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Date of Hearing:  April 28, 2021 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Lorena Gonzalez, Chair 
AB 869 (Bloom) – As Amended April 7, 2021 

Policy Committee: Banking and Finance    Vote: 12 - 0 

      
      

Urgency:  No State Mandated Local Program:  No Reimbursable:  No 

SUMMARY: 

This bill allows the State Treasurer to invest Pooled Money Investment Account (PMIA) funds 

in sovereign debt instruments.  Specifically, this bill: 

1) Adds sovereign debt instruments to the list of eligible securities in which the State Treasurer 

is authorized to invest and limits such investments to one percent of total PMIA assets. 

2) Requires the issuing country to be deemed an advanced economy by the International 
Monetary Fund and submit to federal and state court jurisdiction when investment disputes 

arise. 

3) Requires eligible securities to be: (a) rated investment grade by a nationally recognized 

ratings agency; (b) United States dollar denominated with a maximum maturity of five years; 
and, (c) eligible for purchase or sale within the United States. 

FISCAL EFFECT: 

Minimal and absorbable cost pressure to the State Treasurer’s Office. 

COMMENTS: 

1) Purpose.  This bill is sponsored by California State Treasurer Fiona Ma, who states: 

My office invests [California’s PMIA] funds pursuant to statute and an 
investment policy that favors safety and liquidity over yield or return.  

A broader array of safe investment alternatives would enhance 
competition and enable the Treasury to run more effectively.  In recent 

years Ohio, Illinois, Indiana, Louisiana, Oklahoma, Georgia, Colorado, 
and Arizona (among others) have introduced similar legislation to AB 
869 and all these states have had success with their new policies, 

gaining diversification without sacrificing safety. 

2) The PMIA.  The PMIA is the account through which the State Treasurer invests cash 

surpluses to manage the state’s cash flow.  The PMIA includes General Fund dollars, other 
state agency funds and cash from some participating cities.  The PMIA is governed by the 
Pooled Money Investment Board, which generally invests in safe instruments with short-term 

maturity schedules.  Existing law allows the PMIA to invest in: (a) United States government 
securities; (b) securities of federally sponsored agencies; (c) domestic corporate bonds; (d) 
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interest-bearing time deposits in California banks, savings and loan associations and credit 
unions; and, (e) prime-rated commercial paper.  The PMIA’s balance has significantly 

increased in recent years as California’s cash flow has improved.   

3) Foreign Investment Risks.  Sovereign debt is not a risk-free investment.  In addition to a 
higher risk of default, political instability can cause sovereign bonds to lose value, and 

sovereign debt is subject to currency risks if there is depreciation relative to the dollar.  
Sovereign debt purchases may also involve the state in geopolitical debates and spur calls for 

divestment, such as the recent initiative requiring the Public Employees’ Retirement System 
and State Teachers’ Retirement System to divest from the government of Turkey.  However, 
AB 869 includes some guardrails limiting the types of sovereign debt investments allowed, 

while granting the State Treasurer more flexibility to make smart strategic investments for 
the PMIA. 
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