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 SUDAN DIVESTMENT

U.S. Investors Sold Assets but Could Benefit from 
Increased Disclosure Regarding Companies’ Ties to 
Sudan Highlights of GAO-10-742, a report to 

congressional requesters 

Recognizing the humanitarian crisis 
in Darfur, Sudan, Congress enacted 
the Sudan Accountability and 
Divestment Act (SADA) in 2007. 
This law supports U.S. states’ and 
investment companies’ decisions to 
divest from companies with certain 
business ties to Sudan. It also seeks 
to prohibit federal contracting with 
these companies.  GAO was asked 
to (1) identify actions that U.S. state 
fund managers and investment 
companies took regarding Sudan-
related assets; (2) describe the 
factors that these entities 
considered in determining whether 
and how to divest; and (3) 
determine whether the U.S. 
government has contracted with 
companies identified as having 
certain Sudan-related business 
operations and assess compliance 
with SADA’s federal contract 
prohibition provision. GAO 
surveyed states, analyzed data on 
investment companies and 
companies with Sudan-related 
business operations, assessed 
federal contracts, and reviewed 
documents and interviewed officials 
from the Securities and Exchange 
Commission (SEC), among other 
federal agencies. 

What GAO Recommends  

GAO recommends that the SEC 
consider issuing a rule requiring 
companies that trade on U.S. 
exchanges to disclose their 
business operations tied to Sudan, 
as well as possibly other state 
sponsors of terrorism. The SEC’s 
Division of Corporation Finance 
agreed to present GAO’s 
recommendation to the 
commission. 

Since 2006, U.S. state treasurers and public pension fund managers have 
divested or frozen about $3.5 billion in assets primarily related to Sudan in 
response to their states’ laws and policies; U.S. investment companies, which 
also sold Sudan-related assets, most commonly cited normal business reasons 
for changes in their holdings.  State fund managers GAO surveyed indicated 
that their primary reason for divesting or freezing Sudan-related assets was to 
comply with their states’ laws or policies. Thirty-five U.S. states have enacted 
legislation or adopted policies affecting their investments related to Sudan, 
primarily in response to the Darfur crisis, as well as in response to Sudan’s 
designation by the U.S. government as a state sponsor of terrorism. GAO also 
found that the value of U.S. shares invested in six key foreign companies with 
Sudan-related business operations declined by almost 60 percent from March 
2007 to December 2009.  The decline cannot be accounted for solely by a 
reduction in stock prices for these companies, indicating that U.S. investors, 
on net, decided to sell shares in these companies. Investors indicated that they 
bought and sold Sudan-related assets for normal business reasons, such as 
maximizing shareholder value.  
 
U.S. states and investment companies have often considered three factors 
when determining whether and how to divest.  First, they have considered 
whether divesting from Sudan is consistent with fiduciary responsibility—
generally the duty to act solely and prudently in the interest of a beneficiary or 
plan participant.  Second, they have considered the difficulty in identifying 
authoritative and consistent information about companies with Sudan-related 
business operations. GAO analyzed three available lists of these companies 
and found that they differed significantly from one another.  While 
information directly provided by companies through public documents such 
as disclosures required by the SEC is a particularly reliable source of 
information on these companies, federal securities laws do not require 
companies specifically to disclose business operations in state sponsors of 
terrorism.  The SEC has the discretionary authority to adopt a specific 
disclosure requirement for this information, but has not exercised this 
authority.  Third, investors have considered the effect that divestment might 
have on operating companies with Sudan-related business activities, such as 
prompting companies interested in promoting social responsibility to leave 
Sudan, creating room for companies that do not share that interest to enter 
the Sudanese market.  
 
GAO’s analysis, including a review of a non-random selection of contracts, 
indicates that the U.S. government has complied with SADA’s contract 
prohibition provision.  Specifically, the U.S. government has contracted with 
only one company identified on a widely-used list of companies with business 
ties to Sudan, and the contracts awarded to this company did not violate 
SADA.  The U.S. government has contracted with subsidiaries and affiliates of 
companies with business ties to Sudan, as permitted under SADA.   View GAO-10-742 or key components. 

For more information, contact Thomas Melito 
at (202) 512-9601 or melitot@gao.gov. 
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mailto:melitot@gao.gov
http://www.gao.gov/cgi-bin/getrpt?GAO-10-742


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName (U.S. Web Coated \(SWOP\) v2)
      /DestinationProfileSelector /UseName
      /Downsample16BitImages true
      /FlattenerPreset <<
        /ClipComplexRegions true
        /ConvertStrokesToOutlines false
        /ConvertTextToOutlines false
        /GradientResolution 300
        /LineArtTextResolution 1200
        /PresetName ([High Resolution])
        /PresetSelector /HighResolution
        /RasterVectorBalance 1
      >>
      /FormElements true
      /GenerateStructure true
      /IncludeBookmarks true
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /UseName
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


