an Ethical Strategy

A. Definition of Divestment

25.259
Divestment means that stock already held will be

-
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disposed of because of social criteria considerations.
Divestment may be undertaken for a variety of
reasons. A company whose securities were .originally
chosen because of positive social return may become
less attractive because of diminished efforts; company
policy or practice may be judged so unjust or negative
in social effect, and so impervious to change from
within, that the church simply cannot hold it any
longer. Divestment can be undertaken as part of a con-
certed effort to focus persuasion and pressure in the
hope of producing changes. In any event, divestment
is ordinarily contemplated only after persistent share-
holder effort to persuade the company to change. A di-
vestment action is, of course, then linked to
proscription—further purchases will be avoided as
long as the condition persists.
25.260

Since stock. is continuously being bought and sold,
any act of selling could technically be called
divestment. And since a great many stocks will be ex-
cluded from purchase consideration because of poor
performance, high risk, and other investment quality
judgments, they might technically be called
proscribed. We use the term here to describe judg-
ments that are made on the basis of nonmonetary ob-
jectives or motivations, however.

25.261

For the purpose of this paper, then, divestment is a
conscious decision to dispose of any current financial
stake in an enterprise or class of enterprise because of
policy or practice in regard to a social issue and to
prohibit future stake so long as the offending situation
holds. It is not appropriate to speak of “divestment” in
relation to securities that would not be purchased or
would have been sold anyway because they were
illegal, inimical to the fundamental values of the
investor, outside the chosen investment strategy, or
because they failed the economic tests of risk or return.

25.262

There is a clear similarity between the boycott and
divestment with its subsequent proscription. Divest-
ment can be seen as a “boycott” on investment rather
than on products or services, and an investor can be
seen as a “consumer” as well as part owner and
beneficiary. The boycott is primarily a strategy for
those “outside” a corporation who wish to affect it.
Thoeugh it may be linked with other forms of persua-
sion (letters, dialogue, personal interventions, legal
redress, demonstrations, etc.), the boycott does not in-
volve an “inside” role in corporate decision-making.
When agencies of the church determined not to con-
vene meetings in states that had not passed the Equal
Rights Amendment, for example, they put themselves
outside the entities involved. Divestment, then, is an
intentional decision to move “outside,” into the loca-
tion of the boycotter. After a decade of Presbyterian in-
volvement in boycotts, the General Assembly Mission
Council of the United Presbyterian Church prepared
an analysis of boycott policy and strategy, which was re-
ceived by the 191st General Assembly (1979). This
analysis seems relevant in a consideration of
divestment, thus, brief excerpts are cited here:

Consumer spending (or investment placement) is the result
of free choice in our society. One can choose to buy or not to
buy, to patronize one purveyor of services or another. The
decisions often involve economic considerations, but some-
times involve moral judgments as well. “Trustworthiness,”
“reputation for integrity,” “commitment to the community”
will sometimes weigh more heavily Lthan price alone.

In short, it seems “natural” to us that our consumer deci-
sions should be shaped by our beliefs, should ranslate or be
a “sign” of those beliefs in the world of commerce. Christians
understand this in terms of stewardship, our responsibility to
use possessions as witness to and in service of the Lord of the
Church and the world.

For . . . Presbyterians, should the pursuit of social justice be
one of the values or commitments to be pursued in concert
and intentionally through recommendations for consumer
boycotts or selective patronage? Tradition, faith, and polity
all say “‘yes.” “The promotion of social righteousness™ is one
of the great ends of the church . . .. To exclude that value
from the list of commitments that should shape economic de-
cisions would be a selective severing of the tie between faith
and action and would be theologically "indefensible.
(Parentheses added) (Minutes, UPCUSA, 1979, page 253.) .

25.263

Finally, then, divestment and the refusal to
purchase an ownership share in an enterprise can focus
attention on the fundamental nature of the enterprise
as well as its activity. Unlike the shareholder
resolution, which implicitly accepts some identification
of the company’s basic interests with those of the
church, divestment publicly -repudiates that
identification. The shareholder resolution argues for
what is seen as the long-term best interest of “our
company;” the divesting institution asserts that its
own interests- require’ disassociation from the
company. The church in effect states “our nature and
commitments are such that we can no longer be identi-
fied with you, even for purposes of attempted
reform.” As noted, this makes the character and pur-
pose of the enterprise an issue. It also draws attention
to the basic character and purpose of the divestor—the
church. And that question of the nature of the divest-
ing body leads directly to theological considerations.

B. Theological Context for Divestment Consideration

1. Stewardship
25.264

The church is, of course, a corporate body in society
with a particular character. The basis on which. it is
formed arises from faith; it understands its activity and
objectives with reference to values and ends for indi-
viduals and for society that arise from a transcendent
power and purpose.
25.265 Fjrae

Presbyterians have defined their understanding of
character and purpose in relation to action in the
world—to social involvement—continually throughout
their history.in a. number of different ways. A 1972
study on “The Church’s Responsibility in Society:
Biblical-Theological Foundation for Social Involve-
ment” characterized the church in three ways: As a
confessional body united to witness to God’s reconcil-
ing love; as a Reformed body, sinful and yet working
to transform itself and other sinful structures around
it; and as a connectional body, one church ordered in
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and through representatives and united in its mission.
That report discussed the biblical-theological theme of
reconciliation, then recently restated in the Confession
of 1967, which guided the church in its struggle to love
God in the midst of idolatry and capitulation to the
“principalities and powers” that rule our age. Taking
the ministry of Jesus as providing both substance and
shape to our own, the report concluded that in order to
be faithful to the work of God in all of its grace and
judgment, the church needs to act with both integrity
and power. Its life and obedience are to provide exam-
ple and symbol and are also meant to have effect.
Faithful actions by the church will meet the suggested
criteria of appropriateness, timeliness or urgency,
balance, and manageability.

25.266

In the area of investments, as in all other areas of its
mission and life, the church has understood that faith-
fulness demands that investments must reflect moral
imperatives and the fundamental commitments of the
church. Thus it is that the specific concern for the
church’s mission responsibility through investment is
termed “a matter of stewardship” in the basic theologi-
cal rationale. The church’s stewardship of its invest-
ments involves a concern both for their financial value
and for their witness value, or their importance as a
sign of what the church stands for, what the church
participates in, and what the church can do to advance
the area of God’s rule in the world.

2. Vocation in the World—Societal Engagement and
Transformation

25.267

One of the key thémes of stewardship in the Presby-
terian tradition has been commitment to participation
in the world. God calls believers and the church to a
vocation of service within the orders and structures of
the common life. This vocation of service includes two
distinctive but normally complementary emphases:
faithfulness, which is clear witness to the values de-
rived from faith; and effectiveness, which is the con-
crete realization of desired ends. In many instances,
the two work together. They often, however, seem to
be in tension and are even seen by some to be
alternatives. Effectiveness, “getting things done,” in
an ambiguous world involves compromise and settling
for the attainable rather than the ideal. Most Presbyte-
rians will agree that the search for the better is a mark
of faithfulness and also that clear and unambiguous
witness, the refusal to settle for what seems attainable,
is often effective. Thus, the two are seen as two dimen-
sions of a single commitment—receiving different
emphasis on different occasions.

25.268

The tension is sometimes described as between
purity and pragmatism, though these terms should not
be understood as synonyms for faithfulness and
effectiveness. The purity-pragmatism tension signals a
new set of theological questions: essentially those of
“separation from the world” and “participation in the
world.” Though the issues are complex, they reflect
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two different faith poles. One is the conviction that the
world is dominated by sin and that engagement with its
life therefore inevitably means compromise with sin
(living by its *“pragmatic” code), which Christians
must seek to avoid, since they are called to purity. The
second is reflected in the Reformed tradition, which
acknowledges the pervasiveness of sin in the world,
yet sees the world as ultimately under the more power-
ful domination of God’s purpose. The vocation to
serve God is the realization that final purpose is more
powerful than the search for purity:

25.269 , :

Thus purity seeks perfection. Following a clear
strand of biblical testimony, it seeks to “come out
from among them and be separate,” “to keep pure and
unspotted from the world,” to “be therefore perfect as
your heavenly Father is perfect.” This approach has
powerful appeal, particularly given the mandate to
model in the world a community in covenant with
God.

25.270

Presbyterians appreciate these paired motifs of per-
fection and separation. But they also have appreciation
of the flawed character of life in history that makes it
impossible to be perfect in a sinful world—even in the
church. Looking to equally powerful themes of biblical
testimony—*“let justice roll down like waters,”
“inasmuch as you did it to one of the least of these,”
“] have come to proclaim release to the
captives” —they have a lively sense of calling that man-
dates participation in sinful structures to seek their
reformation.

25.271

Perfection and separation, while important, are not
the final measure. They must be held in tension with
faithfulness and effectiveness, which may involve
compromise for the gaining of some important proxi-
mate goal. Thus, Reformed churches have sought to
be in the world, not withdrawn from it—to serve the
perfect purpose of God in less than perfect structures
in order to change them, not to live apart in communi-
ties of holiness. The church as a community has not
sought isolation but engagement.

25.272 _

The tension between engagement and withdrawal,
between pragmatism and purity, is a very important
one in any consideration of divestment and merits fur-
ther analysis. Jack Stotts, President of McCormick
Theological Seminary, has described these differences
in commenting on the Presbyterian approach to invest-
ment responsibility, using the common sociological
terminology of “church™ and “sect™ types:

In our case. this church is a social type that is engaged with
the world, embraces engagement with the world in fact, and
expects to shape the public order for well being and well
doing within the world, as well as to shape the church itself. It
expects Lo be intimately engaged with politics, economics and
social life, and knows that involvement with sin will be
necessary. Sin is seen as being evenly distributed, both in the
church and in society. The church will be involved in
legitimating, in judging, in shaping . . . . In contrast, a sect
‘type of church organization withdraws from the world, lays
absolute claims on its members or sees the gospel as laying
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absolute claims and sees the gospel as something that can be
absolutely followed. The historic Peace Churches and the
communal religious communities in America are examples
of sect type organizations. The world is seen as passing away,
and these are forms of a pure church or body of believers.

25,273

Dr. Stotts goes on to distinguish between the two
types of ethics that follow from the church-sect
distinction. In terms that come from Max Weber,
these are an “ethic of responsibility” and an “ethic of
purity.” The first is an ethic that acknowledges the
need for compromise to work with the less-than perfect
and to seek limited objectives. In a sense it is a utilitar-
ian ethic, though one that acknowledges
boundaries—the poin:s beyond which further effort is
futile, counterproductive, or morally inappropriate.
25.274

The second of these ethics emphasizes the need for
purity rather than compromise, faithfulness rather
than effectiveness, witness rather than results. The
church, in this view, should not participate in evil and
is not responsible for trying to make things come out
right.
25.275

While churches in the Reformed tradition are of the
“church” type, practicing an ethic of responsibility in
worldly engagement, both theology and practice recog-
nize that pragmatic engagement has limits. In some
instances, a strong witness is called for and nonpartici-
pation is justified as a particular form of engagement.
We have marked certain areas as off-limits for
investment, not because we thereby presume to estab-
lish or attain purity but because we believe the enter-
prises are fundamentally at odds with our values.
Though we may hope that our witness and disapproval
have some effect, such actions are not taken primarily
because of hope for reform in the enterprise. We may
also be acknowledging tacitly that stockholder status
would not bring us any realistic opportunity for reform.

25.276

The issues of witness and effect are clearly highlight-
ed in the question of potential divestment in regard to
South Africa. The official policy of apartheid is funda-
mentally offensive to a Christian undertaking of life
and society. Apartheid is the political and social mani-
festation of a theological heresy—a direct defiance of
God’s will for both human and social existence. The
economic strength controlled by the white minority is
a major element of its continued dominance, and the
activity of corporations in which- the Presbyterian
Church invests contributes to that stréngth. The
church has tried for many years to effect change in the
policies and practices of those corporations in efforts
to produce change in South Africa, but ‘the efforts
have been largely ineffective. Do we divest as a witness
that we can no longer justify participation where
change is hopeless? Do we merely transfer the burden
of our ownership to someone else, at no cost to
ourselves? Would divestment, if taken in concert with
others, have any effect on the corporations? Would it
weaken the sinful power of the South African
government? The search for responsible faithfulness
in such a situation surely calls for careful conscious
consideration by the body.

25.277

It has been the Reformed church’s bias toward prag-
matic involvement with the world that has allowed it
to be an investor in the first place, and then for it to at-
tempt responsible investment. This commitment in-
sists that matters of the church’s life as a community
of believers are matters of justice for the world. The
identity of the church is defined as
mission—participation that is determined to establish
community based on God’s justice. The theology of
mission extends the concept of stewardship into socie-
ty and insists that investments be used with full inten-
tionality as a means of engagement in a larger context
than any given firm. Thus, while some definitions of
relatedness and community would value staying in a
given firm and continuing to influence it positively,
the church insists that its participation enhance the life
of the larger community as well. The continuity, or the
linkage between the two, must be not mere
relatedness, but just relatedness. And the church’s in-
vestment in justice may mean divestment from a given
firm, from a given community.

25.278

The identity of the church is found in its commit-
ment to faithful life and action, in investments as in
other areas of its life. Divestment from a particular en-
terprise thus_can be a means of effective participation
and witness in the larger social enterprise of justice. By
refusing to be a shareholder in an enterprise whose
effect is negative to justice, the church may be acting
to increase responsibility in economic life. At certain
times, divestment may be an action of transforming
effectiveness, and at those times the church must be
free to act with both integrity and realism.

25.279

How can we know when the limits of engagement
with a particular institution have been reached and
faithful stewardship to a larger witness requires
withdrawal? Where i$ the point at which further effort
toward pragmatic reform becomes evasion of the call
to unambiguous witness? There is no axiom or formu-
la that will automatically yield the counsel of the Holy
Spirit on this central question. We know simply that
there is such a limit, such a point, that pragmatism
must sometimes yield to purity and engagement to
withdrawal. As the church is called from time to time
to determine whether the point has been
reached—relying on the knowledge and prayer of the
community and the guidance of God—we would do
well to confess that such decisions are particularly diffi-
cult for a people so passionately committed to pragmat-
ic engagement. i '

3. The Ecumenical Context of the Church’s Life and
Action f

25.280 )
The Presbyterian Church does not understand its
community life as complete and contained within its
own structures and membership. It knows itself to be
an organic piece of a larger community—the ecumeni-
cal Christian church. That relationship is not
mechanical, or as one member of a set of similar units,
but is undeérstood theologically as our essential nature,

Page 19 of 28

E 1




( Appendix 3

vital and substantive. As part of that body, the Presby-
terian Church exists not only in the world community,
but for it. Insofar as we are true to such understanding,
every aspect of life and activity has its source and echo
in the world Christian church; every aspect of life and
activity is measured by its meaning and purpose in the
larger human community: S

25.281 %

We are thus accountable not only to the Lord of the
church but also in a very real way to the varied mem-
bers of the oikos—the household of faith and the com-
munities of the world. What they inténd and need and
hope for should be heard and considered as we discuss
the motivation and intended consequences of our life
and witness. The meaning of justice and reconciliation
and the relationship of our life and action to their reali-
zation in history must finally be both defined and
validated for us through the substantive participation
of others. This larger community context of decision
and accountability is a fundamental theological dimen-
sion of our self-understanding.

25.282

This theological understanding has dual relevance
as we consider any investment-related issue. First, we
recognize that the majority of churches in the world
Christian community do not hold significant financial
endowment and investments as we do. In many cases,
poverty prevents such personal and institutional
stewardship; in others, different investment vehicles
are used. We have a special responsibility to manage
this particular resource of the world Christian com-
munity on behalf of the whole. Second, the large
economic institutions of this nation have great impact
on the nations and peoples among whom these
churches live and witness. Our witness and strategy
toward these institutions, in engagement or
disengagement, has enormous import for Christian sis-
ters and brothers around the world. Part of the one
body of Christ with them, we must somehow in such
cases provide access and advocacy for their voices.

25.283

This theological understanding of ecumenical partic-
ipation and accountability is not currently translated
into structure and procedure. The voices and votes of
the “others” of the community are not heard and cast
in our debates and decisions unless we make conscious
provision for their inclusion. Thus, the definition of
the full community within which standing to partici-
pate is granted and consequences must be calculated is
an essential aspect of divestment-investment
decisions. Who must be heard and counted and whose
benefit and harm must be considered?

4, The Broader Trusteeship

25.284

In response to those questions, the church will
recognize a community that is extended not only in
space, throughout the world, but also in time, an ac-
countability to those who have gone before and will
come after. The corporate body must act as trustee and
advocate for those whose voices otherwise would not
be heard and whose interests otherwise would not be
counted.
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25.285

So finally, the concept of trusteeship as earlier dis-
cussed applies to the church as a community even
more significantly than it does to the designated body
within the community. The church is accountable to
God for the terms of trust conveyed in the gift of the
gospel and the mission of reconciliation and justice
that is accepted with it. It is accountable also to the
world and its people for faithful discharge of that trust.
This broader trusteeship, in effect, defines the basic
theological framework for divestment consideration as
indeed it does for all decisions in the church. It controls
and grounds all our limited trusteeships, which must
be both exercised and judged by fidelity to its covenant
terms.

1V. Institutiorial and Practical Factors
in Divestment Consideration

A. Precedents

1. So-called sin stocks

25.286

Though divestment and proscription are unusual
actions, they are not unprecedented. The earliest and
most enduring experience of the Presbyterian Church
is the traditional bar to investment in tobacco, liquor,
and gambling stocks by the investing agencies of one
or both of the predecessor denominations of the Pres-

byterian Church (U.S.A.). The barrier seems to have

been erected in the days of the temperance and moral
welfare movement. We do not have any way to assess
the discussion that may have taken place as the deci-
sions were made. We do not know if the initial applica-
tion may have also required divestment, though it is
clear that earlier attitudes and practices in the church
regarding alcohol had been more accepting. It seems
probable-that a combination of concern to avoid partic-

ipation in evil and a desire to present a clear witness of

the church’s nature and character as they came to be
identified with abstinence were basic to the original
motivation. However, early General Assembly actions
about patronage of Sunday movies and Sunday papers
indicate a conviction that such action could have
practical effect as well.

2. Mine Safety

25.287

The strategy of divestment was employed by the
United Presbyterian Church in relation to a specific
corporation in the mid-1970’s. After a mining disaster
at the Brookside mine in Kentucky in 1974, where
eighty-nine men were killed in a mine with a history of
poor safety measures, a national campaign was begun
to force the mine owner, the Duke Power Company,
to improve working conditions. In light of the poor
safety record and in conjunction with the actions of
many other investor bodies, the church divested its
holdings in Duke Power and pledged “to refrain from
purchasing any Duke Power stock or bonds until the
miners at Brookside are protected by an adequate
contract.” This was the first divestment action taken in
the context of the formal mission responsibility
through investment policy and the rationale was exclu-
sively effect-oriented. By joining with others in highly
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publicized divestment action, the church sought to
draw attention to the record of Duke Power’s practices
and exert pressure to change them.

3. Military-Related Production
25.288

The 1971 guidelines for mission responsibility
through investment adopted by the United Presbyteri-
an General Assembly included an admonition to “be
especially critical of enterprises that use the political
process to support increased military spending” as well
as those that produce “weaponry whose use does not
permit a distinction between civilian and combatant.”
Implementing agencies were requested to “look for
ways to foster in the economy generally and in indi-
vidual companies a reduction from the present level of
war production.” (Minutes, UPCUSA, 1971, Part I,
pp. 599-600.)
25.289

The possibility of divestment in relation to military-
related investments was first raised the next year,
1972, when the Committee on Social Responsibility in
Investment reviewed a series of proposals concerning
the role of firms contracting with the Department of
Defense during the Vietnam War. The committee
commented that the production of indiscriminate wea-
pons should be challenged and went on to suggest that
if an investment committee was not supporting certain
resolutions or taking action itself “then it must give
serious consideration to the question of divestment.”

25.290

That “serious consideration” became a reality ten
years later when, in response to the 1980 Call to Peace-
making and at the recommendation of the General As-
sembly Mission Council and its Committee on Mission
Responsibility Through Investment, the 194th Gener-
al Assembly (1982) of the United Presbyterian
Church adopted a divestment and proscription recom-
mendation on military-related investment. The action
proposed a precise formula for identifying the compa-
nies most heavily involved in military production by
total dollar volume and as a percentage of sales and
those directly involved in nuclear warhead production.
Just over twenty corporations were thus listed.

25.291

While no criteria for considering divestment were in
existence at that time, it is interesting to note that
most of the criteria as recommended in the next sec-
tion would have been met: The formula was precise,
permitting the investment effect to be assessed and
the implementation to be clear and consistent; invest-
ing agencies were able to assess investment effect in a
period of trial application; and the recommendation
was debated and approved by General Assembly with
advance notice.

25.292

The rationale for the divestment action combined
the categories of witness and effect. By drawing atten-
tion to the issues of the enormous scaie of military
production, the distortion it introduces in the
economy, -and the danger of the escalating nuclear
arms race, the church hopes to persuade its members
and others to support change in the governmental poli-

cies that result in these things.
4. South Africa

25.293

As in the case of military-related production, the
issue of divestment in relation to South Africa was first
broached a number of years ago. A 1965 statement on
apartheid by the 177th General Assembly of the
United Presbyterian Church:

recognize[d] that American economic involvement, both
governmental and private, has been a significant factor in the
stability of the South African economy and therefore in the
support of the present apartheid regime; and directled] the
Commission on Religion and Race to convene a group of
United Presbyterian business [people] 4nd bankers to consid-
er the moral implications of economic relationships with
South Africa. (Minutes, UPCUSA, 1965, Part 1, p. 405.)
25.294
Two years later, the 179th General Assembly
(1967) considered the report of the consultation,
which outlined a number of ways in which U.S. busi-
nesses and banks might help change the situation in
South Africa, including withdrawal from involvement
there. The General Assembly action goes on to say:

On the other hand, if firms cannot be persuaded to
cooperate, we urge The United Presbylerian Church in the
United States of America and individual investors to protest
by beginning to divest themselves of their holdings in such
glzlgi;IESS enterprises. (Minutes, UPCUSA, 1967, Part 1, p.

25.295

This direction was strongly affirmed by the 181st
General Assembly (1969), and the 190th Assembly
(1978) continued to press for the placement of invest-
ments and accounts in financial institutions whose
policies precluded further loans to the government of
South Africa and any of its agencies. Twenty-six of the
fifty-five shareholder resolutions filed by the United
Presbyterian Church from 1974-1982 dealt with South
Africa and Namibia.
25.296

While a limited number of universities, churches,
and other groups have divested of all or part of their
holdings in U.S. firms doing business in or with South
Africa, and an even smaller number of U.S. firms have
left South Africa, the shareholder resolution strategy
has contributed to some improvement in wages and
working conditions at U.S.-owned factories, a curtail-
ment of bank loans to the government and sales of
products to the South African police and military, and
policies of nonexpansion in a number of key
industries. These resolutions and other public pres-
sures have also contributed to changes in domestic
public policy regarding exports to South Africa. At the
same time, however, according to the 193rd General
Assembly (1981), thé South African white regime has
increased its control over the lives of all its citizens and
low-level warfare and sabotage have begun within the
borders of South Africa itself.
25.297

Out of this history and context, the specific proposal
to consider South Africa divestment arose, fifteen
years after the possibility was first raised. The church
has persistently tried other alternatives. They have had
limited effectiveness and offer little hope for future
usefulness. The issues posed by South African apar-
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theid are fundamental and the need for change persists
and deepens. The General Assembly has asked for
cansideration of action of a more serious nature.

B. Imestment Management Issues

25.298

Though divestment is a potential strategic option for
the church in the stewardship of its investments, it ob-
viously does not follow that any particular proposal
that may be made is institutionally responsible, prag-
matically effective, or theologically and ethically
consistent. Each must be analyzed and decided in rela-
tion to the potential effects, institutional and social,
the issue to which the proposed action is connected,
and the terms of a particular divestment proposal. In
doing so, the responsibility of those who manage the
church’s investments and will have to implement the
proposal must be kept in mind. In addition to the
general considerations involved in trusteeship, dis-
cussed earlier, two issues involved in the practical
implementation of divestment merit brief discussion.

25.299

1. The Problem of Precision—The universe of
corporate activity is not only quite large, it is also quite
complex. Corporations have licensing agreements
with other corporations. They subcontract with other
corporations for materials and services. The con-
glomerate phenomenon has resulted in corporations
holding ownership interest in other corporations rang-
ing from partial to complete control of substantial
interest.

25.300 _

The number and identity of the corporations in-
volved in a potential divestment will obviously depend
upon the definition of the degree of relatedness be-
tween a corporation and the partlcular issue under
consideration, be it “business in South Africa” or
otherwise. It is impossible to evaluate the potential
effect of divestment or investment strategy or to
design effective implementation without such a
definition. Given the complex world of corporate
interaction, the precise definition will often act to limit
the ' potential application by criteria that can seem
arbitrary. It is important, therefore, for purposes of
interpretation, that the proposed formula for any di-
vestment action not only be precise but supported by a
well-considered and thoroughly explicated rationale.

25.301

2. The Compounding Limit Effect—The strategic
need for diversification and flexibility in the day-to-day
management of the investment portfolio has been dis-
cussed earlier. As was pointed out, some intentional
limitations on the universe of possible investment op-
tions can be, and in fact have been, adopted without se-
riously affecting the potential for diversification and
flexibility, since the number of “good” options is quite
large.
25.302

It should be noted, however, that every limitation
subsequent to an initial one has a compounded effect,
since the overall number from which choice is made
has already been reduced. Obviously, at some point,

the pool of investment possibilities could become so
restricted that the practical possibilities for diversifica-
tion and flexibility would all but disappear.The com-
pounding effect in practice operates in another way.
While the univeise of potential investments is quite
large, a great many are ruled out at any given time on
“quality” considerations. Thus, the universe of poten-
tially desirable investments is always considerably
smaller than that of possible investments. Since divest-
ment affects this smaller number, insofar as securities
already held have been judged “desirable,” the com-
pounding effect of successive limitations is even more
dramatic. While this effect does not rule out the feasi-
bility of the divestment strategy per se, it poses signifi-
cant questions about the frequency with which it can
be used and the breadth of definition of any particular
propo)sal (how many securities will be affected each
time.

C. Questions of Consequences

25.303

In addition to the general issues of means, ends, and
effects that surround any ethical decision, there are
some that seem particular to the dynamics of
investment-divestment.
25.304

In the first. place, divestment can be called a
“one-stone slingshot” in that, as we have noted, its
use deprives the church of further access and engage-
ment with the corporate entities involved from its
stockholder-owner base. While pressure from outside
can be more effective than reform efforts from inside,
it certainly is not automatically so. The divestment
“stone,” once hurled at the corporate Goliath, cannot
be effectively recalled if it misses the mark. What if the
divestment has no lasting impact on the corporation
and is indeed covertly welcomed by a management
that has one less disssenting shareholder? That previ-
ous shareholder efforts at change have not worked
may not be reason to move to less effective measures,
even if the church’s integrity is strengthened.
Therefore, insofar as the motivation for divestment is
effect more than symbol, the ethical debate over the
relative potential of the “insider” vs. “outsider” loca-
tion must be a very serious one.
25.305

A second factor inevitably influences the discussion
noted just above: the “drop in the bucket” issue. Since
the securities of the corporation involved are publicly
traded, there must always be a willing buyer before the
church can divest. Thus, the direct economic effect of
divestment on a corporation is usually nil, though indi-
rect economic effect is certainly possible. It is true that
the sudden presence of more sellers than buyers may
depress the market price, so that a concerted divest-
ment strategy embraced by a group of investors could
conceivably have market price impact. Even so, that
lower market price would not exert economic pressure
on the corporation either. The economic losers would,
in fact, be the divesters, the company would likely
benefit (it could repurchase shares at an artificially de-
pressed price). Divestment carries with it the possibili-
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ty and, if applied to enough corporations, the probabili-
ty that investment return will be diminished. But
given the very large- number of shares publicly held in
most corporations potentially affected by any divest-
ment formula, it is unlikely that any “divestment con-
sortium” could ever weaken the corporation itself by
purely economic means—their holdings would still be
adrop in the bucket.
25.306

Thus, again insofar as a desire to affect the policy
and behavior of corporations may be the motivation
for a divestment proposal, the potential influence
almost invariably has to be calculated on other than
direct economic effect grounds. Such potential
grounds are real (public opinion, etc.) but are always
more difficult to calculate and sometimes more diffi-
cult to interpret. In such calculations, we must not neg-
lect the -potential effect of the witness and. action of
church members whose understanding and commit-
ment may be deepened by the corporate witness of the
church.
25.307

A third set of consequence issues related to divest-
ment arise when the desired change in corporate policy
and practice is itself seen as instrumental to change in
the larger social context. These issues could be de-
scribed as the “murky symbol” or “ambiguous link”
syndrome, which has several dimensions. One has
been noted above: It is sometimes difficult to explain
how divestment of access and power (however mini-
mal and ineffective these may often appear to be) is a
better means to the end of corporate change sought
than the continued use of the seemingly more direct
means already available.

25.308

Another dimension of divestment affects its inter-
pretation and meaning. Given the focus on the firm as
well as the issue involved, and the number of issues
that may be raised by a diversified transnational
corporation, divestment may seem imprecise to the
point of being misleading. How big is the issue in rela-
tion to the corporation? Is the divestment a general
repudiation more than a specific effort at reform?
Though these are obviously important ethical
questions, there is no ready way to determine their an-
swers in an objective way. Power and influence flow in
society and its institutions,in varied and complex
patterns—some direct and easnly visible and some indi-
rect and invisible. A single bribe to a Third World
government, for instance, may mean little on a corpo-
rate balance sheet, but may yield enormous power on
that country and may reveal a corporation’s basic
orientation in overseas negotiations. But would divest-
ment make that clear?

25.309

These same considerations about power and in-
fluence apply when the divestment action is meant to
have effect on institutions external to the particular
corporations. An“example from the church’s experi-
ence with boycotts will illustrate this point. When
agencies of the church voted to hold no meetings in
states that had not ratified the Equal Rights

Amendment, the effect hoped for was that the hotel,
restaurants, Chambers of Commerce, elc. would exert
influence on the legislatures of those states to approve
the amendment. Possible divestment in relation to
South Africa is proposed by many on the basis that it
will hasten the end of the official governmental policy
and practice of apartheid. In the assessment of the
potential effectiveness of ‘'such a strategy, two issues
are significant: (1) how divestment does or does not in-
fluence the corporation to make the desired change
and (2) how the corporate change is realistically related
to the possibility of change in the structurally indepen-

.dent government or institution. Business corporations

protest that they have no authority in relation to
legislatures and foreign governments. Given the true
dynamics of power in society this is rarely the case, but
the absence of direct cause and effect relationship
makes the ethical and pragmatic calculations more
complex and more difficult to interpret to those who
instinctively seek direct means-ends patterns.

25.310

A fourth set of consequential considerations can be
called “the family fallout.” Quite simply, a divestment
decision will invariably affect corporations in which
Presbyterians have direct participation—as managers
or workers or shareholders. The divestment decision,
as we have noted, carries an implicit judgment on the
affected corporations: Their operations are not only
deemed to be at basic variance with the values and ob-
jectives of the church but also beyond the reach of
normal shareholder initiatives. These judgments are
very often not shared by Presbyterians in the corporate
structures affected and sometimes are actively
opposed. These Presbyterians will often feel that the
church’s judgment on the corporation is a personal
judgment on their vocational involvement with the
corporation. While it is true that such challenge is a
part of being and belonging in the community of faith,
the church will need to consider both the potential for
internal conflict and the time and resources that will be
needed for internal interpretation in its calculation of
the consequences of any divestment decision.

25.311

The thurch should anticipate the need and plan for
special assistance to the members and ministers who
are confused and offended by a divestment decision
and the pastors and presbyteries that minister to them.
This is not a matter of interpretation and defense to
critics; it is a matter of pastoral integrity. The pastoral
opportunity is not only a “cost” in the calculation of
consequences; itis a “benefit” as well. The occasion
for struggling together over the issues of faith and wit-
ness very often leads to deeper understanding and
commitment. ;

i . Appendix A
[For Assembly action, see pages 58, 59.]

INTERIM STATEMENT
THE COMMITTEE ON MISSION RESPONSIBILITY
THROUGH INVESTMENT
OCTOBER 1983

I. Introduction
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25.312 participate in a 1980 loan of $250 million to the South African

The Committee on Mission Responsibility Through Investment
(MRTI) (New York) was.established by the General Assembly Mis-
sion Council (GAMC) of the former United Presbytérian Church to
be the focal point for implementing the General Assembly
(UPCUSA) policies on the use of invested funds as an instrument
of mission. Similarly, the Committee on Mission Responsibility
Through Investment (Atlanta) was established by the General As-
sembly Mission Board (GAMB) of the former Presbyterian
Church, U.S., to implement the General Assembly (PCUS) policies
on the use of invested funds as an instrument of mission. The two
committees are continued in the Presbyterian Church (U.S.A))
pending the establishment of a permanent mechanism for discharg-
ing the reunited church’s responsibilities for mission through
investments. et
25.313 s z

Both committees have affirmed their commitment to work
together as the Committee on Mission Responsibility Through In-
vestment (MRTI) for the Presbyterian Church (U.S.A.) and to
function as one committee to the fullest possible extent and in accor-
dance with this Interim Statement on Policy and Procedure. In this
undertaking, the MRTI Committee recognizes that the separate
committees were established from essentially the same mission con-
cerns regarding investment responsibility but had different proce-
dures by which they operated. The similarity in origin of the separate
committees, together with their commitment to essentially similar
understandings of the mission responsibility of the Presbyterian
Church (U.S.A.) through its investments, permits and encourages
the concept of one MRTI Committee expressed in this Interim
Statement, subject to any separate procedures of the MRTI (New
York) and MRTI (Atlanta) Committees where still required.

I1. Church’s Policies Regarding Investments

25.314

In 1971 the 183rd General Assembly (UPCUSA) adopted
“Investment Policy Guidelines,” a comprehensive policy on corpo-
rate responsibility describing the use of investments to further the
church’s mission. Subsequent General Assemblies adopted supple-
mentary statements.

25.315

In 1976 the 116th General Assembly (PCUS) adopted
“Investment Policy and Guidelines,” providing a statement of the
church's social responsibility for the use of its investments.
25.316

The policy statements of the former General Assemblies
(UPCUSA) and (PCUS) express a common commitment to mission
through use of the church’s investments. As such, these statements
will serve to guide the MRTI Committee until such time as the
General Assembly of the Presbyterian Church (U.S.A.) may adopt
its own policy statements.

(This statement was followed by a chart summarizing and har-
monizing the operating policies of both constituent MRTI Commit-
tees which is available from the New York and Atlanta offices.)

Appendix B
[For Assembly action, see pages 58, 59.]

RESOLUTIONS APPROVED BY
THE GENERAL ASSEMBLY COUNCIL

CITICORP: REPORT ON SOUTH AFRICAN LOANS

Background

25.317

South Africa is condemned internationally for its racist policy of
apartheid and white minority rule. We believe loans to South
Africa, particularly to the government, undergird its repression of
the black majority representing 84 percent of the population.

25.318

Many international banks and brokerage houses, including
Chemical Bank, BankAmerica, Bankers Trust, Shearson-American
Express, Irving Trust, Continental lllinois, Chase Manhattan,
Mellon Bank, First Chicago, First Boston, and Dean Witter
Reynolds, have for social and financial reasons stopped making
loans to South Africa or have greatly restricted the types of loans
made.
25.319

Citicorp is the largest U.S. lender to South Africa, the only U.S.
bank to operate branches in that country, and the only U.S. bank to

government. That loan went to racially segregated projects promot-
ed by the government, freeing foreign exchange for military and
other purposes:

25.320 :

In response to an earlier church proposal in 1978, management
stated “we regard apartheid as having a negative ‘effect on South
Africa’s economic viability” and announced a moratorium on loans
to the government and its agencies similar to that maintained by
other banks.

321

In 1980 Citicorp resumed lending to South African government
projects, a decision causing considerable controversy. Harvard Uni-
versity divested $50 million in Citicorp securities. Swarthmore,
Williams, and Colby Colleges also protested by divesting Citicorp
securities. Over forty church investors have announced their refusal
to buy- Citicorp C.D.’s and bonds. And national church depositors
have withdrawn accounts worth over $100 million in protest.

25.322

Therefore, be it resolved that shareholders request the Board to
provide shareholders by September 1984 a report on the bank’s cur-
rent commitments in South Africa, including: .

a. A listing by category for the years 1973-1983 of all loans made
to the South African government, to its state-owned corporations,
and to private corporations for their operations within that country;

b. A description of the process for making such loan decisions;

c. A description by category of any South African loan requests
rejected;

d. A statement of current policy regarding future public and pri-
vate sector South African loans;

e. An evaluation of how each reported loan category gontributed
to the well-being of the black majority and their struggle for full
political, social, and economic rights.

Proprietary information may be omitted and funds for preparation
limited to reasonable amounts.

Rationale

25.323

As church investors we feel loans by U.S. banks to South Africa
strengthen white minority rule and apartheid. This position is
shared by others. Six Democratic presidential contenders supported
legislation that the House of Representatives approved to end loans
to the South African government, State and city pension funds
managing billions of dollars have voted to divest from banks lending
to the South African government. These include the funds of
Connecticut, Massachusetts, Michigan, Philadelphia, and
Washington, DC. Legislation is pending elsewhere. Citicorp’s lend-
ing policy will thus exclude it from portfolios of many major
investors.

This proposed report would help shareholders assess whether Citi-
corp’s lending helps or hinders South African social progress. Bank-
America produced a similar report in 1983.

GENERAL MOTORS: SOUTH AFRICAN POLICE AND MILITARY SALES

Background

25.324

As church investors we remain deeply concerned about the ethical
and social implications of General Motors' continued sales of vehi-
cles and equipment to the South African police and military. We are
convinced that these sales are of direct assistance to South Africa’s
apartheid government in its efforts to keep the black majority popu-
lation oppressed. The police and military carry out forced population
removals, illegally occupy the country of Namibia, and brutally re-
press civilian opposition.

25.325 ) !

Direct sales to the police and military are prohibited by the U.S.
Department of Commerce if the product contains U.S.- parts or was
developed by U.S. technology. We believe that General Motors'
practice violates the spirit of U.S. law by selling vehicles that do not
contain U.S.-made parts. In the sales to the police and military,

" British-made parts are generally substituted for U.S. components.

5.326

In 1980 the South African government officially confirmed the
power of the state to designate strategic installations as “national
key points,” empowering the South African Defense Ministry to
order the owner of a “national key point to reinforce its security in
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the event of civil unrest or attack.” We. believe General Motors’
manufacturing facilities in Port Elizabeth, South Africa, constitute
such a “national key point,” and may thus be integrated into the
emergency response system of South African police and military in
this way as well.
25.327

While we commend General Molors’ decision not to expand its
plant capital investment in South Africa, we believe that it is again
time to ask General Motors to end sales that constitute a particularly
degrading link with the enforcement of apartheid. General Motors
Director, the Rev. Leon Sullivan, supports this position.

Recommendation

25.328

Shareholders request the Directors to establish the following
corporate policy:

The corporation and its subsidiaries shall not sell any products to
the South African police and military and shall monitor all bulk
sales and large-scale service operations to insure that the South Afri-
can police and military are not the end-destination of purchases
made through intermediaries. Further, General Motors shall report
publicly on its “key point” status and its stance with regard to a
potential South African government take-over of its facilities.

Rationale

25.329

There is a low-level civil war going on in South Africa, punctuated
by the bombing of government facilities and the measures of retalia-
tion undertaken by the police and military. We believe General
Motors is caught in the middle and, through present vehicle sales to
the police and military or future take-over by the Defense
Department, may become involved on the wrong side in this spiral
of violence. Indeed, we fear this is already the case. Yet, as church
shareholders, we urge measures that would offer hope of peaceful
change in South Africa. We believe a halt to police and military sales
to be such a measure. Please vote your proxy for, otherwise it is au-
tomatically cast against.

CONSOLIDATED EDISON:
INDIAN POINT EVACUATION PLANS

25.330

Whereas the continuing operation of Consolidated Edison's
Indian Point Nuclear Power Station has caused concern for many
New Yorkers who live in New York City and environs closer to the
plant, Concern has included fear that in the event of an accident
there is no adequate evacuation procedure for 300,000 people who
live within ten miles of the plant and the millions more who live in
New York City, only 35 miles south; and
25.331 3

Whereas in April 1982 the Nuclear Regulatory Commission
(NRC) set 120-day deadlines for Con Ed and the State Power Au-
thority to correct and update evacuation plans. In December 1982
these plans were determined to be “not feasible.” In 1983 Judge
Louis Carter resigned from chairing the Atomic Safety and Licens-
ing Board hearings, finding restrictions on testimony “incompatible
with my sense of fairness.” A renewed 120-day deadline for ade-
quate evacuation plans was extended in 1983; but then plans were
approved, despite Rockland County’s refusal to participate and vari-
ous technological problems; and
25.332

Whereas this mixed regulatory record and the recent proposal to
reduce evacuation plans to a two-mile radius of the plant, may rein-
force a Justice Department official’s statement that the NRC *‘was
somewhat protective of the operators of nuclear power plants™;
25.333

Therefore, be it resolved, that shareholders request the Board to
issue a reporl lo shareholders by September 1984 including the fol-
lowing (excluding confidential information and at reasonable cost):
25.334

1. A summary of the evacuation plans prepared for the Indian
Point Nuclear Power Statiof and its environs and the present recom-
mendations ard responses of the Nuclear Regulatory Commission
and local governments.
25.335

2. A list of the fines or penalties Con Ed has incurred because of
the inadequacy of past plans. )
25.336

3. An explanation of why Con Ed management believes adequate
and safe evacuation procedures could be devised for'Indian Point.

25.337

4. A summary of the points raised by scientists, engineers, and
other critics who feel that it is impossible to develop adequate evacu-
ation procedures.

Supporting Statement

25.338

We believe that Con Ed should provide shareholders with a status
report on evacuation plans for Indian Point. This is an issue that con-
cerns many shareholders, customers, and citizens of New York. In
addition to the past deficiencies in proposed evacuation plans, and
the belief of many experts that evacuation is not feasible for the
people living near Indian Point and in New York City, problems
continue with the reactor itself. Rusting of turbines, steel
embrittlement, leakage and flooding in the containment building
have all been documented, helping place Indian Point Il among the
nine reactors receiving the NRC's lowest safety rating,
25.339

Since Indian Point has been cited on numerous occasions for
safety violations, and since we believe that the Three Mile Island
accident (on a brand new reactor) shows the risks of human and
technical error, this report would help shareholders understand the
NRC’s recent decision to accept evacuation plans similar to pre-
viously unacceptable procedures. We also believe that shareholders
would value a summary of opposing opinions registered by individu-
als and organizations who have testified on Indian Point in related
evacuation plans. If you believe this report would help you assess
the situation, please mark your proxy for, otherwise it will automati-
cally be voted against.

MOTOROLA: EMPLOYMENT PRACTICES IN
SoutH KOREA

25.340

Whereas Motorola’s South Korean subsidiary is the largest
foreign-owned electronics firm in that country, employing
4,000-5,000 workers in microelectronic assembly; and
25.341

Whereas the predominantly female work force in Motorola’s
South Korean operation, like those of many microelectronics firms
in South Korea, Taiwan, Malaysia, the Philippines, and other Asian
countries, are paid low wages and denied rudimentary collective bar-
gaining rights; and
25.342

Whereas management in such enterprises remains almost exclu-
sively male, and assembly-line employees almost exclusively
female; and
25.343

Whereas the South Korean government instituted new labor laws
in December 1981 further restricting the right of collective
bargaining, excluding so-called third parties (including national
unions) from local union activity, continuing a ban on strikes, and
allowing summary dismissal or “reeducation™ for workers as recom-
mended by company “purification” committees; and
25.344

Whereas in 1980 Control Data South Korea released a chart show-
ing Motorola South Korea's wage level to be about $3.25 a day,
below Korea Micro, Fairchild Control Data, and Signetics. Motorola
has refused to provide other information, though management ac-
knowledges sharing wage information with other firms; and
25.345

Whereas we believe shareholders have a right to know employee
wages and working conditions, to compare practices to policies;
25.346 ) :

Therefore, shareholders request that the Board of Directors
report to shareholders by September 1984 on Motorola’s South
Korean subsidiary, at reasonable cost and excluding competitive
information: AT

(a) Profiling all Korean employees by age, sex, position,
seniority, and wage and benefit levels, including comparisons with
living requirements and competitive wage levels;

(b) Describing-the -operation of South Korean government and
law affecting labor relations, compensation, grievance procedures;

(c) Describing the role of union organizations, if any, and any
motivational programs that encourage or discourage collective
bargaining; )

(d) Presenting Motorola’s policies on workers’ rights of free
speech and assembly in South Korea and other countries where
democracy and human rights are restricted;

(e) Assessing Motorola’s Korean employment patterns in light of
stated commitments to equal employment opportunity.
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Supporting Statement Shareholders' Statement in Support
25.347 25.360

Amnesty International estimates there to be 400 prisoners of con-
science in South Korea, including many Protestant and Roman
Catholic advocates of greater social justice and workers' rights.
Many U.S. and overseas religious bodies affirm that collective bar-
gaining within coercion or intimidation is an important means of
justice. This right is recognized by the U.S. Supreme Court and in-
ternational law, though restricted in South Korea.

.348 iy

In 1975 Control Data Corporation made public a report and em-
ployment profile similar to that here proposed, contributing to its
favorable reputation at that time. In 1972 Control Data closed ils
South Korean plant, citing technological reasons following a pro-
longed labor dispute involving summary firings, government
intervention, and the beating of female workers by other company
personnel. These developments prompt concern for Motorola’s
situation.
25.349

The report requested gives Motorola the opportunity to demon-
strate its concern for employee freedom and dignity. Any effort by
our company to publicize its support for just labor relations may also
help improve U.S.-Korean relations. The information proposed will
help management and shareholders alike better understand the
complex factors crucial to our company’s future in South Korea.
Please vole your proxy forthese concerns.

SHAREHOLDER PROPOSAL TO
UpJOHN ON DEPO-PROVERA

25.350

Whereas Depo-Provera (depo-medroxy progesterone acetate) is
an injectable hormonal contraceptive manufactured by Upjohn and
widely available but not licensed in the United States, Japan, India,
and élsewhere, and restricted in Britain in 1982; and
25.351

Whereas Depo-Provera is frequently used in Third World
countries, where its ovulation suppression for several months per
injection makes it convenient for populations of limited literacy and
hygienic resources. Depo-Provera has been administered in the
United States, primarily to poor, minority, and mentally handi-
capped women; and
25.352

Whereas the U.S. Government refused to license Depo-Provera
for contraception for reasons including a variety of side-effects,
animal studies associating Lhis contraceplive with breast cancer, and
reports of birth defects. Cases of cervical cancer, permanent
sterility, diabetic stress, and suppression of immunities are also
reported. Side-effects include: breakthrough menstrual bleeding, ab-
sence of menses, weight changes, nausea, depression. Male sex
offenders are given Depo-Provera to decrease sexual interest; and
25.353

Whereas these reported risks and need for informed consent and
follow-up medical care lead many observers to question Depo-
Provera's use on precisely those whose capacities for informed con-
sent and access to medical care are limited. A double standard has
been alleged in Depo-Provera’s predominantly Third World use,
contributing to Zimbabwe’s restricting Depo-Provera in 1981; and
25,354

Whereas similar questions are raised by Upjohn's Albamycin-T, a
combination antibiotic taken off the U.S. market after causing aller-
gic reactions in 20 percent of patients but still sold overseas;
25.355

Therefore, shareholders request the Board to issue a report to
shareholders at reasonable cost by September 1984 containing:
25.356

1. A list of side-effects reported describing the scientific debate
over each and any continuing studies or efforts to improve
Depo-Provera.
25.357

2. An account of Depo-Provera licensing efforts in the United
States, including criticisms received and Upjohn's responses during
a Special Board of Inquiry convened by the Food and Drug
Administration.
25.358

3. Upjohn’s criteria for assessing Depo-Provera’s risks and bene-
fits worldwide and policies for obtaining informed consent from
recipients.
25.359

4. Upjohn’s policy for the overseas sale of drugs banned or nonli-
censed in the United States.

We believe that consumers or recipients should be given the
benefit of the doubt wherever serious scientific and medical contro-
versy exists concerning a product’s potential effecis. Both propo-
nents and critics of Depo-Provera acknowledge that evaluating its
long-term effects will take decades. Certain reproductive organ
cancers, for example, might show only in post-menopausal women
or grown children exposed to Depo-Provera during pregnancy or
nursing. Many experts refuse to subject large numbers of women to
a substance whose full effects are unknown. Given the importance
of this scientific and ethical debate, the report requested is intended
to help shareholders determine for themseives the advisability of
Depo-Provera’s use in this and other countries.

25.361

We recognize that no drug is risk-free and appreciate Upjohn’s ef-
forts to provide women the means for reproductive freedom, safe
contraception, and health. Given the persistent questions about
Depo-Provera's and Albamycin-T's safety and potential for abuse,
however, we believe that your vote for this resolution will affirm
Upjohn’s responsibility and increase public knowledge.

WESTINGHOUSE ELECTRIC

25.362

Whereas in South Africa the black majority is rigorously con-
trolled and oppressed by a white minority comprising 16 percent of
the population; and
25.363

Whereas South Africa's apartheid system legalizes racial discrimi-
nation in all aspects of life and deprives the black population of most
basic human rights (e.g., Africans cannot vote and must live in
racially segregated areas, are paid grossly discriminatory wages, and
are assigned 13 percent of the land, while 87 percent of the land is re-
served for the white population); and
25.364

Whereas black opposition to apartheid and demands for full
political, legal, and social rights have risen dramatically within
recent years. The government’s response has been widespread re-
pression rather than negotiation and recent constitutional changes
continue to deprive Blacks of voting rights; and
25.365

Whereas Westinghouse has obtained a ten-year, $50 million con-
tract to service and train personnel for South Africa's iwo Keoburg
nuclear plants. Because South Africa has not signed. the nonprolifer-
ation treaty and is widely understood to be developing nuclear
weapons, Westinghouse's technical support for the South African
regime has sparked considerable public concern. The House of Rep-
resentatives has voted to prohibit such transfers of technology and
expertise without stricter scrutiny by the Nuclear Regulatory
Commission. Other legislation has been introduced that would
prohibit such transfers outright; and .
25.366

Whereas in light of the danger of nuclear proliferation and the
reality of racial oppression, it is our position as church shareholders
that support for South Africa’s nuclear program is not in the best
interests of either the United States or Westinghouse:

25.367 .

Therefore, be it resolved that shareholders request the Board to
establish the following policy:
25.368 ,

Westinghouse Electric Corporaiion and any of its subsidiaries or
affiliates shall terminate all present contracts and refuse all future
contracts with the government of the Republic of South Africa until
that government has committed, itself to ending apartheid and has
taken meaningful steps to provide full political, legal, and social
rights for all its citizens.

Supporting Statement

25.369
We believe that Westinghouse’s nuclear contract is extremely im-
portant strategically to South Africa and should be opposed.

5.370

The South African government has no natural sources of petro-
leum and thus is highly dependent upon imported oil, nuclear
power, or alternative fuels. ’
25.371 )

Westinghouse now stands as an invaluable partner of the South
African government in its attempt to develop energy self-sufficiency.
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During 1983 Westinghouse withdrew from a major contract with a
governmen’ oil-from-coal project, reportedly for financial reasons.
This new nuclear power plant servicing contract seems at least equal-
ly unwise, for political and moral reasons.

25.3712

The position of no contracts with the South African government
is followed by a number of major banks that have adopted policies
prohibiting or limiting loans or bond issues involving the South
African government and its instrumentalities; these include
Chemical, Irving Trust, Merrill Lynch, Mellon Bank, Chase
Manhattan, First National Boston, BankAmerica, and Shearson-
American Express. We believe Westinghouse should follow suit.

25.373
If you share our concern for justice in South Africa, please mark
your proxy for, otherwise it is automatically voted against.

Appendix C

MEMBERSHIP OF SPECIAL COMMITTEES
[For Assembly action, see pages 40, 41.]

I. Committee on Location of General Assembly Offices

25.374

Rev. Judy Fletcher, Chairperson, Wynne, Arkansas;, Rev. Tino
Ballesteros, Wilmington Island, Georgia; Margaret Berhenke,
Longmont, Colorado; Rev. Leon E. Fanniel, Los Angeles,
California; Robert Langworthy, Kansas City, Missouri; Rev. Doug-
lass T. Lind, Wilton, Connecticut, Martha Martin, Columbus,
Ohio; Elona Street-Stewart, Pendleton, Oregon.

I1. Special Committee on Nominations
for Stated Clerk

25.375

Rev. Gary W. Demarest, Chairperson, LaCanada, California; Mar-
jorie Adler, Philadelphia, Pennsylvania; Rev. Louise Armstrong,
Beloit, Wisconsin; W. Lamont Brown, Southern Pines, North
Carolina; Rev. James M. Collie, Bedford, Texas; Rev. Robert A.
Larson, Birmingham, Alabama; Mary Ann Miller, Richmond,
Virginia; Alice Nishi, Davis, California; Clarence Wood,
Indianapolis, Indiana.

XII. RECOMMENDATIONS PERTAINING TO
BUDGETARY AND FINANCIAL CONCERNS OF
THE CHURCH

A. RELATING TO PER CAPITA
APPORTIONMENT

25.376
1. 1984 Per Diem Allowance for Persons Attending
General Assembly
[For Assembly action, see page 18.]
a. Background:

The approved process to determine the per diem
allowance is described in the Manual (1984) of the
General Assembly. The General Assembly Council re-
ceived available information relating to housing and
meal allowance in Phoenix, Arizona. :

b. Recommendation:

That the 1984 Per Diem be set at $24.00 per day
for authorized persons attending the General Assembly
and that housing be paid directly to the hotel(s) by the
Office of the General Assembly for all commissioners
and advisory delegates.

25.377 [For Assembly action, see page 86.]
2. 1983 Report—Per Capita Apportionment Budget
(New York and Atlanta)

a. Background:

The per capita apportionment budget provides
for the expenses at the General Assembly level (see
Manual p. 23; Standing Rule 32q).

The 194th (UPC) and 122nd (PCUS) General
Assemblies (1982) adopted separate 1983 per capita
budgets. Upon Reunion the General Assembly Council
assumed oversight of these budgets, which continued to
be administered through the Interim Co-Stated Clerks
(Atlanta and New York offices). It was necessary in
1983 to provide funds for General Assembly Council
operations. This was accomplished primarily through
the transfer of funds budgeted for the former General
Assembly Mission Council, through application of per
capita savings from prior years (New York) and
through use of per capita reserves (Atlanta).

A combined report of actual 1983 income and
expenditures is contained in column one of the attached
schedule.

b. Recommendation: (New York and Atlanta)
. That the 196th General Assembly (1984) receive
the 1983 Report of the Per Capita Apportionment
Budget (combined).

25.378 [For Assembly action, see page 86.]

3. 1984 Per Capita Apportionment Budget (New
York and Atlanta)
a. Background:

The per capita apportionment budget provides
for the expenses at the General Assembly level (see
Manual p. 23; Standing Rule 32q).

The 195th (UPC) and 123rd (PCUS) General
Assemblies (1983) adopted separate 1984 per capita
budgets. The approved totals were $7,333,676 (UPC)
and $1,858,177 (PCUS). In anticipation of Reunion,
representatives of the two denominations developed a
worksheet which identified anticipated 1984 per capita
expenses for the reunited church and the proportionate
share of each denomination in support of the several ex-
pense categories. Anticipated expenses totalled
$8,854,408. However, line item allocations within these
totals were not determined nor were funds specified for
General Assembly Council operations in 1984. As fur-
ther analysis of anticipated expenditures took place in
1983, it was found that the beginning expenses of new
bodies required an increase in funding during 1984. The
source of these additional funds are per capita savings
from prior years.

The General Assembly Council, upon the advice
of the Interim Co-Stated Clerks and its Finance Com-
mittee, authorized'a 1984 line-item Per Capita Appor-
tionment Budget totalling $9,353,644 for report to this
Assembly. G

The bidgeét is contained in column two on the
attached schedule. -

b. Recommendation (New York and Atlanta):

That the 196th General Assembly (1984) receive
the 1984 Per Capita Apportionment Budget totalling
$9,353,644.
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Manual p. 23; Standing Rule 32q). * - -

The Manual (1984) of the ‘General Assembly
reads E .

“The Stated Clerk shall ‘submit annually to the
Finance Committee of the General Assembly
Council for its action and recommendation to
the General Assembly, a proposed budget to be
funded by the per capita apportionment among
the presbyteries for the following fiscal year.
The proposed budget shall provide for the fund-
ing of the office of the General Assembly, all
bodies related to the Office of the General As-
sembly, the General Assembly Council (with
the consent of the chief executive of the Coun-
cil), expenses of the participation of the Presby-
terian Church (U.S.A.) in ecumenical bodies,
the sessions of the General Assembly, and other
expenses deemed necessary.”

The Proposed 1985 Per Capita Apportionment
Budget, which is the first single budget to be presented
to the reunited church, is contained in column three on
the attached schedule.

b. Recommendation (New York and Atlanta):

That a 1985 Per Capita Budget in the amount of
$9,566,016 be adopted.

25.380
PRESBYTERIAN CHURCH (U.S.A))

OFFICE OF THE GENERAL ASSEMBLY
BALANCE SHEET
December 31, 1983

Total

Cash (incl. Time Deposits) $ 113,150

Certificates of Deposit 3,789,067

Investments—U. P. Foundation 75,172
Accrued Interest and

other receivables 694,076

$4,671,465
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25.379 [For Assembly action, sec pages 86, 87.]  Accounts Payable
4. 1985 Proposed Per Capita Apportionment. Budget Fui';d};: T:;‘Cl:d Expenses SRS
(New York and Atlanta) Restricted & Committed 889,761

a. Background: Unrestricted

The per capita apportionment budget provides i b e R ALY,
for the expenses at the General Assembly level (see —undesignated cash flow %

Note: This balance sheet does not include fixed assets of the General
Assembly of the Presbyterian Church (U.S.A))

25.381
PRESBYTERIAN CHURCH (US.A))

OFFICE OF THE GENERAL ASSEMBLY
SCHEDULE OF RESTRICTED AND COMMITTED FUNDS
December 31, 1983

Reserve for Ecumenical Expenses $ 106,996
Sales of Publications 47,820
Presbyterian Historical Society 491,266
Special Projects

Presbyterian Service Committee 5,000

Prospectus Booklet 4,000

Special Legal Fee Refunds 32,506

Incompleted work of Task Forces 55,083

Publication of Digest 27,980

G.A.C, N.Y. Equipment 20,830

Reserve for Equipment 63,435 208,834
Office of Review and Evaluation 5,039
Legal Commitment 27,133
Other Restricted Funds 2,673

$ 889,761

25.382

PRESBYTERIAN CHURCH (US.A)
OFFICE OF THE GENERAL ASSEMBLY
PROJECTED CASH FLOW
PER CAPITA BUDGET
for the Years 1984 and 1985

1984 1985

Cash available beginning of year $ 1,832,567 $1,009,452

Income
Apportionments @ $2.28 and $2.67 for "84
and @ $2.75 for '85 8,610,775
Interest 395,000 245,000

Total income and available cash $ 8,530,529 $8,855,775
Total $10,363,096 $9,865,227

8,135,529

Expense budget 9,353,644 9,566,016

Cash available end of year $ 1,009,452 § 299,211

.
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