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A BILL FOR

.1 An Act relating to trade or direct or indirect investments 1n
2 South Africa by removing the exception made for companies
3 adopting, or companies which are signatories of, the Sullivan
4 principles.
S BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 12A.2, subsection &8, Code 1987, is
amended to read as follows:

6. "Doing business in the Republic of South Africa" means
conducting or performing manufacturing, assembly or
warehousing or other operations within the Republic of South
Africars-exeept-enat-it-shati-not-mean-any-ceompany-whteh-has
adepted-the-Suttivan-prineipies-and-has-sbratred-a-performance
rating-rn-the-top-two-categories-sf-ehe-Satitivan-princtptes
rating-systen-prepared-by-Arthur-Br——bittie;-Inesy-or-tes-in
categeries—four-or-£five-of-the-rating-gysten. Phriv-definreion
aise-shait-not-mnean-gny-company-that-has-been-a-signatery-of
the-Suitrvan-prraczples-for-at-teass-£ive-years-and-has
obtetred-a-performance~rating-in-the-top-twe-categorres-during
four-of-the-past-frve-yearys

Sec. 2. Section 12A.3, subsection 5, Code 1987, is amended
by striking the subsection.

EXPLANATION

Chapter 12A provides for divestiture of state investments
in South African companies and financial institutions and
prohibits future investments in those companies and financ:iai
institutions. This bill eliminates the exception that allows
investment in companies that have adopted the Sullivan

principles or have been signatories of hLhose principles.
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Amend Senate File 2122 as £ollows:
1. Page 1, by inserting pefore line . the
following:

"Section 1. Secticn 12a.1, Code 1887, is amended
by adding the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. The legislature finds
that the present government of the Union of Scviet
Scciallst Republics, {the Sovier Union), thrcuch its
legalily sanctioned pclicies ¢f repression of internal
dissent; restrictlons on free emigraticn and trave.;
noncompliance with international treaties, including
the Geneva Accords, SALT I, and SALT II; abuse of
psychiatric hospitals for the imprisconment of
political prisoners; use of slave labor in the gulag
prison camps; continued hostile occupation of the
northern Japanese islands; unlawful occupation of the
independenrt country of Afghanistan and conduct of the
Afghan war against civilians; and comprehensive
testricticns on freedom of the press, freedem of
expression, and freecom of free assembly and
assoclatlion; are violative of both the substance and
the intent of Iowa laws protecting individuals from
unjust discrimination and Iowa's guarantees of due
process, among other rights. Therefore, the
legislature intends that state funds and funds
administered by the state shall not be invested or
deposited in financial institutions or companies, or
their subsidiaries or affiliates, making loans %to or
doing business with or in the Soviet Union."

2. Page 1, by inserting after line 14 the
following:

"Sec. ___ . Section 12A.2, subsection 8, Code 1987,
is amended to read as follows:

8. "Strategic products or services' means articles
designated as arms, ammunition and implements of war
in 22 C.F.R. §121, and data processing equipment and
computers sold for military or police use, or for use
in connection with the pass system as practiced in the
Republic c¢f Scuth Africa or the Soviet (Union.

Sec. _ . Section 12A.2, Code 1987, is amended by
adding the following new subsections:

NEW SUBSECTION. 9. "Union of Soviet Socialist
Renublics" or the "Soviet Unien”, includes the
government, an agency, oOr an instrumentality of the
S.viet Unicn, including business entities operated by
the Scviet Union, and any territory under the
administracion, lzczl or illegal, of the Soviet Unicn,
including the individual Socialist Republics and
occupied Afghanistan. :

NEW SUBSECTICN. 10. "Doing business in the Soviet
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Unicn™ means conducting or performing manufacturing,
assembling, or warehousing, or other operations within
the Socviet Union.

NEW SUBSECTION. 1l. "Doing business wita the
Scviet Union" means directly or indirectly supplying
strategic products cr services for use by the
gcvernment of the Soviet Unioa or for use by :the
military or civil authorities in the Soviet Unicn.
This inciudes, but is not limited to, transactions
carried out through intermediarv corporations or
Dusiness entities operated by tne Soviet Union.

Sec. . Sectlon 12A.3, suosection 1, Code 1687,
is amended by adding the followling new unnumbered
paragcaph:

NEW UNNUMBERED PARACGRAPH. The treasurer of state
shall not 1nvest or deposit funds belonging to the
state of Iowa in a firancial institution which has
made a2 loan, after July 1, 1988, to the Soviet Union,
Or in the stocks, securities, or other obligations of
such a financial institution or of any company doing
business in or with the Soviet Union.

Sec. . Section 12A.3, subsection 2, Code 1987,
15 amended by adding the following new unnumbered
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paragraph:

NEW UNNCMBERED PARAGRAPH. The state bcard of .
<o regents shall not invest or deposit funds belonging to
27 the institutions under the control of the state board
28 of regents in a financial institution which has made a
29 loan, after July 1, 1988, to the Soviet Union, or in
30 the stocks, securities, or other obligations of such a
31 Zinanclal inscitution or of any company decing business
32 in or with the Soviet Union.

33 Sec. _ . Section 12A.3, subsection 3, Code 1987,
34 is amended by adding the following new unnumbered

35 paragraph:

36 NEW UNNUMBERED PARAGRAPH. The department of

37 personnel shall not invest or deposit funds from th
38 Icwa public employment retirement fund in a financial
39 institution which has made a loan, after July 1, 1988,
40 to the Soviet Union, cor in the stccks, securities, or
91 other obligaticns of such a financial institution or
42 of any company doing business in or with the Soviet
43 Union."
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44 3. Page 1, by inserting after line i6 the
45 following:

4 "Sec. __ . Section 12A.4, subsection 1, Code 1987,
47 1s amended to read as follows:

48 . The treasurer of state, the state board of

49 regents, and the department of personnel shall make no
50 additional investments of the type prohibited under
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N section 123A.3, with respect tc =he Republic cf South

Africa, subseguent to June 30, 1385, or with respect

to the Sovietr Union, subseguent to June 30, 1988. <ne

sale ¢f :ec;thLes anc investmencs heid Dy tre
treascrer of state, the staze o f regent
riie department of perscnnel <n Ju 198%,
roniblited under secticn 1248

Repubiic ¢f Southr Africa.

1, 199G, and with respect

be completed by July 1,

the re-evant gdace tiae genrersal assembly

subs:antia; and fundamen:ial Trogress in es

human rights policies in the Republic cf S uth A-

or the Soviet Union has occurred, as appropriace.

Subject to any such action of the general assembly not
less than ene-£if£eh cne-fifth of the value of the
investments helid on July I, 1985, with respect oo tb

Republic of Scuth Africa, shall be s2ld in the year

beginning July 1, 1988. Subject to subsegquent ]

of the general assembly not less than one-£if:

value of the ilnvestments nheld on July 1, 1988,

respect to the Soviet Union, shall be sold in tne year

beginning July 1, 1991.

Sec. ___. Sectiocn 12A.4, subsection 2, Ccde 1987,
is amended to read as fcllows:

2. As long as funds remain in investments that
would be prohibited under section 12A.3, the
treasurer, the board of regents, and the departmen:t of
personnel shall:

a. r[ile with the general assembly, not later thar
January 20 of each year, a report listing all South
Africa-related or Sovier Unicn-related investments
administered by the treasurer, the board of regents,
or the department of personnel and their value as 2f
the preceding December 31.

. Exercise their right to vote stock in any
election in order to reguire the company doing
business in or with either the Republic of South
Africa or the Soviet Union to divest itself of
investments in the Republic of South Africa or =he
Scviet Unlion, as appropriate, and to cease doing
business in or with the Republiic of Scuth Africa ard
the Scviet Union or tc prevent the company from
entering into any investment or business in or with
either the Republic of Scuth Africa or the Scviet
Union.

Sec. ___ . Section 1l2A.5, subsection 1, Code 1987,
1s amended to read as follows:

1. The treasurer of state shall maintain a list cf
companies that do business in or with either the
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Republic of South Africa or the Scwviet Union. The
list shall be developed with reference to information
cbtained from the United States department of ccmmerce
and Arthur D. Littie, Inc. and other authoritative
sources. The treasurer shall mail written
notification to each company on the divestiture list.

Sec. ___ . Section 12A.5, subsection 2, Code 1287,
5 amended to read as [ollcws:

2. A financial institytion or other company

glble to receive lnvestments or deposits mav

iign eligibiliiry 1f documentary evidence is
itted to the treasurer of state. The 2vidence
must be sufficient to establish that the financ:ial
institution or company has adopted a written policy
that prohibits the lending of its assets to or doing
business with either the Republic of South Africa or
+he Soviet Union. As used in this section,
"documentary evidence” Includes, but 1s act limit
to, an executed affidavit by an appropriate offic
the financlal instituticn or company, in a form
prepared by the treasurer of state, attesting Lo the
fact that the £finarncilal itnstitution or company
orcohibits the lending cf its assets or doing business
with either the Republic of South Africa or the Soviet
Union. The treasurer of state shall attempt to verify
compliance by checking sources of information not
affiliated with the financial institution.”

4. Title page, line 2, by inserting after the
word "Africa" the following: "or the Scviet Ualon”.

S. Title page, line 4, by inserting after the
word "principles" the following: "and prohibiting the
rreasurer of state from purchasing a security issued
by or depositing money in a financial institution
participating in loans to the Soviet Union,
orohibiting funds of the Iowa public employee's
reclrement system or institutlions contreolled by the
state board of regents from being invested or
deposited in financ:ial institutions or companies which
invest in or do business with or in the Soviet Union,
providing for divestiture of the investments, and
providing for civil penaities”,.

6. By renumbering as necessary.
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Arend Senate Tiie 2122
1. Page 1, by :inserzi
foliowing:
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divestment advisory ccuncil est ablished under
subsecticn 3 shali ldent:fy ail invesctments prohibited .
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by this chapter, estimate the financlal impac: of
implementation of this chapter, and develcp a plan for
bringing state lnvestments into compiiance with this
chapter no later than June 30, 1983. The pian for
complliance shall be submit-ed tc the genera. assembly
by January 15, 1989. CUnless the gerera: assembiy
disaporoves of the plan by resclution, divestment and
reinvestment under the vlan shail commence ¢n Julv 1,
1989. Progress in carrying out any proposeg
medifications of the plan shall be reported to the
géneral assembly by the divestment advisory council
each January, through January 1994.

Sec. 4. Section 12A.3%, Code 1987, is amended by
adding the following new subsection:

NEW SUBSECTION. 3. A five-member divestment
advisory council is established. The council shali
serve :through January :994 and shali be compcsed of
the treasurer c¢f state or the treasurer's designee, a
representative named by the state bcard of regents, a
representative named by the investment bcard cf the
Iowa public employees' retirement system, and two
members c¢f the puplic appcinted by the governor. The
treasurer or the treasurer's designee shall serve as
the chairperscn of the council.”

5~-5541 ‘
Fited March 24, 1988 BY JEAN LLOYD-JONES r
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MARCH 11, 1988 " Senator Lioyd-Jones

STATE OF 10WA

LS8 No. 81255
FISCAL NOTE Staffl[g. DPW

REQ. BY SENATOR LLOYD-JONES SENATE FILE 2122

In complisnce with a written request received March 7, 1988, a fiscal note for
SENATE PILE 2122 is hereby submitted pursuant to Joint Rule 17, Data used in
developing this fiscal note are available from the Legislative Fiscal Buregu
to members '6f the Legislature upon request.

Senate File 2122 eliminates the exception that allows investment in companies
doing business in South Africa that have adopted the Scuilivan Principles or
have been signatories of those principles.

ASSUMPTIONS

A. 0f the 192 U.S corporations that have exposure in South Africa, at
least 19 have manufacturing or other operations within the State of
Iowa. The holdings in these companies would have to be ligquidated.
These include:

a. American Home Products Corg.
b. Bandag Inc.
<. Borden Inc.
d. Cargill Inc.
e, Cacerpillar Tractor Co.
f. Champion Spark Plug Co.

_ g- Deere and Co.
h. Donaldson Co. Inc.
i. E. I. Du Pont de Memours and Co.
] Fruehauf Corp.
k. The Coodyear Tire and Rubber Co.
. Harnischfeger Cortp.
m. Monsanto Co,
n. Parker Hannifin Corp.
o. Raytheon Co.
p- Tenneco Inc, “
q-. Tokheim Corp.
r. UsG Corp.

s. Upjohn Co. "

B. The rate of return from this change in investment policy 1s estimate
to range from 0.5 to Q.91 across the various portfolio holdings.

C. Most high quality commercial paper issuers will be affected and
probibited. Also, Bankers Acceptance issuers.

D. The bill may be interpreted to apply to cities with more than 8,000
populatien. If this interpretation were adopted 1t would also
restrict their investment options and vceduce their interest
earnings.

E. The retirement program for regent employees covered under TIAA~CREFF
would not be required to divest as all other state administered
recirement programs would be under the bill, This would cause a
disparity of earnings potential among pension systems for differing
groups using state montes and restrict future earning and benefits
among those which were forced to divest.

" PISCAL EBFFECT: Investments made by the Board of Regents, IPERS, IPORS,
Judicial Retirement System and the Treasurer's Office all would be impacted by




