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HOUSE BILL No. 4948

July 13, 1993, Introduced by Reps. Rhead, Dobb, Gilmer, Crissman, Bullard, Walberg,

Shugars, Sikkema, Stille and Nye and referred to the Committee on Appropriations.

A bill to amend section 12 of Act No. 314 of the Public Acts
of 1965, entitled as amended
"An act to authorize the investment of assets of public employee
retirement systems or plans created and established by the state
or any political subdivision; to provide for the payment of cer-
tain costs and investment expenses; to authorize iInvestment in
variable rate interest loans; to define and limit the iInvestments
which may be made by an investment fiduciary with the assets of a
public employee retirement system; and to prescribe the powers
and duties of investment fiduciaries and certain state depart-
ments and officers,”
as amended by Act No. 127 of the Public Acts of 1988, being sec-
tion 38.1132 of the Michigan Compiled Laws.

THE PEOPLE OF THE STATE OP MICHIGAN ENACT:

Section 1. Section 12 of Act No. 314 of the Public Acts of
1965, as amended by Act No. 127 of the Public Acts of 1988, being
section 38.1132 of the Michigan Compiled Laws, is amended to read

as Tollows:
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Sec. 12. For the purposes of this act the following words
and phrases shall have the following meanings:

(@ "Accounts receivable™ means those receivables of a
system which - THAT presumably will be converted into cash during
the next 12 months, including but not limited to, employee con-
tributions, employer contributions due from other funds, and
employer contributions due from other units of government.

(b) "Assets', for the purpose of meeting asset limitations
contained in this act, means the total of the cash, accounts
receivable, and investments of a system valued at cost.

(c©) "Equity interests” means limited partnership interests
and other interests in which the liability of the investor is
limited to the amount of the investment, but does not mean gen-
eral partnership interests or other interests involving general
liability of the investor.

() "Investment fiduciary”™ means a person who does any of
the following:

(i) Exercises any discretionary authority or control in the
investment of a system"s assets.

{#x) Renders for a fee investment advice for a system.

(e "lInvest" or "investment" means the utilization of money
in the expectation of future returns in the form of iIncome or
capital gain. Investments initially purchased —inmaeeordanec
with UNDER this act -whieh - THAT subsequently do not qualify for
purchase for any reason , shall be ARE considered to continue
to meet the requirements of this act. Investment includes a

guarantee by an iInvestment fiduciary under section 20i.
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(P "Net earnings available for fixed charges™ means net
income after deducting operating and maintenance expenses, taxes
other than federal and state income taxes, depreciation, and
depletion, but excluding extraordinary expenses appearing in the
regular financial statements of the system.

(@) "Obligations'™ means bonds, notes, collateral trust cer-
tificates, convertible bonds, debentures, equipment trust certif-
icates, conditional sales agreements, guaranteed mortgage certif-
icates, pass-through certificates, participation certificates,
mortgages, trust deeds, general obligation bonds, revenue bonds,
or other similar interest bearing instruments of debt.
Obligations may be secured or unsecured and may be publicly
offered or privately placed.

(h) "Small business"™ means a corporation, partnership, sole
proprietorship, or other entity -which THAT does not meet the
specific requirements of investments permitted under this act.

(1) "Small business investment company'™ means an iIncorpo-
rated body or a limited partnership under section 301 of title
11l of the small business investment act of 1958, 15 U.S.C.

681 .

() "'Stock™ means capital stock, common stock, preferred
stock, American depository receipts. or any other evidence of
residual ownership of a corporation.

(k) "System™ means a public employee retirement system cre-
ated and established by the state or any A political subdivi-
Sion of the state. SYSTEM DOES NOT INCLUDE THE MICHIGAN PUBLIC
EMPLOYEE DEFINED CONTRIBUTION PLAN CREATED BY THE MICHIGAN PUBLIC
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EMPLOYEE DEFINED CONTRIBUTION PLAN ACT OR OTHER EMPLOYER
SPONSORED DEFINED CONTRIBUTION PLAN ESTABLISHED BY A POLITICAL
SUBDIVISION PURSUANT TO THE POLITICAL SUBDIVISION PENSION AND
RETIREMENT PLAN CLOSURE ACT.

(1) "Venture capital firm" means a corporation, partnership,
proprietorship, or other entity, the principal business of which
is or will be the making of investments in small business, either
directly or indirectly by investing in entities the principal
business of which is or will be the making of investments in
small businesses.

Section 2. This amendatory act shall not take effect unless

Senate Bill No. or House Bill No. 4936 (request

no. 03641793 **) of the 87th Legislature is enacted into law.
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