
HOUSE BILL No. 5695
March 16, 1992, Introduced by Reps. Bennane and Saunders and 

referred to the Committee on Senior Citizens and Retirement.

A  b i l l  to a m e n d  s e c t i o n  12 of Ac t  No. 314 of the P u b l i c  A c t s  

of 1965, e n t i t l e d  as a m e n d e d

"An a c t  to a u t h o r i z e  the i n v e s t m e n t  of a s s e t s  of p u b l i c  e m p l o y e e  
r e t i r e m e n t  s y s t e m s  or p l a n s  c r e a t e d  an d  e s t a b l i s h e d  by the s t a t e  
or a n y  p o l i t i c a l  s u b d i v i s i o n ;  to p r o v i d e  for the p a y m e n t  of c e r ­
t a i n  c o s t s  a n d  i n v e s t m e n t  e x p e nses; to a u t h o r i z e  i n v e s t m e n t  in 
v a r i a b l e  ra t e  i n t e r e s t  loans; to d e f i n e  a n d  li m i t  the i n v e s t m e n t s  
w h i c h  m a y  be m a d e  by a n  i n v e s t m e n t  f i d u c i a r y  w i t h  the a s s e t s  of a 
p u b l i c  e m p l o y e e  r e t i r e m e n t  system; a n d  to p r e s c r i b e  the p o w e r s  
a n d  d u t i e s  of i n v e s t m e n t  f i d u c i a r i e s  a n d  c e r t a i n  s t a t e  d e p a r t ­
m e n t s  a n d  o f f i c e r s , "

as a m e n d e d  by A c t  No. 127 of the P u b l i c  A c t s  of 1988, b e i n g  s e c ­

t i o n  3 8 . 1 1 3 2  of the M i c h i g a n  C o m p i l e d  Laws; a n d  to a d d  s e c t i o n

20 j.

T H E  P E O P L E  O F  T H E  S T A T E  O F  M I C H I G A N  ENACT:

1 S e c t i o n  1. S e c t i o n  12 of Ac t  No. 314 of the P u b l i c  A c t s  of

2 1965, as a m e n d e d  by A c t  No. 127 of the P u b l i c  A c t s  of 1988, b e i n g

3 s e c t i o n  3 8 : 1 1 3 2  of the M i c h i g a n  C o m p i l e d  Laws, is a m e n d e d  a n d

4 s e c t i o n  2 0 j is a d d e d  to read as follows:

0 5 6 8 1 ' 9 2 K K R



1 Sec. 12. For the p u r p o s e s  of this act, the f o l l o w i n g  w o r d s

2 a n d  p h r a s e s  s h a l l -  h a v e  the f o l l o w i n g  m e a n i n g s :

3 (a) " A c c o u n t s  r e c e i v a b l e "  m e a n s  th o s e  r e c e i v a b l e s  of a

4 s y s t e m  w h i c h ■■ T H A T  p r e s u m a b l y  w i l l  b e  c o n v e r t e d  in t o  c a s h  d u r i n g

5 the n e x t  12 m o a t h s ,  i n c l u d i n g  but not l i m i t e d  to, e m p l o y e e  c o n -

6 t r i b u t i o n s ,  e m p l o y e r  c o n t r i b u t i o n s  d u e  f r o m  o t h e r  funds, a n d

7 e m p l o y e r  c o n t r i b u t i o n s  d u e  f r o m  o t h e r  u n i t s  of g o v e r n m e n t .

8 (b) " A s s e t s " ,  for the p u r p o s e  of m e e t i n g  a s s e t  l i m i t a t i o n s

9 c o n t a i n e d  in t h i s  act, m e a n s  the total of the cash, a c c o u n t s

10 r e c e i v a b l e ,  a n d  i n v e s t m e n t s  of a s y s t e m  v a l u e d  at cost.

11 (c) " E q u i t y  i n t e r e s t s "  m e a n s  l i m i t e d  p a r t n e r s h i p  i n t e r e s t s

12 a n d  o t h e r  i n t e r e s t s  in w h i c h  the l i a b i l i t y  of the i n v e s t o r  is

13 l i m i t e d  to the a m o u n t  of the i n v e s t m e n t ,  but d o e s  not m e a n  g e n -

14 e r a l  p a r t n e r s h i p  i n t e r e s t s  or o t h e r  i n t e r e s t s  i n v o l v i n g  g e n e r a l

15 l i a b i l i t y  of the investor.

16 (d) " I n v e s t m e n t  f i d u c i a r y "  m e a n s  a p e r s o n  w h o  d o e s  a n y  of

17 the f o l l o w i n g :

18 (i) E x e r c i s e s  a n y  d i s c r e t i o n a r y  a u t h o r i t y  or c o n t r o l  in the

19 i n v e s t m e n t  of a s y s t e m ' s  assets.

20 (ii) R e n d e r s  for a fee i n v e s t m e n t  a d v i c e  for a sys t e m .

21 (e) " I n v e s t "  or " i n v e s t m e n t "  m e a n s  the u t i l i z a t i o n  of m o n e y

22 in the e x p e c t a t i o n  of f u t u r e  r e t u r n s  in the f o r m  of i n c o m e  or

23 c a p i t a l  gain. I n v e s t m e n t s  i n i t i a l l y  p u r c h a s e d  in a c e o r d a n ee

24 w i t h  ■ P U R S U A N T  T O  this ac t  -wh i c h ■ T H A T  s u b s e q u e n t l y  d o  not q u a l -

25 if y  for p u r c h a s e  for a n y  reason, s h a l l  be c o n s i d e r e d  to c o n t i n u e

26 to m e e t  the r e q u i r e m e n t s  of this act. I n v e s t m e n t  i n c l u d e s  a

2
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1 g u a r a n t e e  b y  a n  i n v e s t m e n t  f i d u c i a r y  un d e r  s e c t i o n S E C T I O N S  20i

2 A N D  20 J.

3 (f) "Net e a r n i n g s  a v a i l a b l e  for f i x e d  c h a r g e s "  m e a n s  net

4 i n c o m e  a f t e r  d e d u c t i n g  o p e r a t i n g  a n d  m a i n t e n a n c e  e x p e n s e s ,  t a x e s

5 o t h e r  t h a n  f e d e r a l  a n d  s t a t e  i n c o m e  taxes, d e p r e c i a t i o n ,  a n d

6 d e p l e t i o n ,  but e x c l u d i n g  e x t r a o r d i n a r y  e x p e n s e s  a p p e a r i n g  in the

7 r e g u l a r  f i n a n c i a l  s t a t e m e n t s  of the system.

8 (g) " O b l i g a t i o n s "  m e a n s  bonds, notes, c o l l a t e r a l  t r u s t  c e r -

9 t i f i c a t e s ,  c o n v e r t i b l e  bonds, d e b e n t u r e s ,  e q u i p m e n t  t r u s t  c e r t i f -

10 ic a t e s ,  c o n d i t i o n a l  s a l e s  a g r e e m e n t s ,  g u a r a n t e e d  m o r t g a g e  c e r t i f -

11 icates, p a s s - t h r o u g h  c e r t i f i c a t e s ,  p a r t i c i p a t i o n  c e r t i f i c a t e s ,

12 m o r t g a g e s ,  tr u s t  deeds, g e n e r a l  o b l i g a t i o n  bonds, r e v e n u e  bo n d s ,

13 or o t h e r  s i m i l a r  i n t e r e s t  b e a r i n g  i n s t r u m e n t s  of debt.

14 O b l i g a t i o n s  m a y  be s e c u r e d  or u n s e c u r e d  a n d  m a y  be p u b l i c l y

15 o f f e r e d  or p r i v a t e l y  p l aced.

16 (h) "S m a l l  b u s i n e s s "  m e a n s  a c o r p o r a t i o n ,  p a r t n e r s h i p ,  s o l e

17 p r o p r i e t o r s h i p ,  or ot h e r  e n t i t y  w h i c h T H A T  d o e s  not m e e t  the

18 s p e c i f i c  r e q u i r e m e n t s  of i n v e s t m e n t s  p e r m i t t e d  u n d e r  th i s  act.

19 (i) "S m a l l  b u s i n e s s  i n v e s t m e n t  c o m p a n y "  m e a n s  a n  i n c o r p o -

20 r a t e d  b o d y  or a l i m i t e d  p a r t n e r s h i p  u n d e r  s e c t i o n  301 of t i t l e

21 III of the s m a l l  b u s i n e s s  i n v e s t m e n t  act of 1958, 15 U .S.C.

22 681 .

23 (j) " S tock" m e a n s  c a p i t a l  stocjt, c o m m o n  stock, p r e f e r r e d

24 s tock, A m e r i c a n  d e p o s i t o r y  r e c eipts, or a n y  o t h e r  e v i d e n c e  of

25 r e s i d u a l  o w n e r s h i p  of a c o r p o r a t i o n .
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1 (k) " S y s t e m "  m e a n s  a p u b l i c  e m p l o y e e  r e t i r e m e n t  s y s t e m

2 c r e a t e d  a n d  e s t a b l i s h e d  by fehc T H I S  s t a t e  or a n y  p o l i t i c a l

3 s u b d i v i s i o n  of feh e T H I S  state.

4 { I )  " V e n t u r e  c a p i t a l  firm" m e a n s  a c o r p o r a t i o n ,  p a r t n e r s h i p ,

5 p r o p r i e t o r s h i p ,  or o t h e r  entity, the p r i n c i p a l  b u s i n e s s  of w h i c h

6 is or w i l l  be the m a k i n g  of i n v e s t m e n t s  in s m a l l  b u s i n e s s ,  e i t h e r

7 d i r e c t l y  or i n d i r e c t l y  by i n v e s t i n g  in e n t i t i e s  the p r i n c i p a l

8 b u s i n e s s  of w h i c h  is or w i l l  be the m a k i n g  of i n v e s t m e n t s  in

9 s m a l l  b u s i n e s s e s .

10 SEC. 20J. A N  I N V E S T M E N T  F I D U C I A R Y  O F  A  S Y S T E M  H A V I N G  A S S E T S

11 O F  $ 5 0 , 0 0 0 , 0 0 0 . 0 0  O R  M O R E  M A Y  G U A R A N T E E  T H E  R E P A Y M E N T  O F  L O A N S

12 M A D E  BY  A  T H I R D  P A R T Y  T O  A  B O R R O W E R .  T H E  B O R R O W E R  S H A L L  P A Y  A

13 F E E  T O  T H E  I N V E S T M E N T  F I D U C I A R Y  AS  D E T E R M I N E D  BY T H E  I N V E S T M E N T

14 F I D U C I A R Y  A N D  T H E  B O R R O W E R .  T H E  I N V E S T M E N T  F I D U C I A R Y  M A Y  P L E D G E

15 A N D  R E P L E D G E  BONDS, S T OCKS, O R  O T H E R  S E C U R I T I E S  H E L D  B Y  T H E

16 S Y S T E M  A S  C O L L A T E R A L  F O R  T H E  G U A R A N T E E .  H O W E V E R ,  A N  I N V E S T M E N T

17 F I D U C I A R Y  O F  A  S Y S T E M  E L I G I B L E  T O  M A K E  G U A R A N T E E S  U N D E R  T H I S  S U B -

18 S E C T I O N  S H A L L  N O T  P L E D G E  A N D  R E P L E D G E  M O R E  T H A N  20% O F  T H E

19 S Y S T E M ' S  B O NDS, STOCKS, O R  O T H E R  S E C U R I T I E S  A S  C O L L A T E R A L  F O R  T H E

20 G U A R A N T E E S .

21 S e c t i o n  2. Th i s  a m e n d a t o r y  act sh a l l  ta k e  e f f e c t  u p o n  the

22 e x p i r a t i o n  of 180 d a y s  a f t e r  the d a t e  of its e n a c t m e n t .
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