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Part I:  Measure Information

	Bill Request #:
	108


	Bill #:
	HB 151


	Bill Subject/Title:
	AN ACT relating to divestiture of investments in companies doing business in Sudan and declaring an emergency 


	Sponsor:
	Representative Steve Riggs


	Unit of Government:
	X
	City
	X
	County
	X
	Urban-County

	
	 
	Charter County
	X
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted
	Personnel and budget offices of local government


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties
	X
	Modifies Existing
	 
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 151 requires state pension funds to divest investments with companies doing business in Sudan.
Concern over genocide in Sudan and the U.S. designation of Sudan as a terrorist-sponsoring country prompted some state legislatures during 2004-2006 to enact laws that required public pension funds to divest from companies doing business with Sudan. In 2007, a federal court struck down a 2005 Illinois Act that  restricted investment of state funds in Sudan-connected companies (National Foreign Trade Council, Inc., et al. vs. Alexi Giannoulias, 523 F. Supp. 2d 731 (N.D. Ill. 2007)).  Congress responded by passing the Sudan Accountability and Divestment Act of 2007 (P.L. 110-174.) which authorizes states and local governments to divest their assets of companies with ties to Sudan.
According to a recently released report by the United States Government Accountability Office, over thirty-five states have enacted legislation or adopted policies affecting their investments related to Sudan.  Twenty three of those states have divested or frozen approximately $3.5 billion in assets held in 67 companies identified as related either to Sudan specifically or to a larger category of divestment targets such as state sponsors of terrorism. 

In 2008, the Kentucky House of Representatives, through enactment HR 273, urged the state retirement systems to refrain from making any future investments in foreign companies doing business in Sudan.

HB 151affects all public retirements systems:  the Kentucky Teachers’ Retirement System, the Legislators’ Retirement Plan, the Judicial Retirement Plan, Kentucky Employees Retirement System, the County Employees Retirement System, and the State Police Retirement System.   The measure requires each pension system to:  (1) identify within 90 days of the effective date of the legislation all foreign companies in which it has direct holdings that are doing business in Sudan; (2) request those companies identified (scrutinized companies) that they cease business with Sudan; (3) divest all holdings with the scrutinized companies if they do not cease doing business with Sudan within 90 days of notice.  The pension administrators are required to file a written report with the United States Attorney General detailing the requirements of the bill and to report to the Governor, the Legislative Research Commission and the pension boards concerning action taken in order to comply with HB 151.
HB 151 requires the state, through an appropriation by the General Assembly, to reimburse each pension system for its net losses, costs, and expenses incurred in compliance with the measure.  The Finance and Administration Cabinet would be required to establish a uniform method for the determination of gains and losses.  HB 151 contains an emergency clause and would become effective immediately.
The bill also contains provisions to cancel the measure’s mandates if the President or Congress of the United States declares that the Darfur genocide has been halted or certain other actions are taken at the federal level.
Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The County Employees Retirement System (CERS) is one of the pension funds that would be required, under HB 151, to divest of any direct holdings with companies doing business with Sudan.  CERS includes employees and retirees of county government and 223 of Kentucky’s 419 cities as well as employees and retirees of public school classified employees. An impact on CERS could potentially affect the rate local governments are required to pay to CERS for each employee.  

However, the fiscal impact of HB 151 on local governments is expected to be nil.  The bill requires the Commonwealth to reimburse the pension systems for any net losses, costs, and expenses incurred as a result of compliance with the bill. The staff of the Kentucky Retirement Systems has reviewed HB 151 and conclude that it will not “measurably change the actuarial liability” of CERS.  
	Data Source(s):
	LRC staff; Kentucky Retirement Systems; United State Government Accountability Office:  Sudan Divestment, November 30, 2010


	Preparer:
	Mary Lynn Collins
	Reviewer:
	     
	Date:
	     


Page 1

