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Seventy-eight percent of private equity firm KKR's energy portfolio companies are invested in fossil
fuels." Despite claims to being a more responsible company than other fossil fuel operators,’ their
claims to environmental stewardship, health and safety, and community engagement appear hollow.
The firm's investment practices are actively harming communities, especially low-income, Black, Latino,
and Indigenous communities, which will bear the brunt years after KKR exits these investments.

percent) of the firm’s energy portfolio companies
continue to invest in fossil fuel projects.” For example, in
recent years, KKR has invested close to $9 billion in at
least fourteen currently-held investments related to the
transportation and storage of gas and liquefied natural
gas (LNG), such as pipelines and storage terminals.t LNG
is a fuel primarily composed of methane,’ and emissions
released from the LNG industry can have the equivalent
impact on global warming as the coal industry if there

The report then spotlights three
prominent KKR gas investments: the

Coastal GasLink pipeline in Canada;
the Port Arthur LNG project in Texas;
and Cameron LNG in Louisiana,
exposing a pattern of repeated
environmental violations, failure to
obtain community consent, and a lack
of accountable business practices.
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responsibility, financially sound investment philosophy,
and sustainability practices. Although KKR portrays itself
as a “responsible part of the solution” to climate change
by highlighting its investments in renewable energy and
community benefits," KKR has repeatedly made
investment decisions that center a fossil fuel strategy,
and has used its vast wealth to back lobbying efforts that
fight increasing climate regulation.

This is part of a broader trend, where major private
equity firms that have promised to lessen their own
climate impacts have been quietly investing in fossil
fuels, further propelling the climate crisis.” Since 2010,
these firms have invested over one trillion dollars in
energy projects and are now under scrutiny for the
environmental and climate impact of their investments,
which face less regulatory oversight than those of other
financial actors, like big banks.

The adverse effects of climate change and
environmental degradation, such as more frequent and
more extreme droughts, prolonged heat waves, flooding,
wildfires, long-term health impacts,” and large scale
displacement of people,® are already here.” To curtail
the impacts of unabated greenhouse gas emissions, limit
average global temperature rise to below 1.5 degrees




Celsius,? and reduce air and water pd
imperative to cut the financing flows

extraction, transport, use of, and dep
fuels. Private equity firms like KKR ne
the solution, instead of contributing t

This report examines these issues th

three case studies that shed light on
record and community impact of KKR
The report begins with a brief overvig
equity industry's business practices a
to investors from investments in foss
The report then offers a critical exam
“part-of-the-solution” claims, and thg
between KKR's significant efforts to p
responsible investor and its track recq
the climate crisis, accruing repeated

violations, and disregarding commun

The report then spotlights three pro

investments: the Coastal GasLink pip
the Port Arthur LNG project in Texas;
in Louisiana, exposing a pattern of re
environmental violations, failure to o
consent, and a lack of accountable b

Several of these projects have faced g
overruns and project delays,* as disc
addition to these project costs, worse
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borrowed money to acquire a target company. The
debt is then added on to the target company’s balance
sheet and the private equity owners often impose a
combination of extensive cost cuts, expensive fees, and
excessive risk-taking to be able to service the debt while
still aiming to generate profit over the course of their
holding period,” typically five years.* Companies can
often end up bankrupt after a private equity firm has
exited the investment.*

The industry’s lack of financial accountability is enabled
by regulatory loopholes that allow private equity firms to
bypass most disclosure requirements and to legally
implement complex corporate structures that largely
eliminate their liability for portfolio companies’

negligence, malpractice or even government fines and
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income communities, communities of color, and
Indigenous peoples worldwide. Black, immigrant,
Indigenous and low-income communities in North
America, alongside residents in other countries with a
history of colonial rule are especially at risk. These
communities have long been subject to environmental
injustices stemming from the location of polluting
projects and extractive industries, and they are
increasingly vulnerable to climate change.* Lack of
access to affordable healthcare—exacerbated by the
intersection of factors like gender, race, ethnicity, income
level, and the history of dispossession and slavery—
compounds the problem.*




failing D grade.” For its commitment to be credible, KKR
should take concrete and public steps to protect the
environment and align with 1.5 degree Celsius global
warming pathways.*

KKR’s “responsibility” ruse

Corporations deceiving the public about their
environmental achievements is a well-known trend,
commonly referred to as “greenwashing.” This tactic is
often used to disguise the true environmental impact of
operations and investments from the public, investors,
and regulators.® Private equity firms often present their
investments as climate-friendly and assert they are
addressing the needs created by climate change, as

these become increasingly important selling points to
attract investors. A 2021 survey of investors found that
80 percent consider environmental factors in their
investments, and almost half (49 percent) would exit
investments in companies that are not sufficiently
addressing environmental issues.*

For instance, KKR's public-facing reports overrepresent a
handful of high-profile renewable energy projects that
align with sustainability goals,” while the vast majority
(78 percent) of the firm’s energy portfolio companies
perpetuates reliance on environmentally harmful fossil

Sponsor and as a Friend of SFOF, and even though the
firm’s name was removed from the website four days
after the New York Times investigation was released,” it
maintained membership with SFOF, according to a KKR
spokeswoman.”’

KKR has also been a prolific acquirer of fossil fuel assets
sold off by public market companies.* These
transactions, dubbed “transferred emissions,” can serve
to abet public companies seeking to reduce their carbon
footprint by merely transferring their polluting assets to
private, less regulated corners of the market, instead of
phasing them entirely.*

Ultimately, the credibility of KKR's stated Environmental,
Social, and Governance (ESG) decarbonization plans,*
and the level of credence that should be given to its
claims of being a “responsible” investor, should instead
be based on the actual emissions reductions, adherence
to international norms on Indigenous rights, compliance
with all applicable environmental rules and regulations,
and mitigation of environmental degradation that it can
achieve and verify in practice across its entire fossil
energy portfolio. As the examples below demonstrate,
KKR has a long way to go before it can live up to its
rhetoric.
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kilometer (416-mile) Coastal GasLink pipeline, initially

according to some Wet'suwet'en leaders, spokespeople,

Under Construction Fort St. John
L

‘ Coastal GasLink Metering Facility Hudson's Hope ® Taylor
o

Coastal GasLink Compression & Metering Facility

Dawson
. . Creek
I NG Canada Facility (3rd party) Chetwynd | -

o Mackenzie

L]
Tumbler Ridge

Prince George
[

Coastal GasLink. “Coastal GasLink Interactive Map.” Accessed July 13, 2023. https://map.coastalgaslink.com/
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https://map.coastalgaslink.com/

Coastal GasLink

and allies, the company has forged a
project without receiving permission
tribal authorities.”

On December 13th, 2019, the UN Co
Elimination of Racial Discrimination is
expressing concern about the Canadi
approval of the Coastal GasLink pipel
Wet'suwet'en territory without the FP
indigenous people.” Furthermore, th
for the Canadian government to “im

construction and suspend all permit

the construction of the Coastal Gas L
traditional and unceded lands and te
Wet'suwet'en people, until they grant
Less than two weeks later, on Decem
announced its significant investment

Gidimt'en, one of the five clans of the
Nation, and their allies—including an
First Nations, environmental, and hu

organizations—raised the same conc
letter to the UN Human Rights Coung
GasLink’s failure to obtain FPIC and a
government “[escalations] in the use

surveillance, and criminalization of la
peaceful protesters,” as the Committe
of Racial Discrimination put it in a foll

Both Coastal GasLink and Canadian 3
faced allegations that they have supp
Indigenous protests against the pipel
members of the Wet'suwet'en nation
against Coastal GasLink, its private se
Forsythe, the Royal Canadian Mountd
and the Minister of Justice for British
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C$14.5 billion (USD $11 billion)—a 30 percent increase
from the previous figure of C$11.2 billion (USD $8.4
billion), which was already 70 percent over the original
budget proposed in July 2022.” Coastal GasLink cited
“labor shortage, poor work by contractors, and adverse
weather” as contributing factors, omitting mention of the
environmental violations and indigenous resistance
which have also slowed pipeline progress.” As of
February 2023, TC Energy's Toronto-listed shares had
plummeted 18 percent since November 2022, when it
initially warned that project costs were increasing, and
the company announced intentions to offload C$5 billion
(USD $3.8 billion) in assets to pay its debts and fund
projects such as Coastal GasLink.”

Port Arthur LNG Project: Expanding fossil
fuel infrastructure places Black and
Latino communities at risk

As of March 2023, KKR was the largest owner (with an
approximate 45 percent ownership) of the proposed
large-scale LNG export terminal in Port Arthur, Texas.*
Once built, this LNG terminal will likely increase the
amount of toxic pollutants in the air® and water,* which
can cause short- and long-term health problems for
residents of the local community, such as higher risk of
asthma or COPD,” higher rates of respiratory illnesses like

10 PRIVATE EQUITY
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A KKR partner believes Port Arthur LNG will “support
American economic growth and deliver reliable and
cleaner energy during the global energy transition.”*
However, the Port Arthur LNG project is facing opposition
from community groups, including Port Arthur
Community Action Network (PACAN), who argue the plant
will only make Port Arthur’s unhealthy and harmful air
quality that much worse for the predominantly Black and
Latino coastal town.'®

Port Arthur is an industrial town with a high concentration
of il refineries and an active port on the Gulf of Mexico.'®
Residents of Port Arthur are exposed to some of the
highest levels of lifetime cancer risk from inhalation of
toxic air in the United States.'” A ProPublica analysis of the
Environmental Protection Agency's (EPA) data calculates
that resident lifetime cancer risk is 190 times the EPA's
acceptable threshold.'™ The town is in the 99th percentile
of toxic releases to air and 75th percentile of ozone in the
entire country,' and asthma rates for children have been
observed at double the national average." By choosing
to build in such a town, “[t]hese companies, no matter
what they say, are basically sacrificing communities of
color in order to get wealthier, more affluent communities
cheap fossil fuels,” said Port Arthur resident and PACAN
leader John Beard of the petrochemical industry’s impact
in the area.”




Port Arthur

The gas produced by Port Arthur LNG
local community," which is predomin
color, while contributing to the world'

fossil fuels—as the project website no
“meet global demand for LNG."" The

to produce approximately 1.9 bcfd of

international buyers. If built, this $13
would increase forecasted United Stat]
daily exports by approximately 15 pers
average 12.1 bcfd to approximately 14

Sempra asserts they are helping to ad
“decarbonization challenges,”* but th
gas comes with a high carbon footpri

Arthur LNG project has a proposed m{
emission of around 7.7 million tons of|
measure that includes all greenhouse
according to the company’s air quality|
which the Texas Commission on Envirg
approved.” This is equivalent to the a
gas emissions from 17 gas-fired powe
proposed operation timeline of 2027 g
Arthur LNG project is misaligned with

emissions reduction necessary to read
degree Celsius warming scenario targg

Cameron LNG: Troubled tr

meets flood risk fears

The Cameron LNG facility's history of
violations™ and of jeopardizing the h
neighboring communities through ai
pollution™ is another example of the
between KKR's claims of “responsible
the real world impact of its investme
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Cameron LNG
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six criteria pollutants,
No appeal is on record. A
partment of Environmental
ment Management System
e details about Cameron
, with at least 64 accidental
y 2017, or an average of
een June and August of 2022,
e release of over 20,000
pounds of benzene, a known
bme of which occurred after
d remediated its thermal

es with air and water
arm when considered in the
bn. Metrics from multiple
e EPA, National Oceanic and
(NOAA), and Federal
pency (FEMA) confirm that
facility sits in an area at
ple flood hazards and a flood
h percentile.”™ Community
imeron LNG's storm
ew credence after Hurricane
A Sempra LNG press release
bnd no catastrophic wind
" but a Louisiana Department
port revealed that nearly
e vented into the air due to a
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As the world accelerates the transition towards clean
and renewable sources of energy, investments in costly
new fossil fuel projects with extended break-even
horizons, like pipelines and LNG facilities, may struggle
to remain profitable. This creates major financial risks for
KKR's institutional investors, like pension funds. For
example, gas production, which the Coastal GasLink is
under construction to transport, is projected to fall by a
third to 68 percent by 2050, according to Canada Energy
Regulator. High LNG prices, primarily driven by
increased demand from the European Union's decision
to replace pipeline gas from Russia as a retaliation for
the invasion of Ukraine, could also prove short lived as
the demand shock fades and existing plants close the
supply-demand gap.™ It is unclear who will be
responsible for decommissioning or cleaning up the real
assets if these projects are rendered financially
unsound—i.e., if they become stranded assets.'?

If, like other private equity firms, KKR continues on its
current path despite these potential risks, policymakers
and institutional investors must intervene to safeguard
the planet’s future and community health. June and July
2023 were already the hottest on record,'* with wildfires,
heat waves, and consequent excess deaths across the
globe." In the United States, 25 million people currently

Align with science-based climate targets
to limit global warming to 1.5°C

In order to achieve this evidence-backed goal, KKR must
immediately cease investment in or financing of any new
or expanded fossil fuel projects anywhere in the value
chain, fully disclose all fossil fuel assets in its portfolio,
ensure that a majority of energy holdings are in
renewable assets by 2025, and ensure no energy holdings
are in fossil fuels by 2030. In the meantime, for any
current gas assets, the firm must ensure that all fugitive
emissions, flaring, and venting are halted by 2025.

Disclose fossil fuel exposure, emissions,
and impacts

Almost all investors (87 percent) believe corporate
reporting contains a certain degree of greenwashing,
according to a recent survey.” To build trust with its
investors, given KKR's environmental track record, the
company must fully disclose environmental violations
and ongoing litigation as well as all other community
impacts. KKR should also report Scopes 1, 2, and 3
emissions for each individual portfolio company as well
as portfolio-wide gross emissions, disaggregating any
carbon credits and offsets.

KKR & ENVIRONMENTAL JUSTICE 13



necessary for billions of peoples' livelihoods. Investment
in projects that violate the rights of Indigenous peoples
are not compatible with the Paris Agreement.

For its existing fossil fuel assets, KKR should develop a
just transition program for workers at those facilities and
projects, as well as the surrounding community, in order
to ensure remediation of health and environmental

As UN Secretary-General Antonio Guterres exhorted in
a press conference in July 2023, the financial sector has
an enormous role to play in the coming period of climate

crisis: “Banks, investors, and financial actors continue
to reward polluters and incentivize wrecking the planet.
We need a course correction in the global financial

E
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