AMENDED IN ASSEMBLY AUGUST 7, 2000
AMENDED IN SENATE MAY 9, 2000
AMENDED IN SENATE APRIL 24, 2000
AMENDED IN SENATE MARCH 27, 2000

SENATE BILL No. 1928

Introduced by Senator Haynes

February 24, 2000

Ar—act—to—add—Chapter—21-6—{commeneig—with—Section
de,

52 h—to—bivston—F—et—THe—t—of—the —Goverament—Co
relating An act to add and repeal Section 7513.6 to the
Government Code, relating to public retirement fund
investments.

LEGISLATIVE COUNSEL'S DIGEST

SB 1928, as amended, Haynes—CapHal—Markets—Fask- Force
Beard—Public  retirement  fund investments: foreign
companies

Under existing law, the retirement boards of public pension
or retirement systems have plenary authority over the
investment of pension funds, subject to their fiduciary duties
to the members of the system.

This bill would declare the Legislature’s conceraA—over
vestments—by—the—Publie—Employees—Retirement—System in
about foreign companies that —premete—terrerism,— the
prolferation—ef—weapens—et—mass—destruction,—and—the—vielation
ofhuman—rights—Fhisbillpose threats to national security, as

specified, andwould encourage the Board of Administration
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of the Public Employees’ Retirement System and the
Teachers’ Retirement Board not to invest in foreign
companies that posdhose threats te—national—seeurity—and
human—rights—and to have fund managers perform due
diligence with respect to potential investments in foreign
companies, as specifiedThis bill would -establish—the—Capitol

, Hed; ake
recommendations—to until 2005, require the Board of
Administration of the Public Employees’ Retirement System
and the Teachers’ Retirement Board———+regarding—national

seedfity,—human—rghts;—and—seoeial—eoneerns—material—o  the
performance—of—investmentsto review publicly available

information, as specified, and report annually to the
Legislature regarding the respective systems’ investments in
foreign companies doing business in certain countries, as
specified

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECHONA—FarFhetegistaturetseoneerredabout

SECTION 1. (a) The Legislature is concerned about
foreign companies that may pose threats to national
security  through terrorism or the proliferation of
weapons of mass destruction, as documented by the
federal government and the United States Congress. The
Legislature is also concerned about reports that some of
these companies may be using capital markets in the
United States as a source of funding for military
10 development.
11  (b) The Teachers’ Retirement Board and the Board of
12 Administration of the Public Employees’ Retirement
13 System are encouraged, to the extent consistent with the
14 fiduciary standards prescribed by Section 17 of Article
15 XVI of the California Constitution and related statutes,
16 not to invest in foreign companies that pose those threats.
17  (c) The Teachers’ Retirement Board and the Board of
18 Administration of the Public Employees’ Retirement
19 System are also encouraged, to the extent consistent with
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—3— SB 1928

the fiduciary standards prescribed by Section 17 of Article
XVI of the California Constitution and related statutes, to
have all internal and external fund managers perform
due diligence with respect to potential investments in
foreign companies that pose threats to the national
security of the United States.

SEC. 2. Section 7513.6 is added to the Government
Code, to read:

7513.6. (a) Effective July 1, 2001, and on or before
July 1 of each year thereafter, the Teachers’ Retirement
Board and the Board of Administration of the Public
Employees’ Retirement  System, respectively, shall
report to the Legislature regarding the extent to which
the assets of the State Teachers’ Retirement System and
the Public Employees’ Retirement System are invested,
or were invested during the prior calendar year, in
foreign companies doing business in countries that are on
the Department of State's list of terrorist-sponsoring
nations or in companies that have been placed on the
Department of the Treasury's list of Foreign Asset
Controls.

(b) To fulfill the requirements of this section, the
Teachers’ Retirement Board and the Board of
Administration of the Public Employees’ Retirement
System, respectively, shall review, at a minimum,
publicly available corporate annual and financial reports
and information made available to the public by the
Department of State, the Department of the Treasury,
the Department of Commerce, the Central Intelligence
Agency, Congressionally-mandated commissions, and the
State Auditor.

(c) This section shall remain in effect only until
January 1, 2005, and as of that date is repealed, unless a
later enacted statute, that is enacted before January 1,
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