SENATE BILL No. 1416
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SENATE BILL No. 1416

September 17, 2002, Introduced by Senator PETERS and referred to the Committee on
Appropriations.

A bill to anend 1965 PA 314, entitled
"Public enpl oyee retirenment systeminvestnent act,"”

(MCL 38.1132 to 38.1140l) by adding section 13b.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

SEC. 13B. (1) AN I NVESTMENT FI DUCI ARY THAT DOES BUSI NESS
WTH A SYSTEM THAT | S CREATED AND ESTABLI SHED BY THI S STATE SHALL
DI SCLOSE ALL OF THE FOLLOW NG TO THE SYSTEM I N WRI TI NG ON AN
ANNUAL BASI S:

(A) THE COVPENSATI ON BASI S FOR EACH PORTFCOLI O MANAGER AND
ANALYST.

(B) ANY POTENTI AL CONFLI CTS OF | NTEREST THAT ARI SE AS A
RESULT OF RELATI ONSHI PS BETWEEN CLI ENTS AND CORPORATE PARENTS OF
THE | NVESTMENT FI DUCI ARY.
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(© WHETHER THE | NVESTMENT FI DUCI ARY USES BROKER- DEALERS
THAT HAVE ADOPTED ALL OF THE FOLLOW NG CONFLI CT OF | NTEREST
PRI NCI PLES:

(i) THERE SHALL BE NO LI NK BETWEEN ANALYST COVPENSATI ON AND
| NVESTMENT BANKI NG

(i) THERE SHALL BE NO | NVESTMENT BANK | NPUT | NTO ANALYST
COMPENSATI ON.

(i) ALL RESEARCH RECOMVENDATI ONS SHALL BE REVI EVED, ANA-
LYZED, AND APPROVED OR DI SAPPROVED BY AN | NDEPENDENT | NVESTMENT
REVI EW COW TTEE.

(iv) AN | NDEPENDENT MONI TOR SHALL BE ESTABLI SHED TO ENSURE
COVPLI ANCE W TH THE CONFLI CT OF | NTEREST PRI NCI PLES.

(v) IF RESEARCH COVERAGE OF A COVPANY IS DI SCONTI NUED, THE
BROKER- DEALER SHALL RECEI VE A REPORT FROM THE | NVESTMENT BANKI NG
FI RM OR RESEARCHER DI SCLOSI NG THE REASONS FOR DI SCONTI NUI NG
RESEARCH COVERAGE AND THE BROKER- DEALER SHALL NOTI FY THE STATE
THAT THE LAST RATI NG FOR THE COMPANY IS NOT TO BE RELI ED UPON.

(vi) PROVI DE CONSPI CUOUS NOTI CE ON ALL RESEARCH REPORTS
STATI NG WHETHER THE COVPANY BEI NG RATED |'S AN | NVESTMENT BANKI NG
CLI ENT OF THE BROKER- DEALER

(2) I NVESTMENT FI DUCI ARI ES THAT ARE FI DUCI ARI ES FOR A SYSTEM
THAT IS CREATED AND OPERATED BY THI S STATE SHALL ADOPT SAFEGUARDS
THAT ENSURE THAT POTENTI AL CONFLI CTS OF | NTEREST DO NOT | NFLUENCE
| NVESTMENT DECI SI ONS MADE ON BEHALF OF THE SYSTEM

(3) I NVESTMENT FI DUCI ARI ES THAT ARE FI DUCI ARI ES FOR A SYSTEM
THAT IS CREATED AND COPERATED BY THI S STATE SHALL CLOSELY
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1 SCRUTI NI ZE THE AUDI TI NG AND CORPORATE GOVERNANCE PRACTI CES OF
2 COVPANIES I N VWH CH PENSI ON FUNDS ARE | NVESTED
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