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SENATE LABOR, PUB. EMP. & RET. COMMITTEE:  5-0, 3/21/22 

AYES:  Cortese, Ochoa Bogh, Durazo, Laird, Newman 

 

SENATE GOVERNMENTAL ORG. COMMITTEE:  13-0, 3/29/22 
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SENATE APPROPRIATIONS COMMITTEE:  6-0, 5/19/22 

AYES:  Portantino, Bates, Bradford, Jones, Kamlager, Laird 
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SUBJECT: Prohibited investments and contracts:  Russia and Belarus 

SOURCE: Author 

DIGEST: This bill prohibits California public pension funds from investing in 

any of the following: 1) “prohibited companies” domiciled in Russia or Belarus; 2) 

companies determined by the US government to be complicit in the invasion of 

Ukraine; or 3) companies that supply military equipment to Russia or Belarus. This 

bill also prohibits the pension funds and other state agencies from transacting with, 

investing in, or contracting with Russia and Belarus, as specified. 

ANALYSIS:  

Existing law: 

 

1) Gives the Legislature authority to, by statute, "continue to prohibit certain 

investments by a retirement board where it is in the public interest to do so, and 

provided that the prohibition satisfies the standards of fiduciary care and loyalty 
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required of a retirement board pursuant to this section." (Cal. Const., art. XVI, § 

17) 

 

2) Provides that California's public pension boards have "plenary authority and 

fiduciary responsibility for [the] investment of monies and administration of the 

system." (Cal. Const., art. XVI, § 17) 

 

3) Requires pension board members to discharge their duties with respect to the 

system solely in the interest of, and for the exclusive purposes of providing 

benefits to, participants and their beneficiaries, minimizing employer 

contributions thereto, and defraying reasonable expenses of administrating the 

system…[and] the board shall diversify the investments of the system so as to 

minimize the risk of loss and to maximize the rate of return unless under the 

circumstances it is clearly not prudent to do so." (Cal. Const., art. XVI, § 17, 

emphasis added.) 

 

4) Prohibits CalPERS and CalSTRS, under previous legislative mandates, from 

making or holding certain investments in Iran, Sudan, Turkey, in businesses 

discriminating against Israel related to the Arab Boycott of Israel, and in 

thermal coal companies. (Government Code §7513.6 et seq.) 

 

5) Authorizes the State Treasurer to receive and keep in the vaults of the State 

Treasury or deposit in banks or credit unions all moneys belonging to the state, 

not required to be received and kept by some other person.. (GC § 12320) 

 

6) Prohibits state trust moneys from being used to make additional or new 

investments or to renew existing investments in business firms that engage in 

discriminatory business practices in furtherance of or in compliance with the 

Arab League’s economic boycott of Israel. (GC § 16649.80 et seq.) 

 

7) Prohibits a “scrutinized company,” as defined, that is involved in specified 

activities in Sudan, from entering into a contract with a state agency for goods 

or services and requires a prospective bidder for state contracts that currently or 

within the previous three years has had business activities or other operations 

outside of the United States, to certify that the company is not a scrutinized 

company, as specified.  (Public Contracting Code § 10475 et seq.) 
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This bill: 

I. PUBLIC PENSION FUND DIVESTMENT PROVISIONS 

1) Makes legislative findings and declaration regarding the Russian invasion of 

Ukraine and the necessity of supporting the U.S. government’s call for 

economic pressure on Russia and Belarus to stop the war in Ukraine. 

2) Defines several key terms, including the following: 

a) “Aggressor countries” means Russia and Belarus; 

b) “Board” means the board of any public retirement system subject to 

(Government Code) Section 7522.02. 

c) “Invest” or “investment” means the purchase, ownership, or control of stock, 

a partnership interest, or a membership interest of a prohibited company; 

bonds issued by the government or a political subdivision of Russia or by 

the government or a political subdivision of Belarus; corporate bonds or 

other debt instruments issued by a company domiciled in Russia or Belarus; 

or the commitment of funds or other assets to a company domiciled in 

Russia or Belarus, including a loan or extension of credit to that company 

unless such investments are authorized by the Office of Foreign Assets 

Control of the Unites States Department of the Treasury. 

d) “Prohibited Company” means any of the following entities domiciled in 

Russia or Belarus: a sole proprietorship, organization, association, 

corporation, partnership, venture, or other entity, its subsidiary or affiliate 

that exists for profitmaking purposes, or to secure economic advantage. 

“Company” also means any of the forgoing entities owned or controlled, 

directly or indirectly, by the government of Russia or Belarus, or by a 

sanctioned person. 

3) Prohibits public pension boards from making additional or new investments or 

renewing existing investments in 1) a “prohibited company”; 2) a company that 

the United States government has designated as complicit in the aggressor 

countries’ war against Ukraine; or 3) a company that supplies military 

equipment to the aggressor countries. 

4) Requires pension boards to liquidate any existing investments in prohibited and 

specified companies in a manner consistent with the board’s fiduciary 

responsibilities as described in Section 17 of Article XVI of the California 

Constitution. 
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5) Requires pension boards to provide a specified report on their compliance with 

the bill’s required divestment mandates to the Legislature on or before January 

1, 2023, and annually thereafter. 

6) Clarifies that the bill does not require a pension board to take action unless the 

board determines, in good faith, that the actions described in the bill are 

consistent with the fiduciary responsibilities of the board as described in 

Section 17 of Article XVI of the California Constitution. 

7) Provides specified exemptions from the bill’s divestment mandate and 

prohibited investments provisions for the following: 

a) Investments in a company that is primarily engaged in supplying goods or 

services intended to relieve human suffering in Ukraine. 

b) Investments in a company that promotes health, education, journalistic, or 

religious activities in or welfare in Ukraine.  

c) Products or activities listed in Ukraine General License Number 18 or 

Russia General License Number 6A issued by the United States Department 

of the Treasury, Office of Foreign Assets Control. 

8) Repeals, automatically, this bill’s provisions if one of the following occurs: 

a) The aggressor countries halt the invasion and occupation of Ukraine as 

determined by the United States government. 

b) The United States revokes all sanctions against the aggressor countries 

imposed because of their participation in the February 24, 2022, invasion of 

Ukraine. 

II. STATE TREASURER DIVESTMENT PROVISIONS 

 

9) Prohibits the State Treasurer from making additional or new investments or 

renewing existing investments of state moneys in any investment vehicle in the 

governments of Russia or Belarus or that the Russian or Belarusian 

governments issue or own. 

 

10) Prohibits the State Treasurer from making additional or new investments or 

renewing existing investments of state moneys in any investment vehicle in or 

from a Russian or Belarusian financial institution currently under sanctions 

imposed by the United States. 
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11) Does not require the State Treasurer to take action, as specified, unless the 

Treasurer determines in good faith that the action is consistent with the 

Treasurer’s fiduciary responsibilities. 

 

12) States that this section remains in effect only until Russia and Belarus halt the 

invasion and occupation of Ukraine, as determined by the U.S. Department of 

State, or the United States revokes all sanctions against Russia and Belarus 

imposed because of their participation in the February 24, 2022, invasion of 

Ukraine, and as of the date of one of those two actions, is repealed. 

 

III. RUSSIA DIVESTMENT ACT - STATE AGENCY DIVESTMENT PROVISIONS 

 

13) Prohibits a state agency from making additional or new investments or 

renewing existing investments of state moneys in any investment vehicle in the 

government of Russia or Belarus or that the Russian or Belarusian governments 

issue or own. 

 

14) Prohibits a state agency from making additional or new investments or 

renewing existing investments of state moneys in any investment vehicle in or 

from a Russian or Belarusian financial institution currently under sanctions 

imposed by the United States. 

 

15) Requires a state agency to liquidate any investment prescribed by the bill’s 

respective provisions within six months of the bill’s enactment. 

 

16) Requires a state agency to file a compliance report with the Legislature and the 

Governor, as specified, within one year of the bill’s enactment.  

 

17) Requires a state agency to liquidate specified investments unless the state 

agency determines in good faith that the action described in this section is 

inconsistent with the agency’s fiduciary responsibilities. 

 

18) Requires a state agency to  reevaluate, using methods or processes as 

determined by the state agency, the merit of continuing the prescribed 

divestment action, including, but not limited to, the financial effects of the 

divestment action on the fiduciary responsibilities of the state agency before an 

extension of the operation of this section. 

 

19) Requires a state agency to submit a follow-up report to the Legislature, as 

specified, within three years of the bill’s enactment. 
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20) Urges any company operating in California to divest and separate themselves 

from the government of Russia and Belarus, Russian and Belarusian financial 

institutions, and Russian and Belarusian businesses. 

 

21) Requests any company doing business in California to report their investments 

in and contracts with the governments of Russia and Belarus, Russian and 

Belarusian financial institutions, and Russian and Belarusian businesses to the 

Secretary of State within six months of this section being chaptered. 

 

22) Urges the Regents of the University of California to divest and separate 

themselves and the University of California from the government of Russia and 

Belarus, Russian and Belarusian financial institutions, and Russian and 

Belarusian businesses. 

 

23) States that this section remains in effect only until Russia and Belarus halt the 

invasion and occupation of Ukraine, as determined by the U.S. Department of 

State, or the United States revokes all sanctions against Russia and Belarus 

imposed because of their participation in the February 24, 2022, invasion of 

Ukraine, and as of the date of one of those two actions, is repealed. 

 

IV. RUSSIA CONTRACTING ACT – RESTRICTIONS ON PUBLIC CONTRACTS 

 

24) Defines a “scrutinized company” to mean a company that conducts business 

with the government of Russia or Belarus. 

 

25) Makes a scrutinized company ineligible to bid, and prohibits it from bidding, on 

or submitting a proposal for a contract with a state agency for goods or services. 

 

26) Permits the Director of General Services to authorize a scrutinized company, on 

a case-by-case basis, to bid on or submit a proposal for a contract with a state 

agency for goods or services, if it is in the best interests of the state to permit 

the scrutinized company to bid on or submit a proposal for one or more 

contracts with a state agency for goods or services. 

 

27) Requires a company that submits a bid or proposal with respect to a contract for 

goods or services that currently or within the previous three years has had 

business activities or other operations outside of the United States, to certify 

that the company is not a scrutinized company. 
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28) Prohibits a state agency requiring a company that submits a bid or proposal with 

respect to a contract for goods or services, and that currently or within the 

previous three years has had business activities or other operations outside of 

the United States, to certify that the company is not a scrutinized company, if 

the company has obtained a waiver, as specified. 

 

29) If the Department of General Services determines that a company has submitted 

a false certification, as specified, requires the company to be subject to all of the 

following: 

 

a) The company is liable for a civil penalty in an amount that is equal to the 

greater of two hundred fifty thousand dollars ($250,000) or twice the amount 

of the contract for which a bid or proposal was submitted. 

 

b) The state agency or the Department of General Services may terminate the 

contract with the company. 

 

c) The company is ineligible to, and shall not, bid on a state contract for a 

period of not less than three years from the date the state agency determines 

that the company submitted the false certification. 

 

30) Requires the Department of General Services to report to the Attorney General 

the name of the company determined to have submitted a false certification, as 

specified, and requires the Attorney General to determine whether to bring a 

civil action against the company. The company shall pay all costs and fees the 

plaintiff incurred in a civil action, including costs incurred by the state agency 

and the Department of General Services for investigations that led to the finding 

of the false certification and all costs and fees incurred by the Attorney General. 

 

31) States that this section remains in effect only until Russia and Belarus halt the 

invasion and occupation of Ukraine, as determined by the U.S. Department of 

State, or the United States revokes all sanctions against Russia and Belarus 

imposed because of their participation in the February 24, 2022, invasion of 

Ukraine, and as of the date of one of those two actions, is repealed. 

 

32) Provides that this article does not apply to products or activities listed in 

Ukraine General License Number 18 or Russia General License Number 6A 

issued by the United States Department of the Treasury, Office of Foreign 

Assets Control. 
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V. STATE MANDATES 

 

33) Provides that if the Commission on State Mandates determines that this act 

contains costs mandated by the state, reimbursement to local agencies and 

school districts for those costs shall be made pursuant to Part 7 (commencing 

with Section 17500) of Division 4 of Title 2 of the Government Code. 

 

VI. URGENCY CLAUSE 

 

34) States that this act is an urgency statute necessary for the immediate 

preservation of the public peace, health, or safety within the meaning of Article 

IV of the California Constitution and shall go into immediate effect, and 

provides the reasons therefore. 

Comments 

 

Russian Invasion of Ukraine.  On February 24, 2022, armed military forces from 

the Russian Federation with the support and participation of Belarus attacked the 

sovereign nation of Ukraine as part of an effort, ongoing since 2014, to occupy 

dismember, and annex all or parts of Ukraine and reestablish Russian control over 

former territories of the Soviet Union.   

 

The invasion represents the largest military assault on a European state since 

World War II, resulting in a refugee crisis that has seen over 6 million Ukrainians, 

mostly women and children, flee the country and that has internally displaced 7 

million Ukrainians as of May 12, 2022.1  According to the Office of the High 

Commissioner for Human Rights (OHCHR), the fighting has killed 3,838 civilians 

and wounded another 4,351 as of May 20, 2022.2 The OHCHR warns, however, 

that the actual numbers are likely to be considerably higher.  

 

In addition to the direct humanitarian crisis it is causing, the Russian invasion of 

Ukraine has disrupted international supply chains, interrupted commodity 

production, and fueled increases in energy prices that, taken together, portend 

global economic recession and possible famine in several parts of the world 

dependent on Ukrainian wheat and energy products for food production.   

 

Moreover, the war risks expanding into even greater, unthinkable conflict as 

Russian leaders casually verbalize potential use of nuclear and chemical weapons; 

                                           
1   https://www.unhcr.org/en-us/ukraine-emergency.html1 
2   https://www.ohchr.org/en/countries/ukraine 
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Western countries supply military equipment to Ukraine; Finland and Sweden 

abandon their historic neutrality to apply for NATO membership; and international 

observers openly contemplate the possibility that China, inspired by Russia’s 

actions, might attack Taiwan.  

 

In response to the unprecedented threat by Russia to international security, the rule 

of law, and democratic order, the United States government and its European and 

Asian allies have implemented unparalleled economic sanctions on the aggressor 

countries and provided significant military support to Ukraine. This bill seeks to 

put California’s considerable economic weight toward supporting President 

Biden’s call for economic pressure against the aggressor countries to force a 

diplomatic end to the conflict and restore international order. 

 

Related/Prior Legislation 

SB 1173 (Gonzalez, 2022) prohibits CalPERS and CalSTRS from making 

additional or new investments or renew existing investments of public employee 

retirement funds in a fossil fuel company and require them to liquidate existing 

investments in a fossil fuel company on or before July 1, 2030. The bill is currently 

pending on the Senate Floor. 

SB 457 (Portantino, 2021) requires CalPERS and CalSTRS to provide employers 

that are school districts and cities that participate in the systems an option to elect 

an investment portfolio that does not contain investment vehicles that are issued or 

owned by the government of the Republic of Turkey. The bill is currently pending 

in the Assembly Public Employment and Retirement Committee. 

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: Yes 

 

According to the Senate Appropriations Committee, “The California Public 

Employees Retirement System (CalPERS), the California State Teachers 

Retirement System (CalSTRS), and the Department of General Services all have 

yet to determine fiscal impact of the amended version of the bill. However, these 

amendments are anticipated to significantly reduce the fiscal impact to the affected 

entities when compared to the previous version of the bill.” 

SUPPORT: (Verified 5/20/22) 

California State Treasurer Fiona Ma 

350 Conejo/San Fernando Valley 

350 Riverside 

350 Sacramento Legislative Team 
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350 Silicon Valley 

350 South Bay Los Angeles 

350 Ventura County Climate Hub 

California Climate Reality Coalition 

California Newspapers Association 

City of Beverly Hills 

City of Santa Monica 

Climate Reality Project, California Coalition 

Climate Reality Project, Silicon Valley 

Conejo Climate Coalition 

Cool Planet Working Group of First Presbyterian Church of Palo Alto 

First Presbyterian Church of Palo Alto 

Fossil Free California 

Indivisible CA Green Team 

Indivisible Ventura 

Rooted in Resistance 

Santa Cruz Climate Action Network 

Sonoma Clean Power 

Stand.earth 

OPPOSITION: (Verified 5/20/22) 

California Public Employees’ Retirement System 

California State Teachers’ Retirement System 

State Association of County Retirement Systems 

ARGUMENTS IN SUPPORT: The author states that at this point there can be no 

excuse to invest in and support Putin, his oligarchs, and the Russian economy; and 

while the federal government has taken swift and aggressive action advancing 

unprecedented sanctions against Russia and its leaders, California’s enhanced 

action could help the people of Ukraine by putting additional financial pressure on 

the Russian economy. 

According to State Treasurer Fiona Ma, 

“SB 1328 seizes the momentum of the divestment movement and joins the United 

States government and other nations around the world in divesting their economies 

from Russia. As the fifth largest economy in the world, California can bring 

significant influence.” 

“It is also important to point out that there is a clause within the language of the 

bill which allows the boards of CalPERS and CalSTRS to not take any action on 
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divestment unless the board determines in good faith that the action is consistent 

with the board’s fiduciary responsibilities established in the California 

Constitution.” 

ARGUMENTS IN OPPOSITION: Before the author made substantial 

amendments to narrow the universe of affected companies and eliminate 

burdensome requirements that pension funds survey all portfolio companies for 

compliance with the bill’s divestment mandate, CalPERS registered its opposition 

based on the bill’s effect on “approximately 68% (or $171 billion) of the publicly 

traded global companies in the Public Employees’ Retirement Fund’s Global 

Equity and 10% (or $14 billion) of the Global Fixed Income portfolios (that) derive 

revenue from Russian and/or Belarus…(and the requirement that CalPERS) 

research, analyze, and engage, over 3,000 affected companies and then assess and 

monitor whether these companies have taken and are making progress on 

‘substantial action’.”  

 

  

 

Prepared by: Glenn Miles / L., P.E. & R. / (916) 651-1556 

5/23/22 14:32:09 

****  END  **** 
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