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I. Purpose 

The North Carolina Department of State Treasurer (“DST” or the “Department”) adopted implementing 
policies when each of the Divestment Acts (discussed below) were first enacted. After its effective date, 
this Divestment Policy shall serve as the Department’s unified policy on statutory requirements related to 
divestment and contract prohibitions, and the Department shall implement the Policy in a manner that 
fulfills the fiduciary duty described below and in keeping with the Divestment Acts. Nothing in the Policy 
shall require the Treasurer of the State of North Carolina (the “Treasurer”) to take action unless the 
Treasurer determines that the action is consistent with relevant fiduciary responsibilities. 

 
II. Background 

The Treasurer has the fiduciary duty under N.C. Gen. Stat. § 147-69.7 to invest and manage the entrusted 
funds of the North Carolina Retirement Systems (“NCRS”)1 in a manner consistent with statutes, 
regulations, and policies. Also, the Department jointly administers the North Carolina Supplemental 
Retirement Plans (“SRP”) with the North Carolina Supplemental Retirement Board of Trustees.2 The 
Treasurer and the Department are required to manage all programs solely in the interest of the 
participants and beneficiaries of NCRS and SRP. 

 
The North Carolina General Assembly (the “General Assembly”) provides direction from time to time 
regarding permitted investments for NCRS and SRP funds and permitted contract counterparties for 
governmental entities. Such directions include two separate divestment and contract prohibition (or “do-
not-contract”) statutes: the Iran Divestment Act of 2015 (the “Iran Divestment Act”)3 and the Divestment 
from Companies Boycotting Israel Act (the “Companies Boycotting Israel Act”).4 Together, these statutes 
are the “Divestment Acts” (or simply the “Acts,”), and each may be individually discussed as a “Divestment 
Act.”  
 

 

 
1 The North Carolina Retirement Systems includes the Teachers’ and State Employees’ Retirement System, the 
Consolidated Judicial Retirement System, the Firefighters’ and Rescue Squad Workers’ Pension Fund, the Local 
Governmental Employees’ Retirement System, the Legislative Retirement System, the North Carolina National Guard 
Pension Fund, the Legislative Retirement Fund, and the Retiree Health Benefit Fund. N.C. Gen. Stat. § 147-69.2(b)(8). 
2 N.C. Gen. Stat. § 135-91. 
3 N.C. Gen. Stat. § 147-86.55 et. seq. 
4 N.C. Gen. Stat. § 147-86.80 et. seq. 
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Iran Divestment Act 
 

In 2010, Congress enacted the Comprehensive Iran Sanctions, Accountability, and Divestment Act 
(“CISADA”).5 Section 202 of CISADA authorizes state and local governments to divest from companies 
whose operations in Iran’s energy sector support the Government of Iran’s efforts to achieve a nuclear 
weapons capability.6 In 2015, the General Assembly passed the Iran Divestment Act, Session Law 2015-
118, to implement the authority granted by CISADA. DST first adopted an Iran Divestment Policy in 2012 
but then revised the policy in 2015 to conform to the Iran Divestment Act’s requirements, which include 
both divestment and contract prohibition provisions. The General Assembly made additional changes to 
the Iran Divestment Act in 2017, 2018, and 2021, and this unified Divestment Policy reflects the updated 
statutes.7  

 
Companies Boycotting Israel Act  

 
In 2017, the General Assembly passed the Companies Boycotting Israel Act. Session Law 2017-193 noted 
that boycotts and related tactics have become a tool of economic warfare that threaten the sovereignty 
and security of key allies and trade partners of the United States and that the State of Israel is the most 
prominent target of such boycott activity.8 Under the Companies Boycotting Israel Act, a company that 
boycotts Israel (as defined by the statute) is ineligible for State investment or contracts, and the 
Department must divest from investments in such companies. 
 

III. Definitions 

This Policy shall use the definitions provided by the Divestment Acts at N.C. Gen. Stat. §§ 147-86.57 (Iran 
Divestment Act) and 147-86.80 (Companies Boycotting Israel Act). In addition, the Department uses the 
following terms in its administration of the Divestment Acts: 

 
Do-Not-Contract List—Generally, this is the list, updated annually, of the companies that are subject to 
the contract prohibitions of a particular Divestment Act. Such companies are ineligible for contracts valued 
at over one thousand dollars ($1,000) with the State of North Carolina or any of its political subdivisions 
(including local governments such as counties and municipalities)9. This list is combined with the Final 
Divestment List. A company may be on multiple Do-Not-Contract Lists. 

 
5 H.R. 2194 (P.L. 111-195). 
6 The definition of the term “investment” includes “the entry into or renewal of a contract for goods or services,” so 
the Iran Divestment Act’s contract prohibition is also explicitly permitted by CISADA. 22 U.S.C. 8532(g)(2). 
7 One significant change was the repeal of the certification requirement found in N.C. Gen. Stat. § 147-86.59. See 
Norma Houston, Iran Divestment Act Changes—No Certification Required Anymore!, Coates’ Canons: NC Local 
Government Law, https://canons.sog.unc.edu/iran-divestment-act-changes-no-certification-required-anymore/ (last 
visited February 19, 2024). More recently, the definition of “Investment” was modified by Session Law 2021-58 
(House Bill 163) and the requirement for the Department to file an annual report to the Joint Legislative Commission 
on Governmental Operations was repealed by Session Law 2021-180 (Senate Bill 105). 
8 Session Law 2017-193 (House Bill 161). See also Norma Houston, Companies that Boycott Israel – New Contracting 
Limitation But No Action Required Yet!, Coates’ Canons: NC Local Government Law, 
https://canons.sog.unc.edu/2017/08/companies-boycott-israel-new-contracting-limitation-no-action-required-
yet/ (last visited February 19, 2024). 
9 Note that the Iran Divestment Act includes a potential exception for “Necessary commodities or services.” See 
N.C. Gen Stat. § 147-86.61 (c). 

https://canons.sog.unc.edu/iran-divestment-act-changes-no-certification-required-anymore/
https://canons.sog.unc.edu/2017/08/companies-boycott-israel-new-contracting-limitation-no-action-required-yet/
https://canons.sog.unc.edu/2017/08/companies-boycott-israel-new-contracting-limitation-no-action-required-yet/
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Final Divestment List—Generally, this is the list, updated annually, of the companies that are subject to 
the investment restrictions of a Divestment Act. In the Divestment Acts, this is called the “list of restricted 
companies.” A company may be on multiple Final Divestment Lists. Parent, subsidiary, and affiliate 
companies may also be included due to how the Acts define “Company.”  The Divestment Acts provide 
specific definitions of “Boycott Israel or boycott of Israel”10 and “Investment activities in Iran”11 to 
determine whether a Company’s actions or activities necessitate its inclusion on a Final Divestment List. 
 
Substantial Positive Action Exception List—Required by the Iran Divestment Act, this is a list of companies 
that meet the requirements of N.C. Gen. Stat. § 147-86.61(b). In practice, this is simply an additional 
category on the Final Divestment List required by the Iran Divestment Act. 
 

IV. Roles and Responsibilities 

Corporate Governance Committee (the “Committee”)—In keeping with its Charter,12 the Corporate 
Governance Committee has primary authority over the Department’s compliance with the Divestment 
Acts and shall approve divestment processes, asset freezes, and new legal requirements related to the 
same. The Committee shall also discuss, evaluate, and review divestment matters and approve 
recommendations and changes. 
 
Investment Management Division (“IMD”) staff—IMD staff members shall have primary responsibility to 
work with Research Firms to develop and maintain the Final Divestment Lists required by the Divestment 
Acts and shall implement, follow, and track any trading or investing restrictions required by the Acts. They 
shall be the primary points of contact for any vendors, including Research Firms, with whom the 
Department contracts to assist with compliance with the requirements of the Divestment Acts. 
Designated IMD staff members shall report to the Committee as needed or upon the Committee’s 
request. 
 
Research Firms—Qualified third-party service providers that supply IMD Staff and Department attorneys 
with timely and accurate research, guidance, and communication services as needed to comply with the 
provisions of the Acts and this Policy.13 

 
10 “Engaging in refusals to deal, terminating business activities, or taking actions that are intended to penalize, 
inflict economic harm, or otherwise limit commercial relations specifically with Israel, or persons or entities doing 
business in Israel or in Israeli-controlled territories. This term does not apply to decisions made for ordinary 
business purposes or for actions with an economic impact of less than twenty million dollars ($20,000,000) in a 12-
month period.” N.C. Gen. Stat. § 147-86.80 (1). 
11 “[M]eans a company engages in investment activities in Iran if: a. The company provides goods or services of 
twenty million dollars ($20,000,000) or more within any 12-month period in the energy sector of Iran, including a 
company that provides oil or liquefied natural gas tankers, or products used to construct or maintain pipelines 
used to transport oil or liquefied natural gas, for the energy sector of Iran; or b. The company is a financial 
institution that extends twenty million dollars ($20,000,000) or more in credit to another company, for 45 days or 
more, if (i) the financial institution knows, or reasonably should know, that company will use the credit to provide 
goods or services in the energy sector in Iran, and (ii) the company receiving credit is identified on a list created 
pursuant to G.S. 147-86.60 as a company engaging in investment activities in Iran as described in this section.” N.C. 
Gen Stat. § 147-86.57 (4). 
12 Corporate Governance Committee Charter, OST-POL-4000-ALL. 
13 Both Acts provide that the Treasurer shall use credible information from a variety of sources, including “research 
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SRP staff—SRP staff members shall work with designated IMD staff members to ensure that SRP maintains 
compliance with the Divestment Acts. 
 
Department attorneys—One or more of the Department’s in-house attorneys shall assist the IMD and SRP 
staff members and the Committee with compliance with the Divestment Acts. Department attorneys shall 
assist in the preparation and review of the Final Divestment Lists for publication on the Department’s 
website and provide written notice to companies as required by the Divestment Acts. 
 

V. Implementation 

In general, the Divestment Acts each require the Treasurer and the Department to identify companies 
that meet certain statutory criteria, compile lists of such companies (and parents and subsidiaries), and 
then use such lists to divest from investments in those companies and avoid future investments. Each of 
the Divestment Acts identify what investments are prohibited and permitted. In addition, the Iran 
Divestment Act and the Companies Boycotting Israel Act prohibit the Department and all other North 
Carolina state agencies, as well as local governments, from contracting with companies that meet the 
statutory criteria.  

 
This Policy describes in general terms the process that the Department shall follow to comply with the 
Divestment Acts. For a step-by-step process timeline, please refer to the Annual Divestment Process 
Desktop Guide. 
 

A. Development and Maintenance of Restricted Companies Lists 
 
In compliance with the Divestment Acts, the Department shall develop and maintain lists that meet the 
specific criteria of each Act. The Department shall follow the processes that each Act requires to ensure 
that no company is erroneously added to a list. In doing so, the Department may obtain assistance from 
one or more vendors, including Research Firms, that provide research or other services. 

 
The lists shall be made publicly available by posting on the Department’s website. The Department shall 
update the lists on an annual basis and shall post such updated lists on its website on or about August 31 
of each year.14 
 

B. Engagement with Restricted Companies and Interested Third Parties 
 
Designated IMD staff members and the Department’s attorneys shall work together to ensure that any 
company included on one of the Divestment Acts’ lists is notified as required by the Acts. In addition, if 
any company seeks to be removed from one of the lists, the IMD staff members and Department attorneys 
shall ensure that the Divestment Acts’ requirements are met before doing so. 
 
IMD and SRP staff members and the Department’s attorneys shall also work in conjunction with the 

 
firms,” in developing the Final Divestment Lists required by the Acts. See N.C. Gen. Stat. § 147-86.58 (1) and § 147-
86.81(1). 
14 This is a deadline set internally by the Department. The relevant statutes require that this process occur on an 
annual basis. N.C. Gen. Stat. § 147-86.58 (1), § 147-86.61 (b), and § 147-86.81 (a) (3).  
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Department’s Communications staff members to ensure that questions and comments from interested 
third parties are received, reviewed, and addressed. For purposes of this Policy, interested third parties 
include other state agencies and local governments of North Carolina; officials and employees of other 
United States government entities, both state and federal; policy-oriented, non-profit, and other political 
action groups; investment managers and vendors providing investment-related services; and any other 
person that is interested in the Divestment Acts, including private citizens and other members of the 
public. 

 
IMD and SRP staff members and the Department’s attorneys shall ensure that all of the Department’s 
investments and contracts comply with the Divestment Acts. Such compliance may include requiring 
certain representations from investment managers and vendors providing investment-related services. 
 

VI. Enforcement 

The Department’s Corporate Governance Committee shall have primary responsibility for enforcing this 
Policy and the Department’s compliance with the Divestment Acts. 
 
Enforcement with respect to investment managers and vendors providing investment-related services, 
particularly when a required representation pertaining to the Divestment Acts is violated, shall be the 
responsibility of designated IMD and SRP staff members, with the assistance of one or more of the 
Department’s attorneys. The Department may seek whatever remedy provided by contract or law that is 
deemed appropriate under the circumstances. 

 
Each State or Local agency of North Carolina, and not DST or the State Auditor, is responsible for ensuring 
its own compliance with the Divestment Acts and their specific contract prohibitions. 

 
VII. Related Statutes, Rules, and Policies 

o Iran Divestment Act of 2015 (N.C. Gen. Stat. § 147-86.55 et. seq.) 
 

o Divestment from Companies Boycotting Israel Act (N.C. Gen. Stat. § 147-86.80 et. seq.) 
 

o Annual Divestment Process Desktop Guide 
  
VIII. Revision/Review History 

 
Version Date Approved Description 
1.0 8/6/2019 New Policy, this policy replaces the following three rescinded policies:  

Sudan Divestment Policy [OST-POL-4006-MUL]; Iran Divestment Policy [OST-
POL-5002-MUL]; & Boycott Israel Divestment Policy [OST-POL-4006-MUL] 

1.1 1/25/2021 Tech changes to wording 

2.0 8/31/2021 Policy updated to remove all references to the Sudan (Darfur) Divestment 
Act (N.C. Gen. Stat. § 147-86.41 et. seq.), following its repeal in Session Law 
2021-58 (House Bill 163). 

 

https://www.ncleg.gov/EnactedLegislation/Statutes/PDF/ByArticle/Chapter_147/Article_6E.pdf
https://www.ncleg.gov/EnactedLegislation/Statutes/PDF/ByArticle/Chapter_147/Article_6G.pdf
https://www.ncleg.gov/EnactedLegislation/SessionLaws/PDF/2021-2022/SL2021-58.pdf
https://www.ncleg.gov/EnactedLegislation/SessionLaws/PDF/2021-2022/SL2021-58.pdf
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3.0 3/12/2024 Policy updated throughout. Part V (C) deleted. (Repealed effective 11/18/21. 
See N.C. Gen. Stat. §§ 147-86.62 and 147-86.84. See also S.L. 2021-180 at 
page 491.) Desktop Guide reference added. 

 
For questions or clarification on any of the information contained in this policy, please contact the 
policy owner or designated contact point: IMD Compliance Analyst, Deana Moore-Solomon. For 
general questions about department-wide policies and procedures, contact the DST Policy 
Coordinator. 
 
 
 
 
 
 
 

mailto:Deana.Moore-Solomon@nctreasurer.com
mailto:DST.PolicyCoordinator@nctreasurer.com
mailto:DST.PolicyCoordinator@nctreasurer.com
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