
 
 

                                         Item #12-6-9 
Board of  Directors Act ion 

May 14, 2012 
 
Consideration of SB 955 
 
Issue:  Should SACOG support state legislation to authorize public retirement systems to 
prioritize investments in in-state infrastructure projects over comparable out-of-state 
infrastructure projects? 
 
Recommendation:  Staff is recommending that the SACOG Board of Directors support Senate 
Bill 955 (Pavley and Rubio) to authorize public retirement systems to prioritize investments in 
in-state infrastructure projects over comparable out-of-state projects if they meet certain 
criteria.  
 
Discussion: At the Government Relations & Public Affairs Committee, Director Saylor asked 
that the Board consider support of this bill.  State law establishes various public retirement 
systems, including the Public Employees’ Retirement System (PERS), the State Teachers’ 
Retirement System (SRTS), the Judges’ Retirement System II, and county retirement systems. 
The California Constitution gives the board of each system sole authority to make investment 
decisions. Existing state law prohibits public retirement systems from making certain 
investments. This bill would authorize these boards to prioritize in-state projects when 
investing in public and private infrastructure, including transportation, energy, natural 
resources, utilities, water, communications, and other social support services.  
 
Specifically, SB 955 would encourage these boards to invest in in-state infrastructure projects 
over alternative out-of-state infrastructure projects if the investments are consistent with their 
standards to maximize the rate of return and minimize the risk of loss. This authorization 
would encourage PERS and STRS in particular to direct their infrastructure investments to 
California projects. Over the past 11 years, PERS has directed approximately 10 percent of its 
investments fund to California-based investments. In 2007, PERS began an infrastructure 
investment program. In 2011, PERS announced plans to invest approximately $800 million in 
infrastructure projects, with up to 20 percent for projects in California. Earlier this year, STRS 
announced plans to invest up to $500 million in infrastructure projects. 
 
Encouraging in-state infrastructure investments may increase opportunities for financing 
projects in the Metropolitan Transportation Plan/Sustainable Communities Strategy 
(MTP/SCS) as well as supportive public and private infrastructure. As SACOG continues to 
work with local jurisdictions and their community partners to identify opportunities to 
accelerate development in Transit Priority Areas, financing continues to be a barrier. Staff 
recommends support of SB 955, as it represents opportunity to increase financing options, 
create jobs, and implement the MTP/SCS.   
 
 
 
 
 



 
 
The bill has unanimously passed the Senate and is awaiting a hearing before the Assembly 
Public Employee & Retirement Committee. The bill has no stated opposition. Legislative 
analysis for SB 955 indicates no state fiscal impact. 
 
Approved by: 
 
 
Mike McKeever 
Chief Executive Officer 
 
MM:EJ:gg 
 
Attachment 
 
Key Staff:  Kirk Trost, Chief Operating Officer/General Counsel, (916) 340-6210 
        Rebecca Sloan, Director of External Affairs & Member Services, (916) 340-6224 
                   Erik Johnson, Government & Media Affairs Coordinator, (916) 340-6247 
 
S:\SACOG\Board\BRDPCKTS\2012 Packets\May\9-SB 955.docx 



AMENDED IN SENATE MARCH 29, 2012

SENATE BILL  No. 955
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Introduced by Senators Pavley and Rubio
(Principal coauthor: Assembly Member Alejo)

(Coauthor: Senator DeSaulnier)
(Coauthors: Assembly Members Ammiano, Blumenfield, Perea, Solorio,

Wieckowski, and Williams)

January 5, 2012
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An act to add Section 20211 7514.2 to the Government Code, relating
to public employees’ retirement.

legislative counsel’s digest

SB 955, as amended, Pavley. Public Employees’ Retirement System:
employees’ retirement: pension fund management.

Existing law establishes various public retirement systems, including,
among others, the Public Employees’ Retirement System (PERS), the
State Teachers’ Retirement System (STRS), the Judges’ Retirement
System II, and various county retirement systems pursuant to the County
Employees Retirement Law of 1937. These systems provide defined
pension benefits to public employees based on age, service credit, and
final compensation. The California Constitution confers upon the
retirement boards of public retirement systems plenary authority and
fiduciary responsibility for the investment of moneys of those systems.

The Public Employees’ Retirement Law creates the Public Employees’
Retirement Fund, which is a trust fund created and administered solely
for the benefit of the members and retired members of the Public
Employees’ Retirement System and their survivors and beneficiaries.
The Board of Administration of the Public Employees’ Retirement
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System has the exclusive control of the administration and investment
of moneys in the retirement fund.

This bill would require the board authorize these public retirement
system boards, consistent with their fiduciary duties and the standard
for prudent investment, to prioritize an investment in an in-state
infrastructure project over alternative a comparable out-of-state
infrastructure projects if the investment in the in-state project is
consistent with the board’s fiduciary duties to minimize the risk of loss
and to maximize the rate of return project.

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

The people of the State of California do enact as follows:
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SECTION 1. (a)  The Legislature finds and declares all of the
following:

(1)  Due to the current economic recession in which the residents
of the state and the nation as a whole find themselves, infrastructure
investment represents a significant opportunity to spur job growth
while improving California’s infrastructure, which is important to
maintain business competitiveness.

(2)  While California may be emerging from the recession, over
2,000,000 Californians remain unemployed.

(3)  Investments in infrastructure can provide much needed
employment opportunities for Californians struggling to find work,
as well as provide a steady rate of return for investment funds that
invest in those projects.

(4)  The California Public Employees’ Retirement System
(CalPERS) has announced plans to invest eight hundred million
dollars ($800,000,000) in both public and private infrastructure,
including, but not limited to, transportation, energy, natural
resources, utilities, water, communications, and other social support
services.

(5)  Because CalPERS investments stem from contributions
made by California’s workers, those investments should remain
in California to the maximum extent possible.

(5)  The California State Teachers’ Retirement System (CalSTRS)
plans to invest up to five hundred- million dollars ($500,000,000)
in infrastructure projects.
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(b)  Accordingly, it is the intent of the Legislature in enacting
this act, consistent with the plenary authority and fiduciary
responsibilities of the retirement boards of public pension or
retirement systems under Section 17 of Article XVI of the
California Constitution, that those retirement boards that have
specifically targeted infrastructure investment policies prioritize
investments in projects located in California.

SEC. 2. Section 7514.2 is added to the Government Code, to
read:

7514.2. (a)  As used in this section, the following definitions
shall apply:

(1)  “Board” means the retirement board of a public pension
or retirement system, as defined in subdivision (h) of Section 17
of Article XVI of the California Constitution.

(2)  “Infrastructure” includes, but is not limited to,
telecommunications, power, transportation, ports, petrochemical,
and utilities.

(b)  The board may, subject to and consistent with its fiduciary
duties and the standard for prudent investment set forth in Section
20190 of this code and Section 17 of Article XVI of the California
Constitution, prioritize investment in an in-state infrastructure
project over a comparable out-of-state project.

(c)  The Legislature encourages the board to prioritize investment
in in-state infrastructure projects over alternative out-of-state
infrastructure projects if the investments in the in-state projects
are consistent with the board’s fiduciary duties to minimize the
risk of loss and to maximize the rate of return.

SEC. 2. Section 20211 is added to the Government Code, to
read:

20211. (a)  For the purposes of this section, “infrastructure”
includes, but is not limited to, telecommunications, power,
transportation, port, petrochemical, and utilities.

(b)  Except as provided in subdivision (d), the board shall
prioritize an investment in an in-state infrastructure project over
an alternative out-of-state infrastructure project if the investment
in the in-state project is consistent with the board’s fiduciary duties
to minimize the risk of loss and to maximize the rate of return.

(c)  Except as provided in subdivision (d), the board may invest
in out-of-state infrastructure projects only after having considered
existing California infrastructure project proposals and determining

98

SB 955— 3 —



1
2
3
4
5
6
7

that investment in the in-state projects would not be consistent
with the board’s fiduciary duties to its members when compared
to out-of-state infrastructure projects.

(d)  Nothing in this section shall require the board to take action
that is not consistent with its plenary authority and fiduciary
responsibilities as described in Section 17 of Article XVI of the
California Constitution.
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BILL ANALYSIS
 SENATE RULES COMMITTEE                                SB 955 
 Office of Senate Floor Analyses                              
 1020 N Street, Suite 524                                     
 (916) 651-1520         Fax: (916) 327-4478 

THIRD READING

Bill No: SB 955 

Author: Pavley (D) 

Amended: 3/29/12 

Vote: 21 

SENATE PUBLIC EMPL. & RETIREMENT COMMITTEE: 4-0, 4/9/12 

AYES: Negrete McLeod, Walters, Gaines, Vargas 

NO VOTE RECORDED: Padilla 

    SUBJECT: Public employees retirement: pension fund management 

    SOURCE: Author 

    DIGEST: This bill makes findings and declarations regarding the economic recession, unemployment in
California, and investing in infrastructure; states that Board of the California Public Employees' Retirement
System, consistent with its fiduciary duty and constitutional autonomy, may prioritize investments in
California infrastructure projects over investments in out-of-state infrastructure projects; and encourages
the Board to do so when it is consistent with the Board's fiduciary duty. 

    ANALYSIS: 

    Existing law and the California Constitution: 

    1. Establishes the California Public Employees' Retirement System (CalPERS), which provides health,
retirement, disability, and death benefits for members and their survivors and beneficiaries, and gives
exclusive control of administration and investment of the California Public Employees' Retirement Fund to
the CalPERS Board. 

    2. Provides the retirement Board with sole and exclusive authority over investing the pension trust fund
so as to minimize the risk of loss and maximize returns solely in the interest of providing benefits to
participants, minimizing employer contributions, and defraying costs of administering the system. 

    3. Allows the Legislature, by statute, to prohibit certain investments where it is in the public interest to
do so, and provided that the prohibition does not conflict with the board's duties and standards of
fiduciary care and loyalty to members and participating employers. 

    This bill: 

    1. Defines infrastructure to include telecommunications, power, transportation, ports, petrochemicals,
and utilities. 

    2. States that the CalPERS Board may prioritize an investment in a California infrastructure project over
a comparable out-of-state infrastructure project if the in-state investment is consistent with the Board's
fiduciary duty. 

    3. Encourages the Board to prioritize investments in in-state projects over out-of-state investments
when doing so would be consistent with the Goard's fiduciary duties to minimize the risk of loss and to
maximize the rate of return. 
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    4. Adds findings and declarations about the current economic recession and the importance of investing
in California infrastructure. 

    Comments 

    The CalPERS Infrastructure Investment Program. According to CalPERS, in 2007, CalPERS initiated an
infrastructure investment program to invest in businesses and projects involving physical structures,
networks and facilities in key infrastructure sectors including transportation, ports, energy, power, water,
and communications. 

    The Infrastructure Investment Program target size is approximately two percent of the total CalPERS
fund, or about $5 billion, with a performance benchmark of CPI + 4 percent, to reflect its focus on low-risk
investments and its strategic role in CalPERS' overall asset allocation strategies. The target for US
investments is 40-80 percent of that amount, or up to $4 billion, with California investments comprising up
to 20 percent of the US target. In 2011, the CalPERS Board allocated up to $800 million for investments in
California infrastructure over the next three years as part of the Program. 

    Under the Board's direction, CalPERS staff has developed a plan for outreach to state and local
governments to: 

    Explore what role CalPERS and other U.S. pension systems can play to facilitate infrastructure
investment in California. 

    Discuss opportunities for CalPERS and other pension systems with whom CalPERS partners to increase
investment in California infrastructure. 

    Provide opportunities for stakeholders to share information regarding project delivery and service
goals, and perspectives on opportunities and challenges. 

    Increase mutual awareness between CalPERS and government agencies of mandates, goals, initiatives
and projects, and strengthen the investment staff's network of contacts. 

    Expand the current infrastructure investment pipeline. 

    Execute investments in California-based infrastructure businesses and projects. 

    CalPERS Investments in California. According to the 2011 report CalPERS for California, over the past 11
years, CalPERS invested an average of 10 percent of its Total Fund in California. As of June 30, 2010,
CalPERS had $17 billion invested in California; 8.5 percent of its total portfolio and 13 percent of its
domestic portfolio. 

    CalPERS currently has private investments in California infrastructure totaling $203 million in net asset
value. These investments are comprised of $67 million in Infrastructure Program assets, as well as $136
million in private equity investments. In addition, CalPERS has provided credit enhancement for
approximately $326 million in California infrastructure bonds. 

    According to the author's office, CalPERS recently announced $800 million in dedicated funds to invest in
infrastructure projects that will provide a steady return for members of the fund, as well as help to finance
much needed updates to our nation's aging infrastructure. CalPERS has slated 80 percent of the current
fund for projects within the United States, 20 percent of which will be in California. 

    FISCAL EFFECT: 

    Appropriation: No 

    Fiscal Com.: No 

    Local: No
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