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Florida Senate - 2016 SB 7028

By the Committee on Governmental Oversight and Accountability

585-01300-16 20167028
A bill to be entitled

An act relating to the State Board of Administration;
amending s. 215.473, F.S.; redefining the term “public
fund”; defining the term “board”; requiring the board,
rather than the public fund, to maintain a list of
certain scrutinized companies rather than assembling
the list by a certain time; clarifying provisions;
deleting a condition that may no longer be used by the
board in scrutinizing companies, relating to a
specified declaration; requiring the board to monitor
certain events and make specified reports at certain
meetings of trustees; conforming provisions to changes

made by the act; providing an effective date.
Be It Enacted by the Legislature of the State of Florida:

Section 1. Present paragraphs (b) through (x) of subsection
(1) of section 215.473, Florida Statutes, are redesignated as
paragraphs (c) through (y), respectively, present paragraph (r)
of that subsection is amended, a new paragraph (b) is added to
that subsection, and subsections (2) through (7) of that section
are amended, to read:

215.473 Divestiture by the State Board of Administration;
Sudan; Iran.—
) DEFINITIONS.—As used in this section, the term:
)

“Board” means the State Board of Administration.

(1
(b
s)+xr “Public fund” means all funds+ assets of the Florida

Retirement System held by—trustee;—and—other designates—under

the State Board of Administration in its capacity as a fiduciary
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pursuant to chapter 121.

(2) IDENTIFICATION OF COMPANIES.—

(a) WithinS90—days—after Juone 820867 The board publtie

fund shall make its best efforts to identify all scrutinized

companies in which the public fund has direct or indirect
holdings or could possibly have such holdings in the future.
Such efforts include:

1. Reviewing and relying, as appropriate in the board’s
pubtie—fundls judgment, on publicly available information
regarding companies having business operations in Sudan,
including information provided by nonprofit organizations,
research firms, international organizations, and government
entities;

2. Contacting asset managers contracted by the board pubiie
fund which invest in companies having business operations in
Sudan;

3. Contacting other institutional investors that have
divested from or engaged with companies that have business
operations in Sudan; or

4. Reviewing the laws of the United States regarding the
levels of business activity that would cause application of
sanctions for companies conducting business or investing in

countries that are designated state sponsors of terror.

(b) Rxz +h £1 a0t + 1 £ + 1 N1l 2~ Faan A L AT ] Az N~
J._J_Y CTIT T 110 C TIT L,_Lll\j A\ = CTIT tJL/lJ\J_L_L\/ NN NAw 5 _LU_L_LUVV_Lll\j LSS i ey
SO0—dayperiod—deseribedinparagraph—+{a)r+ The board publie—fund

shall maintain a list of assembte all scrutinized companies that

fit criteria specified in subparagraphs (1) (v)1l., 2., and 3.

labeled the It —+2-——and3—3nte—= “Scrutinized Companies

with Activities in Sudan List” and a list of all scrutinized
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companies that fit criteria specified in subparagraph (1) (v)4.

labeled the B4 -—3Fnte—a “Scrutinized Companies with

H

Activities in the Iran Petroleum Energy Sector List.”

(c) The board pubtie—Funa shall update and make publicly
available quarterly the Scrutinized Companies with Activities in
Sudan List and the Scrutinized Companies with Activities in the
Iran Petroleum Energy Sector List based on evolving information

from, among other sources, those listed in paragraph (a).

(d) Notwithstanding the—preovisiens—ef this section, a
social-development company that is not complicit in the Darfur
genocide 1s not considered a scrutinized company under
subparagraph (1) (v)1l. +3Hr+-, subparagraph (1) (v)2. 2=,
or subparagraph (1) (v)3. 3~

(3) REQUIRED ACTIONS.—The board pubdtie—fund shall adhere to

the following procedure for assembling companies on the
Scrutinized Companies with Activities in Sudan List and the
Scrutinized Companies with Activities in the Iran Petroleum
Energy Sector List:

(a) Engagement.—

1. The board pubtie—Ffurd shall immediately determine the
companies on the Scrutinized Companies with Activities in Sudan
List and the Scrutinized Companies with Activities in the Iran
Petroleum Energy Sector List in which the public fund owns
direct or indirect holdings.

2. For each company identified in this paragraph that has

only inactive business operations, the board pubtie—fund shall
send a written notice informing the company of this act and
encouraging it to continue to refrain from initiating active

business operations in Sudan or Iran until it is able to avoid
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scrutinized business operations. The board pubtie—fund shall

continue such correspondence semiannually.
3. For each company newly identified under this paragraph
which #hat has active business operations, the board publtie—fund

shall send a written notice informing the company of its
scrutinized company status and that it may become subject to
divestment by the public fund. The notice must inform the
company of the opportunity to clarify its Sudan-related or Iran-
related activities and encourage the company—within—90—dayss+ to
cease its scrutinized business operations or convert such

operations to inactive business operations within 90 days in

order to avoid qualifying for divestment by the public fund.

4. If, within 90 days after the board’'s publie—fundls first
engagement with a company pursuant to this paragraph, that
company ceases scrutinized business operations, the company
shall be removed from the Scrutinized Companies with Activities
in Sudan List and the Scrutinized Companies with Activities in
the Iran Petroleum Energy Sector List, and the provisions of
this act shall cease to apply to that company unless that
company resumes scrutinized business operations. If, within 90
days after the board’'s pukbtie—Ffundls first engagement, the
company converts its scrutinized active business operations to
inactive business operations, the company is subject to all
provisions relating to inactive business operations. A company
may be removed from one list but remain on the other list, in
which case the company shall be subject to the provisions
applicable to the list on which the company remains.

(b) Divestment.—

1. If, after 90 days following the board’s pubtie—Ffundls
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first engagement with a company pursuant to paragraph (a), the
company continues to have scrutinized active business
operations, and only while such company continues to have
scrutinized active business operations, the board pubiie—Ffund
shall sell, redeem, divest, or withdraw all publicly traded
securities of the company, except as provided in paragraph (d),
from the public fund fundls—assets—under—management within 12
months after the company’s most recent appearance on the
Scrutinized Companies with Activities in Sudan List or on the
Scrutinized Companies with Activities in the Iran Petroleum
Energy Sector List.

2. If a company that ceased scrutinized active business
operations following engagement pursuant to paragraph (a)
resumes such operations, this paragraph immediately applies, and
the board pubd+ie—Fund shall send a written notice to the
company. The company shall also be immediately reintroduced onto
the Scrutinized Companies with Activities in Sudan List or on
the Scrutinized Companies with Activities in the Iran Petroleum
Energy Sector List, as applicable.

(c) Prohibition.—The board pubdiie—Ffund may not acquire, on

Al

behalf of the public fund, securities of companies on the

Scrutinized Companies with Activities in Sudan List or the
Scrutinized Companies with Activities in the Iran Petroleum
Energy Sector List that have active business operations, except
as provided in paragraph (d).

(d) Exemption.—A company that the United States Government
affirmatively declares to be excluded from its present or any
future federal sanctions regime relating to Sudan or Iran is not

subject to divestment or the investment prohibition pursuant to
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paragraphs (b) and (c).

(e) Excluded securities.—

1. Notwithstanding the—provisiens—ef this section,
paragraphs (b) and (c) do not apply to indirect holdings in
actively managed investment funds. However, the board pubiie
fund shall submit letters to the managers of such investment
funds containing companies that have scrutinized active business
operations requesting that they consider removing such companies
from the fund or create a similar actively managed fund having
indirect holdings devoid of such companies. If the manager

creates a similar fund, the board, on behalf of the public fund,

shall replace all applicable investments with investments in the
similar fund in an expedited timeframe consistent with prudent
investing standards. For the purposes of this section, a private

equity fund is deemed to be an actively managed investment fund.

2. Notwithstanding £he—proevisiens—ef this section,
paragraphs (b) and (c) do not apply to exchange-traded funds.

(f) Further exclusions.—Notwithstanding any other provision
of this act, the board publie—Ffund, when discharging its
responsibility for operation of a defined contribution plan,
shall engage the manager of the investment offerings in such
plans requesting that they consider removing scrutinized
companies from the investment offerings or create an alternative
investment offering devoid of scrutinized companies. If the

manager creates an alternative investment offering and the

offering is deemed by the board publie—fund to be consistent
with prudent investor standards, the board peblie—fund shall
consider including such investment offering in the plan.

(4) REPORTING.—
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(a) The board publtie—Ffund shall file a report with each

member of its +he Board of Trustees of+the State Beardof
Administratien, the President of the Senate, and the Speaker of

the House of Representatives which £hkat includes the Scrutinized

Companies with Activities in Sudan List and the Scrutinized
Companies with Activities in the Iran Petroleum Energy Sector
List within 30 days after the list is created. This report shall
be made available to the public.

(b) At each quarterly meeting of the Board of Trustees
thereafter, the board publiie—Fund shall file a report regarding
the public fund, which shall be made available to the public and

to each member of its £he Board of Trustees of—+theState Board

£

7\
O~

7, the President of the Senate, and the Speaker

of the House of Representatives, and send a copy of that report
to the United States Presidential Special Envoy to Sudan and the
United States Presidential Special Envoy to Iran, or an
appropriate designee or successor, which includes:

1. A summary of correspondence with companies engaged by
the board on behalf of the public fund under subparagraphs
(3) (a)2. and 3.;

2. All investments sold, redeemed, divested, or withdrawn

in compliance with paragraph (3) (b);
3. All prohibited investments under paragraph (3) (c);
4. Any progress made under paragraph (3) (e); and

5. A list of all publicly traded securities held directly

by the public fund £his—state

(5) EXPIRATION.—This section expires upon the occurrence of
all of the following:

(a) If any of the following occurs eeewr, the board may
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shatd no longer scrutinize companies according to

(ORI

=N

a1 1o
o=

subparagraphs (1) (v)1. 4+, 2., and 3. and may shatd: no

11
T

longer assemble the Scrutinized Companies with Activities in
Sudan List, shall cease engagement and divestment of such
companies, and may reinvest in such companies if such companies
do not satisfy the criteria for inclusion in the Scrutinized
Companies with Activities in the Iran Petroleum Energy Sector
List:

1. The Congress or President of the United States+
affirmatively and unambiguously states, by means including, but
not limited to, legislation, executive order, or written
certification from the President to Congress, that the Darfur
genocide has been halted for at least 12 months;

2. The United States revokes all sanctions imposed against
the government of Sudan;

3. The Congress or President of the United States
affirmatively and unambiguously states, by means including, but
not limited to, legislation, executive order, or written
certification from the President to Congress, that the
government of Sudan has honored its commitments to cease attacks
on civilians, demobilize and demilitarize the Janjaweed and
associated militias, grant free and unfettered access for
deliveries of humanitarian assistance, and allow for the safe
and voluntary return of refugees and internally displaced
persons; or

4. The Congress or President of the United States
affirmatively and unambiguously states, by means including, but
not limited to, legislation, executive order, or written

certification from the President to Congress, that mandatory
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233 divestment of the type provided for in this section interferes
234| with the conduct of United States foreign policy.
235 (b) If either amy of the following occurs eeew¥r, the board
236| may pubiie—fund—shaltt no longer scrutinize companies according
237 to subparagraph (1) (v)4., may +Hr4-—-and—shatdt no longer

238 assemble the Scrutinized Companies with Activities in the Iran

239 Petroleum Energy Sector List, and shall cease engagement,

240 investment prohibitions, and divestment :-—The—public—fundmay
241 reinvestin such companies—i+f such companiesdeo—notsatisfythe
242 eriteria—forinelusion—in—+the Serutinized Companies—with

243| AetivitiesinSudanListEr

244 1. The Congress or President of the United States

245 affirmatively and unambiguously states, by means including, but
246 not limited to, legislation, executive order, or written

247 certification from the President to Congress, that the

248 government of Iran has ceased to acquire weapons of mass

249| destruction and support international terrorism; or

250 2. The United States revokes all sanctions imposed against

251 the government of Irans—er

252 2 T Canocorraa o v Droacardant £ + 1 TTrn g + A Q4+ 4 o
. [ N o N ) b\Jll\j.‘LCQQ A\ - [L I S NI S W B S i R O T OTTI T T D T C T T TO
255 &
9
256 Aizactmant £ o+ N S D Y N, R ey Ut [ - s
OV OO0 T TIT O A\ - CTITCT b_YtJC tJ_LUV_L\J.C\J. i S Y CIT 1O oo O CIUIT TTTCCOC T T T 1T OO
257 S N N condirat £ TTpmadt o Qb Lo T
W ITCTT T A\ I AW B & B Wy w A\ - W i e By L W W T C T T TO _LU_LC_L\jll tJU_L_L\/_Y

259| The board, on behalf of the public fund, may reinvest in such

260 companies if such companies do not satisfy the criteria for

261 inclusion in the Scrutinized Companies with Activities in Sudan
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List. The board, acting as a fiduciary in accordance with s.

215.47(10), shall monitor events relating to subparagraphs 1.

and 2., and, upon finding that the conditions in subparagraph 1.

or subparagraph 2. have occurred, the board shall report such

finding at a gquarterly meeting of its trustees. At each

quarterly meeting of the trustees, the board shall report on the

status of events relating to subparagraphs 1. and 2.
(6) INVESTMENT POLICY STATEMENT OBLIGATIONS.—The board’s
pubtie—fundls actions taken in compliance with this act,

including all good faith determinations regarding companies as
required by this act, shall be adopted and incorporated into the
public fund’s investment policy statement +the—FPS) as provided
set—ferth in s. 215.475.

(7) REINVESTMENT IN CERTAIN COMPANIES HAVING SCRUTINIZED
ACTIVE BUSINESS OPERATIONS.—Notwithstanding any other provision
of this act to the contrary, the public fund may cease divesting
from certain scrutinized companies pursuant to paragraph (3) (b)
or reinvest in certain scrutinized companies from which it
divested pursuant to paragraph (3) (b) if clear and convincing
evidence shows that the value of all assets of undermanagement
by the public fund becomes equal to or less than 99.50 percent,
or 50 basis points, of the hypothetical value of all assets of
undermanagemernt—by the public fund assuming no divestment for
any company had occurred under paragraph (3) (b). Cessation of
divestment, reinvestment, or any subsequent ongoing investment
authorized by this act is limited to the minimum steps necessary
to avoid the contingency set forth in this subsection or that no
divestment of any company is required for less than fair value.

For any cessation of divestment, reinvestment, or subsequent
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ongoing investment authorized by this act, the board puktie

(&)}

7028
£

11 A
jesnaws

shall provide a written report to each member of its +he Board

of Trustees eof+the State Boardof Administration, the President

of the Senate, and the Speaker of the House of Representatives
in advance of initial reinvestment, updated semiannually
thereafter as applicable, setting forth the reasons and
justification, supported by clear and convincing evidence, for
its decisions to cease divestment, reinvest, or remain invested
in companies having scrutinized active business operations. This
act does not apply to reinvestment in companies on the grounds
that they have ceased to have scrutinized active business
operations.

Section 2. This act shall take effect July 1, 2016.
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