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§ 7501. Legislative intent and purpose

It is the intent and purpose of the Legislature, in enacting this chapter, to safeguard the
solvency of all public retirement systems and funds. The Legislature finds and declares that
public agencies maintaining retirement systems can benefit from periodic and independent
analysis of their financial condition. It is the purpose of Sections 7502, 7503, and 7504 to enable
the State Controller to gather information to compare and evaluate the financial condition of such
systems and to make such comparisons and evaluations.

8 7502. Controller; annual and triennial reviews; advisory committee

The Controller shall review the annual financial report of each state and local public
retirement system submitted pursuant to Section 7504 giving particular consideration to the
adequacy of funding of each system. The Controller shall also review the triennial valuation of
each public retirement system submitted pursuant to Section 7504 and shall give particular
consideration to the assumption concerning the inflation element in salary and wage increases,
mortality, service retirement rates, withdrawal rates, disability retirement rates, and rate of
return on total assets.

The Controller shall establish an advisory committee which shall include actuaries who
have attained the designation of Associate or Fellow of the Society of Actuaries and state and
local public retirement system administrators, to assist in carrying out the duties imposed by this
section.

(Amended by Stats. 2016, c. 415 (AB 2375), Sec. 2)

§ 7503. Annual report

All state and local public retirement systems shall prepare an annual report in
accordance with generally accepted accounting principles.

§ 7504. Valuation of system by actuary; audit; reports

(a) All state and local public retirement systems shall, not less than triennially, secure the
services of an actuary. For the purposes of this section, "actuary” means an actuary who satisfies
the qualification standards for actuaries issuing statements of actuarial opinion in the United
States with regard to pensions or other postemployment benefits and who has demonstrated
experience in public retirement systems. The actuary shall perform a valuation of the system
utilizing actuarial assumptions and techniques established by the agency that are, in the
aggregate, reasonably related to the experience and the actuary's best estimate of anticipated
experience under the system. Any differences between the actuarial assumptions and techniques
used by the actuary that differ significantly from those established by the agency shall be
disclosed in the actuary's report and the effect of the differences on the actuary's statement of
costs and obligations shall be shown.



(b) All state and local public retirement systems shall secure the services of a qualified
person to perform an attest audit of the system's financial statements. A qualified person means
any of the following:

(1) A person who is licensed to practice as a certified public accountant in this state by
the California Board of Accountancy.

(2) A person who is registered and entitled to practice as a public accountant in this state
by the California Board of Accountancy.

(3) A county auditor in any county subject to the County Employees Retirement Law of
1937 (Chapter 3 (commencing with Section 31450) of Part 3 of Division 4 of Title 3).

(4) A county auditor in any county having a pension trust and retirement plan established
pursuant to Section 53216.

(c) All state and local public retirement systems shall submit audited financial statements
to the Controller at the earliest practicable opportunity within six months of the close of each
fiscal year. However, the Controller may delay the filing date for reports due in the first year
until the time as report forms have been developed that, in his or her judgment, will satisfy the
requirements of this section. The financial statements shall be prepared in accordance with
generally accepted accounting principles in the form and manner prescribed by the Controller.
The penalty prescribed in Section 53895 shall be invoked for failure to comply with this section.
Upon a satisfactory showing of good cause, the Controller may waive the penalty for late filing
provided by this subdivision.

(d) The Controller shall compile and publish a report annually on the financial condition
of all state and local public retirement systems containing, but not limited to, the data required in
Section 7502. The report shall be published within 12 months of the receipt of the information,
and in no case later than 18 months after the end of the fiscal year upon which the information in
the report is based.

(Amended by Stats. 2016, c. 415 (AB 2375), Sec. 3)

8§ 7505. Transmittal of benefit payments to designated bank, savings and loan association or
credit union; discharge of liability

Every state and local public retirement system shall permit any person entitled to the
receipt of benefits to designate that payment of such benefits shall be transmitted to a bank,
savings and loan association, or credit union for deposit in the person’s account, and the
transmittal of such payment pursuant to this section shall discharge the public agency’s
obligations in respect to such payment.

8§ 7507. Definitions; actuarial impact upon future annual costs prior to authorizing
increases in benefits; public meetings; application

(a) For the purpose of this section:

(1) "Actuary" means an actuary as defined in Section 7504.

(2) "Future annual costs" includes, but is not limited to, annual dollar changes, or the total
dollar changes involved when available, as well as normal cost and any change in accrued
liability.

(b) (1) Except as provided in paragraph (2), the Legislature and local legislative bodies,
including community college district governing boards, when considering changes in retirement



benefits or other postemployment benefits, shall secure the services of an actuary to provide a
statement of the actuarial impact upon future annual costs, including normal cost and any
additional accrued liability, before authorizing changes in public retirement plan benefits or other
postemployment benefits.

(2) The requirements of this subdivision do not apply to:

(A) An annual increase in a premium that does not exceed 3 percent under a contract of
insurance.

(B) A change in postemployment benefits, other than pension benefits, mandated by the
state or federal government or made by an insurance carrier in connection with the renewal of a
contract of insurance.

(c) (1) (A) With regard to local legislative bodies, including community college district
governing boards, the future costs of changes in retirement benefits or other postemployment
benefits, as determined by the actuary, shall be made public at a public meeting at least two
weeks prior to the adoption of any changes in public retirement plan benefits or other
postemployment benefits. If the future costs of the changes exceed one-half of 1 percent of the
future annual costs, as defined in paragraph (2) of subdivision (a), of the existing benefits for the
legislative body, an actuary shall be present to provide information as needed at the public
meeting at which the adoption of a benefit change shall be considered. The adoption of any
benefit to which this section applies shall not be placed on a consent calendar.

(B) The requirements of this paragraph do not apply to:

(i) An annual increase in a premium that does not exceed 3 percent under a contract of
insurance.

(ii) A change in postemployment benefits, other than pension benefits, mandated by the
state or federal government or made by an insurance carrier in connection with the renewal of a
contract of insurance.

(2) With regard to the Legislature, the future costs as determined by the actuary shall be
made public at the policy and fiscal committee hearings to consider the adoption of any changes
in public retirement plan benefits or other postemployment benefits. The adoption of any benefit
to which this section applies shall not be placed on a consent calendar.

(d) Upon the adoption of any benefit change to which this section applies, the person with
the responsibilities of a chief executive officer in an entity providing the benefit, however that
person is denominated, shall acknowledge in writing that he or she understands the current and
future cost of the benefit as determined by the actuary. For the adoption of benefit changes by the
state, this person shall be the Director of Human Resources.

(e) The requirements of this section do not apply to a school district or a county office of
education, which shall instead comply with requirements regarding public notice of, and future
cost determination for, benefit changes that have been enacted to regulate these entities. These
requirements include, but are not limited to, those enacted by Chapter 1213 of the Statutes of
1991 and by Chapter 52 of the Statutes of 2004.

(Amended by Gov. Reorg. Plan No. 1 of 2011, Sec. 45, effective September 9, 2011)

(Amended by Stats. 2012, Ch. 665 (SB 1308), Sec. 41)

(Amended by Stats. 2016, Ch. 415 (AB 2375), Sec. 4)



8§ 7507.2. California Actuarial Advisory Panel; establishment

(a) There is hereby enacted the California Actuarial Advisory Panel. The panel shall
provide impartial and independent information on pensions, other postemployment benefits, and
best practices to public agencies and shall meet quarterly.

(b) The responsibilities of the California Actuarial Advisory Panel shall include, but are
not limited to:

(1) Defining the range of actuarial model policies and best practices for public retirement
plan benefits, including pensions and other postemployment benefits.

(2) Developing pricing and disclosure standards for California public sector benefit
improvements.

(3) Developing quality control standards for California public sector actuaries.

(4) Gathering model funding policies and practices.

(5) Replying to policy questions from public retirement systems in California.

(6) Providing comment upon request by public agencies.

(c) The California Actuarial Advisory Panel shall consist of eight members. Each
member shall be an actuary who has attained the designation of Associate or Fellow of the
Society of Actuaries and who has demonstrated experience with public sector clients. Members
shall be appointed by the entities listed below, and each member shall serve a three-year term,
provided that, in the initial appointments only, the panelists named by the University of
California, the Senate, and one of the panelists named by the Governor shall serve two-year
terms. The Governor shall appoint two panelists, and one panelist shall be appointed by each of
the following:

(1) The Teachers' Retirement Board.

(2) The Board of Administration of the Public Employees' Retirement System.

(3) The State Association of County Retirement Systems.

(4) The Board of Regents of the University of California.

(5) The Speaker of the Assembly.

(6) The Senate Committee on Rules.

(d) The California Actuarial Advisory Panel shall be located in the Controller's office,
which shall provide support staff to the panel.

(e) The opinions of the California Actuarial Advisory Panel are nonbinding and advisory
only. The opinions of the panel shall not, in any case, be used as the basis for litigation.

() A member of the California Actuarial Advisory Panel shall receive reimbursement for
expenses that shall be paid by the authority that appointed the member.

(9) The California Actuarial Advisory Panel shall report to the Legislature on or before
February 1 of each year.

(Amended by Stats. 2016, Ch. 415 (AB 2375) Sec. 5)

8§ 7508.5. Member of the retirement board of public pension leaving; acting as agent or
attorney for compensation

Except as otherwise provided in Section 20098 or 31528 of this code, or Section 22212.5
of the Education Code, an individual who was a member of 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, or an administrator, executive officer, investment officer, or general



counsel of that board, shall not, for a period of two years after leaving that position, for
compensation, act as agent or attorney for, or otherwise represent, any other person except the
public entity maintaining that pension or retirement system, by making any formal or informal
appearance before, or any oral or written communication to, the pension or retirement system, or
any officer or employee thereof, if the appearance or communication is made for the purpose of
influencing administrative or legislative action, or any action or proceeding involving the
issuance, amendment, awarding, or revocation of a permit, license, grant, contract, or sale or
purchase of goods or property.

(Added by Stats.2009, c. 301 (A.B.1584), § 2)

8§ 7509. Restrictions on rates of interest in Const. Art. 15, 81; in applicability to state or
local retirement system

(a) The restrictions upon rates of interest contained in Section 1 of Article XV of
the California Constitution shall not apply to any loans made by, or forbearances of, any state or
local public retirement system, including, but not limited to, any public retirement system
authorized and regulated by the State Teachers' Retirement Law, the Public Employees'
Retirement Law, the County Employees Retirement Law of 1937, any public retirement system
administered by the Teachers Retirement Board or Board of Administration of the Public
Employees' Retirement System, or any public retirement system acting pursuant to the laws of
this state or the laws of any local agency.

(b) For the purposes of this section, “local agency”” means county, city, city and county,
district, school district, or any public or municipal corporation, political subdivision, or other
public agency of the state, or any instrumentality of one or more of these agencies.

(c) This section creates and authorizes any state or local retirement system as an exempt
class of persons pursuant to Section 1 of Article XV of the California Constitution.

§ 7510. Investments in real property; governmental services fee; taxes; applicability

(a)(1) Except as provided in subdivision (b), a public retirement system, which has
invested assets in real property and improvements thereon for business or residential purposes
for the production of income, shall pay annually to the city or county, in whose jurisdiction the
real property is located and has been removed from the secured roll, a fee for general
governmental services equal to the difference between the amount that would have accrued as
real property secured taxes and the amount of possessory interest unsecured taxes paid for that
property. The governing bodies of local entities may adopt ordinances and regulations
authorizing retirement systems to invest assets in real property subject to the foregoing
requirements.

(2) This subdivision shall not apply to any retirement system which is established by a
local governmental entity if that entity is presently authorized by statute or ordinance to invest
retirement assets in real property.

(3) This subdivision shall not apply to property owned by any state public retirement
system.

(b)(1) Whenever a state public retirement system, which has invested assets in real
property and improvements thereon for business or residential purposes for the production of
income, leases the property, the lease shall provide, pursuant to Section 107.6 of the Revenue



and Taxation Code, that the lessee's possessory interest may be subject to property taxation and
that the party in whom the possessory interest is vested may be subject to the payment of
property taxes levied on that interest. The lease shall be valued in accordance with Section 21 of
Title 18 of California Code of Regulations, as that section was in effect on January 1, 2015, for
the valuation of taxable possessory interests.

(2) Except as provided in this subdivision, the property shall be assessed and its taxes
computed and collected in the same manner as privately owned property. The lessee's possessory
interest shall be placed on the unsecured roll and the tax on the possessory interest shall be
subject to the collection procedures for unsecured property taxes.

(3) An investment by a state public retirement system in a legal entity that invests assets
in real property and improvements thereon shall not constitute an investment by the state public
retirement system of assets in real property and improvements thereon. For purposes of this
paragraph, “legal entity” includes, but is not limited to, partnership, joint venture, corporation,
trust, or association. When a state public retirement system invests in a legal entity, the state
public retirement system shall be deemed to be a person for the purpose of determining a change
in ownership under Section 64 of the Revenue and Taxation Code.

(4) Notwithstanding any other provision of law, fees charged pursuant to this section and
collected prior to July 1, 1992, shall be deemed valid and not refundable under any circumstance.
Notwithstanding any other provision of law, fees, interest and penalties, if any, asserted to be due
pursuant to this section that were not charged or collected prior to July 1, 1992, shall be deemed
invalid and not collectable under any circumstance.

(5) This subdivision shall apply to the assessment, computation, and collection of taxes
for the fiscal year beginning on July 1, 1992, and each fiscal year thereafter. For the 1992-93 and
1993-94 fiscal years, in the case where a lessee's possessory interest existed for less than the full
fiscal year for which the tax was levied, the amount of tax shall be prorated in accordance with
the number of months for which the lessee’s interest existed.

(Amended by Stats. 2015, c. 454 (SB 803) Sec. 1)

§ 7511. Liability insurance; fiduciaries

Notwithstanding any other provision to the contrary:

() A public retirement system may purchase insurance for its fiduciaries or for itself to
cover liability or losses occurring by reason of the act or omission of a fiduciary, if the insurance
permits recourse by the insurer against the fiduciary in the case of a breach of a fiduciary
obligation by the fiduciary.

(b) A fiduciary may purchase insurance to cover liability under this section from and for
his or her own account.

(c) An employer or an employee organization may purchase insurance to cover potential
liability of one or more persons who serve in a fiduciary capacity with regard to an employee
benefit plan.

§ 7512. Annual report of earnings and investments; distribution; optional fee
Each state and local public pension or retirement system shall, on and after the 90th day

following the completion of the annual audit of the system, mail or otherwise provide to any
member who makes a request therefor and pays, if required, a fee, a concise annual report on the



investments and earnings of the system and other related matters. The report shall be published
in a low-cost format.

Each local public pension or retirement system may impose a fee for each copy of the
report in an amount sufficient to pay all costs incurred in the preparation and dissemination of
the report.

8 7513. Direct rollover of distributions to eligible retirement plan; election

(a) In the case of a state or local retirement system or plan that is subject to Section
401(a)(31) of the Internal Revenue Code, if, under the terms of the system or plan, a person
becomes entitled to a distribution that constitutes an “eligible rollover distribution” within the
meaning of Section 401(a)(31)(C) of the Internal Revenue Code, the person may elect, under
terms and conditions to be established by the administrator of the system or plan, to have the
distribution or a portion thereof paid directly to a plan that constitutes an “eligible retirement
plan” within the meaning of Section 401(a)(31)(D) of the Internal Revenue Code, as specified by
the person. Upon the exercise of the election by a person with respect to a distribution or portion
thereof, the distribution by the system or plan of the amount so designated, once distributable
under the terms of the system or plan, shall be made in the form of a direct rollover to the
eligible retirement plan so specified.

(b) The purpose and intent of this section is to enable the state and local retirement
systems and plans that are subject to Section 401(a)(31) of the Internal Revenue Code of 1986,
as amended, to comply with the requirements of that section regarding the provision of an
election for direct rollover of certain plan distributions.

§ 7513.8 Definitions

As used in this section and Sections 7513.85, 7513.86, 7513.87, 7513.9, and 7513.95:

(a) “Board” means the retirement board of a public pension or retirement system, as
defined in subdivision (h) of Section 17 of Article XV1 of the California Constitution.

(b) “External manager” means either of the following:

(1) A person who is seeking to be, or is, retained by a board or an investment vehicle to
manage a portfolio of securities or other assets for compensation.

(2) A person who manages an investment fund and who offers or sells, or has offered or
sold, an ownership interest in the investment fund to a board or an investment vehicle.

(c)(1) “Investment fund” means a private equity fund, public equity fund, venture capital
fund, hedge fund, fixed income fund, real estate fund, infrastructure fund, or similar pooled
investment entity that is, or holds itself out as being, engaged primarily, or proposes to engage
primarily, in the business of investing, reinvesting, owning, holding, or trading securities or other
assets.

(2) Notwithstanding paragraph (1), an investment company that is registered with the
Securities and Exchange Commission pursuant to the Investment Company Act of 1940 (15
U.S.C. Sec. 80a-1 et seq.) and that makes a public offering of its securities is not an investment
fund.

(d) “Investment vehicle” means a corporation, partnership, limited partnership, limited
liability company, association, or other entity, either domestic or foreign, managed by an



external manager in which a board is the majority investor and that is organized in order to invest
with, or retain the investment management services of, other external managers.

(e) “Person” means an individual, corporation, partnership, limited partnership, limited
liability company, or association, either domestic or foreign.

(H(1) “Placement agent” means any person directly or indirectly hired, engaged, or
retained by, or serving for the benefit of or on behalf of, an external manager or an investment
fund managed by an external manager, and who acts or has acted for compensation as a finder,
solicitor, marketer, consultant, broker, or other intermediary in connection with the offer or sale
to a board or an investment vehicle either of the following:

(A) In the case of an external manager within the meaning of paragraph (1) of
subdivision (b), the investment management services of the external manager.

(B) In the case of an external manager within the meaning of paragraph (2) of subdivision
(b), an ownership interest in an investment fund managed by the external manager.

(2) Notwithstanding paragraph (1), an individual who is an employee, officer, director,
equity holder, partner, member, or trustee of an external manager and who spends one-third or
more of his or her time, during a calendar year, managing the securities or assets owned,
controlled, invested, or held by the external manager is not a placement agent.

(Added by Stats.2009, c. 301 (A.B.1584), § 3, eff. Oct. 11, 2009. Amended
by Stats.2010, c. 668 (A.B.1743), § 1; Stats.2011, c. 704 (S.B.398), § 1, eff. Oct. 9, 2011.)

8 7513.85 Development and implementation of policy requiring disclosure of payments to
placement agents; requirements; violations

(a) The board shall develop and implement, on or before June 30, 2010, a policy
requiring the disclosure of payments to placement agents in connection with system investments
in or through external managers. The policy shall include, but not be limited to, the following
requirements:

(2) Disclosure of the existence of relationships between external managers and placement
agents.

(2) A resume for each officer, partner, or principal of the placement agent detailing the
person's education, professional designations, regulatory licenses, and investment and work
experience.

(3) A description of any and all compensation of any kind provided, or agreed to be
provided, to a placement agent.

(4) A description of the services to be performed by the placement agent.

(5) A statement whether the placement agent, or any of its affiliates, are registered with
the Securities and Exchange Commission or the Financial Industry Regulatory Association, or
any similar regulatory agent in a country other than the United States, and the details of that
registration or explanation as to why no registration is required.

(6) A statement whether the placement agent, or any of its affiliates, is registered as a
lobbyist with any state or national government.

(b) Any external manager or placement agent that violates the policy shall not solicit new
investments from the system for five years after the violation was committed. However, this
prohibition may be reduced by a majority vote of the board at a public session upon a showing of
good cause.



(c) The system shall not enter into any agreement with an external manager that does not
agree in writing to comply with the policy.

(d) Nothing in this section shall require the board to take action as described in this
section unless the board determines, in good faith, that the action described in this section is
consistent with the fiduciary responsibilities of the board as described in Section 17 of Article
XVI1 of the California Constitution.

(Added by Stats.2009, c. 301 (A.B.1584), § 4, eff. Oct. 11, 2009.)

§ 7513.86 Placement agent requirements

Except as provided in subdivisions (b) and (c) of Section 82047.3, a person shall not act
as a placement agent in connection with any potential system investment made by a state public
retirement system unless that person is registered as a lobbyist in accordance with Chapter 6
(commencing with Section 86100) of Title 9 and is in full compliance with the Political Reform
Act of 1974 (Title 9 (commencing with Section 81000)) as that act applies to lobbyists.

(Added by Stats.2010, c. 668 (A.B.1743), § 2.)

§ 7513.87 Placement agent; compliance with local government agency requirements

(a) A person acting as a placement agent in connection with any potential system
investment made by a local public retirement system shall file any applicable reports with a local
government agency that requires lobbyists to register and file reports and shall comply with any
applicable requirements imposed by a local government agency pursuant to Section 81013.

(b) This section does not apply to either of the following:

(1) An individual who is an employee, officer, director, equity holder, partner, member,
or trustee of an external manager who spends one-third or more of his or her time, during a
calendar year, managing the securities or assets owned, controlled, invested, or held by the
external manager.

(2) An employee, officer, or director of an external manager, or of an affiliate of an
external manager, if all of the following apply:

(A) The external manager is registered as an investment adviser or a broker-dealer with
the Securities and Exchange Commission or, if exempt from or not subject to registration with
the Securities and Exchange Commission, any appropriate state securities regulator.

(B) The external manager is participating in a competitive bidding process, such as a
request for proposals, or has been selected through that process and is providing services
pursuant to a contract executed as a result of that competitive bidding process.

(C) The external manager, if selected through a competitive bidding process described in
subparagraph (B), has agreed to a fiduciary standard of care, as defined by the standards of
conduct applicable to the retirement board of a public pension or retirement system and set forth
in Section 17 of Article XV1 of the California Constitution, when managing a portfolio of assets
of a public retirement system in California.

(Added by Stats.2010, c. 668 (A.B.1743), § 3. Amended by Stats.2011, c. 296
(A.B.1023), § 116; Stats.2011, c. 704 (S.B.398), § 2, eff. Oct. 9, 2011.)

10



§ 7513.9 Disclosure of campaign contributions and gifts by placement agent

(a) Any placement agent, prior to acting as a placement agent in connection with any
potential system investment, shall disclose to the board all campaign contributions made by the
placement agent to any elected member of the board during the prior 24-month period.
Additionally, any subsequent campaign contribution made by the placement agent to an elected
member of the board during the time the placement agent is receiving compensation in
connection with a system investment shall also be disclosed.

(b) Any placement agent, prior to acting as a placement agent in connection with any
potential system investment, shall disclose to the board all gifts, as defined in Section 82028,
given by the placement agent to any member of the board during the prior 24-month period.
Additionally, any subsequent gift given by the placement agent to any member of the board
during the time the placement agent is receiving compensation in connection with a system
investment shall also be disclosed.

(Added by Stats.2009, c. 301 (A.B.1584), § 5, eff. Oct. 11, 2009.)

8§ 7513.95 Directly or indirectly selling of investment products by board member or
employee

A member or employee of the board shall not, directly or indirectly, by himself or herself,
or as an agent, partner, or employee of a person or entity other than the board, sell or provide any
investment product that would be considered an asset of the fund to any public retirement system
in California.

(Added by Stats.2009, c. 301 (A.B.1584), § 6, eff. Oct. 11, 2009.)

8 7514 Investment of assets; bonds or other indebtedness unconditionally guaranteed by
foreign government

(a) Notwithstanding any other provision of law except Chapter 7 (commencing
with Section 16649.80) of Part 2 of Division 4 of Title 2, any state or local public retirement
system may invest, subject to and consistent with the standard for prudent investment set forth
in Section 17 of Article XVI of the California Constitution, its assets in the bonds or other
evidences of indebtedness unconditionally guaranteed by any foreign government that has met
the payments of similar bonds or other evidences of indebtedness when due.

(b) A portion of the assets invested pursuant to this section may be used to purchase rated
or unrated bonds, notes, or other instruments unconditionally guaranteed by Canada, Israel,
Mexico, or South Africa.

§ 7514.1 Investment guidelines

Notwithstanding any other provision of law except Chapter 7 (commencing with Section
16649.80) of Part 2 of Division 4 of Title 2, any state or local public retirement system may
invest, subject to and consistent with the standard for prudent investment set forth in Section 17
of Article XV1 of the California Constitution, and the state and any political subdivision of the
state may, invest its assets in rated bonds, notes, or other obligations issued, assumed, or
unconditionally guaranteed by the African Development Bank, the Asian Development Bank, the

11



Caribbean Development Bank, the Inter-American Development Bank, the International Finance
Corporation, the International Bank for Reconstruction and Development, the European Bank for
Reconstruction and Development, and any other international financial institution that has met
the payments of similar bonds, notes, or other obligations when due and in which the United
States is a member.

§ 7514.2 Board may prioritize investments in in-state infrastructure projects

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

(1) “Board” means the Board of Administration of the Public Employees' Retirement
System, the Teachers' Retirement Board, or the board of retirement or board of investments of a
retirement system established pursuant to the County Employees Retirement Law of 1937
(Chapter 3 (commencing with Section 31450) of Part 3 of Division 4 of Title 3).

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

(b) A board may, subject to and consistent with its fiduciary duties and the standard for
prudent investment set forth in Section 201900f this code, Section 22203 of the Education 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 each 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.

(d) Nothing in this section shall require a board to take action that is inconsistent with its
plenary authority and fiduciary responsibilities, as described in Section 17 of Article XV1 of the
California Constitution.

(Added by Stats.2012, c. 760 (S.B.955), § 2. Amended by Stats.2013, c. 766 (A.B.205), §
1)

8 7514.5 Rights conditional upon employment within a specified period of time after
termination

Notwithstanding any other provision of law, whenever the rights of a member of the
Public Employees' Retirement System, the State Teachers' Retirement System, or a retirement
system established under the County Employees Retirement Law of 1937, because of
membership in another retirement system, are conditional upon employment within a specified
period of time after termination of service in another retirement system, that specified period
shall be the period of service in full-time elective office on and after November 6, 1990, if the
member was a full-time elective officer on or after that date and becomes a member of any of
those retirement systems within 120 days after termination of the full-time elective office.

8§ 7514.7. Public investment funds; alternative investment vehicles; disclosures
(a) Every public investment fund shall require each alternative investment vehicle in
which it invests, to make the following disclosures at least annually:

12



(1) The fees and expenses that the public investment fund pays directly to the alternative
investment vehicle, the fund manager, or related parties.

(2) The public investment fund's pro rata share of fees and expenses not included in
paragraph (1) that are paid from the alternative investment vehicle to the fund manager or related
parties. The public investment fund may independently calculate this information based on
information contractually required to be provided by the alternative investment vehicle to the
public investment fund. If the public investment fund independently calculates this information,
then the alternative investment vehicle shall not be required to provide the information identified
in this paragraph.

(3) The public investment fund's pro rata share of carried interest distributed to the fund
manager or related parties.

(4) The public investment fund's pro rata share of aggregate fees and expenses paid by all
of the portfolio companies held within the alternative investment vehicle to the fund manager or
related parties.

(5) Any additional information described in subdivision (b) of Section 6254.26.

(b) Every public investment fund shall disclose the information provided pursuant to
subdivision (a) at least once annually in a report presented at a meeting open to the public. The
public investment fund's report required pursuant to this subdivision shall also include the gross
and net rate of return of each alternative investment vehicle, since inception, in which the public
investment fund participates. The public investment fund may report the gross and net rate of
return and information required by subdivision (a) based on its own calculations or based on
calculations provided by the alternative investment vehicle.

(c) For purposes of this section:

(1) "Alternative investment™" means an investment in a private equity fund, venture fund,
hedge fund, or absolute return fund.

(2) "Alternative investment vehicle™ means the limited partnership, limited liability
company, or similar legal structure through which a public investment fund invests in an
alternative investment.

(3) "Fund manager" means the general partner, managing manager, adviser, or other
person or entity with primary investment decision making authority over an alternative
investment vehicle and related parties of the fund manager.

(4) "Carried interest™" mans any share of profits from an alternative investment vehicle
that is distributed to a fund manager, general partner, or related parties, including allocations of
alternative investment vehicle profits received by a fund manager in consideration of having
waived fees that it might otherwise have been entitled to receive.

(5) "Portfolio companies” means individual portfolio investments made by the alternative
investment vehicle.

(6) "Gross rate of return” means the internal rate for the alternative investment vehicle
prior to the reduction of fees and expenses described in subdivision (a).

(7) "Public investment fund” means any fund of any public pension or retirement system,
including that of the University of California.

(8) "Operational person” means any operational partner, senior advisor, or other
consultant or employee whose primary activity for a relevant entity is to provide operational or
back office support to any portfolio company of any alternative investment vehicle, account, or
fund managed by a related person.
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(9) "Related person” means any current or former employee, manager, or partner of any
related entity that is involved in the investment activities or accounting and valuation functions
of the relevant entity or any of their respective family members.

(10) "Related party" means:

(A) Any related person.

(B) Any operational person.

(C) Any entity more than 10 percent of the ownership of which is held directly or
indirectly, whether through other entities or trusts, by a related person or operational person
regardless if the related person or operational person participates in the carried interest received
by the general partner or the special limited partner.

(D) Any consulting, legal, or other service provider regularly engaged by portfolio
companies of an alternative investment vehicle, account, or fund managed by a related person
and that also provides advice or services to any related person or relevant entity.

(11) "Relevant entity" means the general partner, any separate carry vehicle, the investor
advisor, any of the investment advisor's parent or subsidiary entities, or any similar entity related
to any other alternative investment vehicle, account, or fund advised or managed by any current
or former related person.

(d)(1) This section applies to all new contracts the public investment fund enters into on
or after January 1, 2017, and to all existing contracts pursuant to which the public investment
fund makes a new capital commitment on or after January 1, 2017.

(2) With respect to existing contracts not covered by paragraph (1), the public investment
fund shall undertake reasonable efforts to obtain the information described in subdivision (a) and
comply with the reporting requirements contained in subdivision (b) with respect to any
information obtained after January 1, 2017.

(Added by Stats. 2016, Ch. 361 (AB 2833), Sec. 2)

(Amended by Stats. 2017, Ch. 562 (AB 1516), Sec. 68)
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