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Due to the COVID-19 Pandemic and the unprecedented nature of the 2022 

Legislative Session, all Senate Policy Committees are working under a compressed 

timeline.  This timeline does not allow this bill to be referred and heard by more 

than two committees, as a typical timeline would allow.  In order to fully vet the 

contents of this measure for the benefit of Senators and the public, this analysis 

includes information from the Senate Judiciary Committee. 

 

SUBJECT: Prohibited investments and contracts:  Russia and Belarus 

 

 

DIGEST:    This bill prohibits all public boards (board) subject to the Public 

Employee’s Pension Reform Act from investing public employee retirement funds 

in a company with business operations in Russia or Belarus, as specified.  

Additionally, the bill prohibits the California State Controller (Controller) from 

making additional or new investments in any investment vehicle in the government 

of Russia or government of Belarus or in or from a Russian or Belarusian Financial 

institution currently under sanctions imposed by the United States.  Furthermore, 

the bill prohibits a state agency from making additional or renewing an existing 

investment in any investment vehicle in the government of Russia or the 

government of Belarus or from a Russian or Belarusian financial institution 

currently under sanctions imposed by the United States.  Finally, the bill provides 

that any company that conducts business with the government of Russia or the 

Government of Belarus shall not be eligible to submit a proposal for a contract 

with a state agency for goods or services, as specified.  

 

ANALYSIS: 

 

Existing law: 

 

1) Gives the Legislature authority 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 required of a 

retirement board pursuant to this section. 
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2) Provides that California’s public pension boards have plenary authority and 

fiduciary responsibility for the investment of monies and administration of the 

system. 

 

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 and defraying reasonable expenses of administrating the system. 

 

4) Requires pension board members to diversify the investments of the system so 

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

circumstances are clearly not prudent to do so. 

 

5) Prohibits the California Public Employees’ Retirement System (CalPERS) and 

the California State Teacher’s Retirement System (CalSTRS) from making or 

holding certain investments in Iran, Sudan, Turkey, in businesses against Israel 

related to the Arab Boycott of Israel, and in thermal coal companies. 

 

6) Requires the Controller to superintend the fiscal concerns of the state and audit 

all claims against the state, as specified. 

 

7) Makes the Controller responsible for keeping all accounts in which the State is 

interested and keep a separate account under the head of each specific 

appropriation, showing at all times the undisbursed balance of the 

appropriations. 

 

8) 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. 

 

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

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

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

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

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

company, as specified.  

 

10) Prohibits state funds from being used to reimburse a state contractor for costs 

incurred to assist, promote, or deter union organizing, as specified. 
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11) Authorizes state agencies to contract for goods information technology, or 

services with certain suppliers, as specified.  

 

This bill: 

 

1) Prohibits all public pension boards subject to the Public Employee’s Pension 

Reform Act from investing public employees retirement funds, as specified, in a 

company with business operations in Russia or Belarus that meets any of the 

following criteria: 

 

a) The company is engaged in active business operations in Russia or Belarus. 

b) The company is engaged in oil-related activities or energy or power-related 

operations, or contracts with another company with business operations in 

the oil, energy, and power sectors of Russia or Belarus, and the company 

failed to take substantial action related to the aggressor countries’ invasion 

of Ukraine. 

c) The company has demonstrated complicity in the Russian invasion of 

Ukraine.  

d) The company supplies military equipment to Russia or to Belarus. 

 

2) Requires the board to contract with a research firm to determine those 

companies that have business operations in the aggressor countries, as 

specified.  The bill requires, one month after the provisions of this bill are 

chaptered, those firms to report any findings to the board.   

 

3) Requires the board to take all of the following actions no later than one month 

after this bill is chaptered: 

 

a) Review publicly available information regarding companies with business 

operations in the aggressor countries. 

b) Contact other institutional investors that invest in companies with business 

operations in the aggressor countries.  

c) Send written notice to a company with business operations in the aggressor 

countries that the company may be subject to the provisions of this bill. 

 

4) Requires the board to determine, by its next applicable board meetings, and 

based on the information and reports from the research firms and its internal 

reviews, whether a company meets the bill’s criteria for having business 

operations in the aggressor countries, as specified.  

 

5) Defines the substantial action a company can take to mitigate its business 

operations in the aggressor counties as a boycott of the aggressor countries; 
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curtailing of business in those countries until the aggressor countries halt the 

invasion and occupation of Ukraine or until the United States revokes all 

sanctions against the aggressor countries, as specified; selling company assets, 

equipment, or real and personal property located in the aggressor countries; or 

undertaking significant humanitarian efforts in Ukraine.  

 

6)  Provides that a company that fails to complete substantial action, as specified, 

the board shall take the following actions: 

 

a) The board shall not make additional or new investments or renew existing 

investments in that company.  

b) The board shall liquidate the investments of the board in that company no 

later than six months after this bill applies to that company, as specified. 

 

7) Requires the board, on or before January 1, 2023, and every year thereafter, to 

file a report with the Legislature that describes, among other things, all of the 

following: 

 

a) A list of investments the board has in companies with business operations in 

Russia or Belarus. 

b) A detailed summary of the business operations a company has in Russia and 

Belarus and whether that company satisfies all of the criteria of this bill. 

c) Whether the board has reduced its investments in the company as prescribed 

by this bill. 

d) If that board has not completely reduced its investments in a company, when 

the board anticipates that the board will reduce all investments in that 

company or the reasons why a sale or transfer of investments is inconsistent 

with the fiduciary responsibilities of the board as described in the California 

Constitution. 

e) A detailed summary of investments that were transferred to funds or 

accounts devoid of companies with business operations in Russia or Belarus 

or with a sanctioned person.  

 

8) Provides that if the board voluntarily sells or transfers all of its investments in a 

company with business operations in Russia or Belarus or with a sanctioned 

person, the provisions of this bill shall not apply except that the board shall file 

a report to the Legislature related to that company.  

 

9) Provides that this bill does not require the board to take action unless the board 

determines, in good faith, that the action described by this bill is consistent with 

the fiduciary responsibilities of the board as described in the California 

Constitution. 
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10) Provides that provisions of this bill shall not apply to any of 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. 

 

11) Defines “aggressor countries” to mean Russia and Belarus. 

 

12) Defines “business operations” to mean maintaining, selling, or leasing 

equipment, facilities, personnel, or any other apparatus of business or 

commerce in the aggressor countries, including the ownership or possession of 

real or personal property located in Russia or Belarus.  

 

13) Defines “company” to mean 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 a company owned or controlled, directly or indirectly, by the 

government of Russia or Belarus, or by a sanctioned person. 

 

14) Defines “sanctioned person” to mean any individual or entity subject to 

sanctions imposed by the United State government arising out of Russia’s 

invasion of Ukraine as initiated on or after February 24, 2022. 

 

15) Defines “substantial action” to mean a boycott of the aggressor countries, 

curtailing business in those countries, as specified, selling company assets, 

equipment, or and personal property located in the aggressor countries, or 

undertaking significant humanitarian efforts in Ukraine.  

 

16) Provides that the above mentioned provisions shall remain in effect until one of 

the following occurs: 

 

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

determined by the U.S. Department of State. 

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

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

Ukraine.  

 

17) Prohibits the Controller from making additional or new investment in any 

investment vehicle in the government of Russia or the government of Belarus, 

as specified. 
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18) Prohibits the Controller 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 State.  

 

19) Provides that this bill does not require the Controller to take action as described 

in this bill unless the Controller determines in good faith that the action 

described in this section is consistent with the Controller’s fiduciary 

responsibilities.  

 

20) Provides that the provisions of this bill related to the Controller shall remain in 

effect only until one of the following occurs: 

 

a) Russia and Belarus halt the invasion and occupation of Ukraine as 

determined by the U.S. Department of State. 

b) The Unites States revokes all sanctions against Russia and Belarus imposed 

because of its participation in the February 24, 2022, invasion of Ukraine.  

 

21) Prohibits a state agency from making additional or new investment or renew an 

existing investment, as specified, in any investment vehicle in the government 

of Russia of the Government of Belarus, as specified. 

 

22) Prohibits a state agency from making additional or new investment or renew an 

existing investment of state moneys in any investment vehicle in or from a 

Russian or Belarusian financial institution currently under sanctions imposed by 

the United States. 

 

23) Requires a state agency, within one year of this bill being chaptered, to file a 

report with the Legislature and with the Governor, that shall include all of the 

following: 

 

a) A list of any investment vehicle of which the state agency has liquidated its 

investments. 

b) A list of any investment vehicle in the government of Russia or the 

government of Belarus or in or from a Russian or Belarusian financial 

institution of which the state agency has not liquidated its investment as a 

result of a determination made that a sale or transfer of that investment is 

inconsistent with the fiduciary responsibilities of the state agency. 

 

24) Provides that this bill does not require a state agency to take action unless the 

state agency determines in good faith that the action described in this bill is 

consistent with the fiduciary responsibilities of the state agency. 
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25) Provides that before an extension of the operation of the provisions related to 

state agencies, the state agency shall 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.  The state 

agency shall submit, three years after this bill is chaptered, a report on the merit 

of continuing the prescribed divestment action. 

 

26) Provides that the Legislature hereby urges any company operating in California 

to divest and separate themselves from the government of Russia, Russian 

financial institutions, Russian businesses, the government of Belarus, 

Belarusian financial institutions, and Belarusian businesses.  

 

27) Provides that the Legislature hereby urges the Regents of the University of 

California to divest and separate themselves and the University of California 

from the government of Russia, Russian financial institutions, and Russian 

businesses, the government of Belarus, Belarusian financial institutions, and 

Belarusian businesses. 

 

28) Provides that the above described provisions on state agencies shall remain in 

effect until one of the following occurs: 

 

a) Russia and Belarus halt the invasion and occupation of Ukraine as 

determined by the U.S. Department of State. 

b) The United State revokes all sanctions against Russia and Belarus imposed 

because of its participation in the February 24, 2022, invasion of Russia.  

 

29) States that a scrutinized company, which is defined as a company that conducts 

business with the government of Russia or government of Belarus, is ineligible 

to, and shall not bid on or submit a proposal for a contract with a state agency 

for goods or services. 

 

30) Authorizes DGS 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 interest 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 good or services. 

 

31) Requires a state agency to require 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 a business activities or other operations outside of 
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the United States, to certify that the company is not a scrutinized company, as 

specified. 

 

32) Specifies that if DGS determines that a company has submitted a false 

certification, the company shall 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 $250,000 or twice the amount of the contract for which a bid or 

proposal was submitted. 

b) The state agency or DGS 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.  

 

33) Requires DGS to report to the Attorney General the name of the company that 

DGS determined submitted a false certification, as specified.  The company 

shall pay all costs and fees the plaintiff incurred in a civil action, as specified. 

 

34) Provides that the provisions related to DGS shall remain until one of the 

following occurs: 

 

a) Russia or Belarus halts the invasion and occupation of Ukraine as 

determined by the U.S. Department of State. 

b) The United States revokes all sanctions against Russia imposed because of 

its participation in the February 24, 2022, invasion of Ukraine 

 

35) Includes an Urgency Clause. 

 

36) Makes various legislative findings. 

 

Background 

 

Purpose of the bill.  According to the author’s office, “while the Federal 

Government has taken swift and aggressive action advancing unprecedented 

sanctions against Russia and its leaders, California is the world’s fifth largest 

economy and enhanced action taken by the State could help the people of Ukraine 

by putting additional financial pressure on the already beaten-up Russian economy. 

It’s believed California has Russian investments approaching $2 billion, primarily 

in its pension funds.  At this point, there can be no excuse to invest in and support 

Putin, his oligarchs, and the Russian economy. Russia’s economy, not even in the 

top 10 of world economies, is one of their big pressure points, and California 

should use its power to exert influence where it can.”  
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The Author’s office also argues that, “SB 1328 requires public pensions systems – 

including the two largest in America, CalSTRS and CalPERS – to divest from 

Russian and Belarusian assets and companies. SB 1328 also asks private 

companies based in California to divest their investments in the Russian economy.  

In addition, the legislation would block the awarding of state contracts to any 

company that is conducting business with Russia.” 

 

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

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

launched an unprovoked invasion of the sovereign nation of Ukraine.  For months, 

United States President Joe Biden and other top U.S. officials warned of Russia’s 

military buildup on Ukraine’s borders and engaged in numerous diplomatic efforts 

to alter Russian President Putin’s threat of force and subsequent act of war.  

 

While calling for a solution through diplomacy, President Biden made it clear that 

the United States’ response to any aggression by Russia against Ukraine would be 

swift and forceful and would focus on economic response.  Following the invasion, 

the United States, in partnership with numerous allies, began a number of sanctions 

that quickly evolved into the most comprehensive set of multilateral economic 

sanctions ever applied to a major global economy. 

 

Some of the biggest economic sanctions have included: western countries freezing 

the assets of Russia’s central bank, to stop it from using its $630bn of foreign 

currency reserves, the United States banning all Russian and oil gas imports, the 

United States and its European allies imposing sanctions on hundreds of members 

of the Russian region, and wealthy business leaders known as oligarchs, who are 

considered close to the Kremlin, plus countless other economic sanctions.  

 

These economic sanctions have yet to deter President Putting from reversing 

course on the invasion, however as the consequences for the Russian people 

become more severe, the United States and its allies hope that they can result in a 

change in Putin’s plan, or a change in leadership. 

 

The invasion of Ukraine is the largest military assault on an European state since 

World War II and has resulted in the largest refugee crisis since that war, with over 

3.5 million Ukrainians fleeing the country.  According to the Office of UN High 

Commissioner for Human Rights, as of March 20, 2022, 902 civilians have been 

killed and another 1,459 have been wounded.  The office warns however that the 

actual number is likely to be considerably higher.  

 

Public Pension Divestments.  The bill prohibits the boards subject to the Public 

Employee’s Pension Reform Act from investing public employee retirement funds 
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in a company with business operations in Russia or Belarus or a company that 

supplies military equipment to Russia or Belarus.  In addition, the bill requires 

these boards to contract with research firms to determine those companies with 

business operations in those countries, and for these boards to conduct their own 

review of companies with business operations in those countries. 

 

If the board determines that a company has business operations in Russia or 

Belarus or supplies military equipment to those countries, the board must request 

that substantial action must be taken to cease such operations.  If the company fails 

to complete such action, the bill would prohibit the board from making additional 

or new investment in that company, and to liquidate the investment of the board in 

that company.   

 

State Controller Provisions. The bill would prohibit the Controller from making 

additional investments or renewing existing investment in any investment vehicle 

in the government of Russia  or the government of Belarus or in any investment 

vehicle from a Russian or Belarusian financial institution currently under sanctions 

imposed by the United States.  Similar to other provisions in the bill, the Controller 

is only required to follow the provisions of this bill if the Controller determines in 

good faith that the action is consistent with the Controller’s fiduciary 

responsibilities.  

 

Russian Divestment Act. This bill prohibits a state agency from making additional 

investments or renewing any existing investment in any investment vehicle in the 

government of Russia or the government of Belarus or in any investment vehicle in 

or from a Russian financial institution currently under sanctions imposed by the 

United States, as specified. 

 

The bill also request any company doing business in California to report their 

investments in and contracts with the government of Russia, Russian financial 

institutions, Russian businesses, government of Belarus, Belarusian financial 

institutions, and Belarusian business, and to the Secretary of State within six month 

of this bill being chaptered.   

 

Russian Contracting Act.  In order to block the awarding of state contracts to any 

company that is conducting business with Russia, this bill would prohibit any 

company that conducts business with the government of Russia from being eligible 

to bid or submit a proposal for a contract with a state agency for goods and 

services.   The bill requires state agencies to require any company that has done 

business outside of the United States in the past three years to certify that they have 

not conducted business with the government of Russia.  
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If DGS determines that a company has submitted a false certification that company 

would be liable for a civil penalty up to $250,000 or twice the amount of the 

contract.  In addition, that company would be ineligible from bidding on a state 

contract for a period of no less than three years.  

 

The bill does provide DGS the authority to authorize a company that has conducted 

business with the government of Russia, on a case-by-case basis, to bid or submit a 

proposal for a contract, if DGS determines it is in the best interest of the state.  

 

Senate Judiciary Committee Comments.  This bill touches upon various issues 

within the jurisdiction of the Senate Judiciary Committee, including constitutional 

issues.  The California Constitution provides that the Legislature may 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 required of a retirement board pursuant to the 

Constitution.  (Cal. Const., art. XVI, § 17 (g).)  While this bill does authorize the 

termination of investments of public employee retirement funds in any investment 

vehicle in a company with business operations in Russia or Belarus or a company 

that supplies military equipment to Russia or Belarus, this bill also contains a 

provision that provides that nothing in the bill requires a board to divest unless the 

board determines in good faith that divesting is consistent with the fiduciary 

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

California Constitution. 

 

Prior/Related Legislation 

 

SB 1193 (Gonzalez, 2022) would prohibit 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 or on before July 1, 2027.  (Pending in the 

Senate Labor, Public Employment and Retirement Committee) 

 

AB 1320 (Nazarian, Chapter 459 Statutes of 2019)  prohibits CalPERS and 

CalSTRS from making or renewing investments in any investment vehicle owned 

or issued by the government of Turkey and requires them to liquidate certain 

investments following federal action, as specified. 

 

SB 33 (Bonta, 2019) would have required CalPERS and CalSTRS to divest from 

private prison companies, from making new or renewing existing investments in 

such companies, and to constructively engage with private prison companies to 

establish whether the companies are transitioning their business model to another 
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industry, among other provisions.  (Failed passage in the Assembly Public 

Employees, Retirement, and Social Security Committee)  

 

SB 459  (Portantino, 2018) would have required CalPERS to adopt an investment 

policy for retailers or wholesalers of banned weapons; engage those sellers, 

exercise proxy votes if engagement is unsuccessful; and, divest form those 

companies if engagement and the exercise of proxy votes are unsuccessful, among 

other provisions.  (Never heard in the Assembly Public Employees, Retirement, 

and Social Security Committee)  

 

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

SUPPORT:   
 

California Newspapers Association 

California Climate Reality Coalition 

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 

Stand.earth 

Sonoma Clean Power 

350 Conejo/San Fernando Valley 

350 Riverside 

350 Sacramento Legislative Team 

350 Silicon Valley 

350 South Bay Los Angeles 

350 Ventura County Climate Hub 

 

OPPOSITION: 
 

None received 

 

ARGUMENTS IN SUPPORT:    According to the California Newspapers 

Association (CNPA), “[SB 1328] would prohibit investment in a company that 

supplies military equipment to Russia or Belarus on top of prohibiting the 
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Controller from making additional, new, or renewing investments of state moneys 

in any investment vehicle in the government of Russia that meets certain condition.  

As the world’s fifth largest economy, California must take swift action to help the 

people of Ukraine by putting additional financial pressure on the Russian 

economy.  CNPA stands in solidarity with the people of Ukraine and supports the 

hard-working journalist reporting on the war, especially those on the grounds of 

Ukraine, who are risking their lives to deliver the news when we need it the most.” 

 

TRIPLE-REFERRED:  Senate Labor, Public Employment, & Retirement 

Committee (5-0), Senate Governmental Organization Committee, and Senate 

Judiciary Committee.  


