PRINTER S N0 2390

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1570 %%

| NTRODUCED BY A. W LLI AMS, COSTA, FONTANA, ORI E, KI TCHEN
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AN ACT
Prohibiting the investnent of State funds in certain private
busi ness entities doing business in Sudan; and providing
i ndemmi fication to certain persons.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Short title.
This act shall be known and may be cited as the Sudan
Di vest ment Act.
Section 2. Declaration of policy.
The CGeneral Assenbly finds and declares as foll ows:

(1) On July 23, 2004, the United States Congress
declared that "the atrocities unfolding in Darfur, Sudan,
genoci de. "

(2) On Septenber 9, 2004, Secretary of State Colin L
Powel |l told the United States Senate Foreign Rel ations
Committee that "genocide has occurred and may still be

occurring in Darfur" and "the Governnent of Sudan and the

Janj aweed bear responsibility.”
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(3) On Septenmber 21, 2004, addressing the United Nations
CGeneral Assenbly, President George W Bush affirmed the
Secretary of State's finding and stated, "At this hour, the
world is witnessing terrible suffering and horrible crines in
the Darfur region of Sudan, crinmes ny governnment has
concl uded are genocide.”

(4) On Decenber 7, 2004, the United States Congress
noted that the genocidal policy in Darfur has led to reports
of "systematic rape of thousands of wonen and girls, the
abduction of wonen and children, and the destruction of
hundreds of ethnically African villages, including the
poi soning of their wells and the plunder of their crops and
cattl e upon which the people of such villages sustain
t henmsel ves. "

(5) Also on Decenber 7, 2004, Congress found that "the
Government of Sudan has restricted access by humanitarian and
human rights workers to the Darfur area through intimdation
by mlitary and security forces, and through bureaucratic and
adm ni strative obstruction, in an attenpt to inflict the nost
devastating harm on those individuals displaced fromtheir
vill ages and hones w thout any neans of sustenance or
shel ter."

(6) On Septenber 25, 2006, Congress reaffirned that "the
genoci de unfolding in the Darfur region of Sudan is
characterized by acts of terrorismand atrocities directed
agai nst civilians, including nmass nurder, rape, and sexual
vi ol ence conmtted by the Janjaweed and associated mlitias
with the conplicity and support of the National Congress
Party-led faction of the Governnent of Sudan.”

(7) On Septenber 26, 2006, the United States House of
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1 Representatives stated that "an estimated 300, 000 to 400, 000
2 peopl e have been killed by the Governnment of Sudan and its

3 Janjaweed allies since the Darfur crisis began in 2003, nore
4 t han 2, 000, 000 peopl e have been displaced fromtheir hones,
5 and nore than 250,000 people from Darfur remain in refugee

6 canps in Chad."

7 (8) The Darfur crisis represents the first tinme the

8 United States Governnent has | abel ed ongoing atrocities a

9 genoci de.

10 (9) The United States Governnent has inposed sanctions
11 agai nst the Governnent of Sudan since 1997. These sanctions
12 are nonitored through the United States Treasury Departnent's
13 O fice of Foreign Assets Control (OFAC).

14 (10) According to a former chair of the United States
15 Securities and Exchange Commi ssion, "the fact that a foreign
16 conpany is doing material business with a country,

17 government, or entity on OFAC s sanctions list is, in the SEC
18 staff's view, substantially likely to be significant to the
19 reasonabl e i nvestor's deci sion about whether to invest in
20 t hat conpany.”
21 (11) Since 1993, the United States Secretary of State
22 has determi ned that Sudan is a country the governnent of
23 whi ch has repeatedly provided support for acts of
24 international terrorism thereby incurring restrictions of
25 United States assistance, defense exports and sal es, and
26 financial and other transactions with the CGovernnent of
27 Sudan.
28 (12) A 2006 United States House of Representatives
29 report states that "a conmpany's association with sponsors of
30 terrorismand human rights abuses, no matter how | arge or
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1 smal |, can have a materially adverse result on a public

2 conmpany's operations, financial condition, earnings, and

3 stock prices, all of which can negatively affect the val ue of
4 an investnent."

5 (13) In response to the financial risk posed by

6 i nvestnments in conmpani es doi ng business with a terrorist-

7 sponsoring state, the Securities and Exchange Comm ssion

8 established its Ofice of 3 obal Security Risk to provide for
9 enhanced di scl osure of material information regarding such
10 compani es.

11 (14) The current Sudan di vestnment novenment enconpasses
12 nearly 100 universities, cities, states and private pension
13 pl ans.

14 (15) The following are to be comended:

15 (1) The City of Phil adel phia, which in Septenber

16 2006 divested its funds from conpani es doi ng business in
17 Sudan, the largest city in the United States to do so to
18 dat e.

19 (ii) The Gty of Pittsburgh, which in March 2007
20 di vested its funds from conpani es doi ng business in
21 Sudan.
22 (ti1) The over half dozen Pennsyl vania col | eges and
23 uni versities which have al ready divested from conpani es
24 doi ng busi ness in Sudan or are considering doing so.
25 (16) Conpani es facing such w despread di vest nent present
26 further material risk to remaining investors.
27 (17) It is a fundanmental responsibility of the
28 Commonweal th to deci de where, how, and by whom fi nanci al
29 resources in its control should be invested, taking into
30 account nunerous pertinent factors.
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(18) It is the prerogative and desire of the
Commonweal th, in respect to investnent resources in its
control and to the extent reasonable, with due consideration
for, anong other things, return on investnent, on behalf of
itself and its investnment beneficiaries, not to participate
in an ownership or capital-providing capacity with entities
that provide significant practical support for genocide,
including certain non-United States conpani es presently doing
busi ness in Sudan.

(19) It is the judgnent of the Ceneral Assenbly that
this act should remain in effect only insofar as it continues
to be consistent with, and does not unduly interfere wth,
the foreign policy of the United States as determ ned by the
United States Government.

(20) It is the judgnent of the Ceneral Assenbly that
mandat ory di vestnent of public funds from certain conpanies
is a neasure that should be enployed sparingly and
judiciously. A congressional and presidential declaration of
genoci de satisfies this high threshol d.

Section 3. Definitions.

The foll ow ng words and phrases when used in this act shal
have the neanings given to themin this section unless the
context clearly indicates otherw se:

"Active business operations.” Al business operations that
are not inactive business operations.

"Busi ness operations.” Engaging in commerce in any formin
Sudan, including by acquiring, devel opi ng, maintaining, owning,
selling, possessing, |easing or operating equipnent, facilities,
personnel, products, services, personal property, real property

or any ot her apparatus of business or conmerce.
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"Conpany." A sole proprietorship, organization, association,
corporation, partnership, joint venture, limted partnership,
limted liability partnership, limted liability conpany or
other entity or business association, including a wholly owned
subsidiary, nmajority-owned subsidiary, parent conpany or
affiliate of such entities or business associations, that exists
for profit-making purposes.

"Conplicit." Taking actions during any precedi ng 20-nonth
period that have directly supported or pronoted the genoci dal
canpaign in Darfur, including, but not limted to:

(1) preventing nenbers of Darfur's victimzed popul ation
from comuni cating with each ot her

(2) encouragi ng Sudanese citizens to speak out agai nst
an internationally approved security force for Darfur;

(3) actively working to deny, cover-up or alter the
record on human rights abuses in Darfur; or

(4) other simlar actions.

"Direct holdings in a conpany.” All securities of that
conpany held directly by the public fund in an account or fund
in which the public fund owmns all shares or interests.

"Governnment of Sudan."” The governnent in Khartoum Sudan,
which is led by the National Congress Party, fornerly known as
the National Islamc Front, or any successor governnent fornmed
on or after Cctober 13, 2006, including the coalition National
Unity Government agreed upon in the Conprehensive Peace
Agreenent for Sudan. The term does not include the regional
gover nment of southern Sudan.

"I nactive business operations.” The nmere continued hol di ng
or renewal of rights to property previously operated for the

pur pose of generating revenues but not presently depl oyed for

2008051570B2390 - 6 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

such purpose.

"Indirect holdings in a conpany.” All securities of that
conpany held in an account or fund, such as a nmutual fund,
managed by one or nore persons not enployed by a public fund,
whi ch the public fund owns shares or interests together with

ot her investors not subject to the provisions of this act.

“Mar gi nal i zed popul ati ons of Sudan."” Includes, but are not

limted to:

(1) the portion of the population in the Darfur region

t hat has been genocidally victim zed;
(2) the portion of the popul ation of southern Sudan

victim zed by Sudan's North-South civil war;

in

(3) the Beja, Rashidiya and other simlarly underserved

groups of eastern Sudan;

(4) the Nubian and other simlarly underserved groups in

Sudan's Abyei, Southern Blue Nile and Nuba Muntain regions;

and
(5) the Amri, Hamadab, Manasir and other simlarly

under served groups of northern Sudan.

"Mlitary equi pnment.” Wapons, arns, mlitary supplies and

equi pnent that readily may be used for mlitary purposes,

i ncludi ng radar systenms or mlitary-grade transport vehicles or

supplies or services sold or provided directly or indirectly to

any force actively participating in arned conflict in Sudan.
"M neral extraction activities.” Includes exploring,

extracting, processing, transporting or whol esale selling or

trading of elenmental minerals or associated netal alloys or

oxi des (ore), including gold, copper, chromum chromte,

di anonds, iron, iron ore, silver, tungsten, uranium and zinc,

well as facilitating such activities, including by providing
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supplies or services in support of such activities.
"Ol-related activities." |Includes, but are not limted to:
(1) owning rights to oil bl ocks;
(2) exporting, extracting, producing, refining,
processing, exploring for, transporting, selling or trading

oi l;

(3) constructing, maintaining or operating a pipeline,
refinery or other oil-field infrastructure; or

(4) facilitating such activities, including by providing
supplies or services in support of such activities, except
that the nmere retail sale of gasoline and rel ated consumner
products are not oil-related activities.

"Power production activities.” Any business operation that
i nvol ves a project comm ssioned by the National Electricity
Cor poration of Sudan or another simlar Governnment of Sudan
entity whose purpose is to facilitate power generation and
delivery, including, but not limted to, establishing power-
generating plants or hydroelectric dans, selling or installing
conmponents for the project, and providing service contracts
related to the installation or nmaintenance of the project, as
well as facilitating such activities, including by providing
supplies or services in support of such activities.

"Public fund.” A Commonwealth fund, including the State
Enpl oyees' Retirenment Fund and the Public School Enpl oyees’
Retirement Fund. The termincludes the State entity responsible
for adm ni stering the fund.

"Scrutinized conpany.” A conpany that:

(1) engages in scrutinized business operations described
under section 4; or

(2) is conplicit in the Darfur genocide.
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"Soci al devel opnent conpany."” A conpany whose primary
purpose in Sudan is to provide humanitarian goods or services,
i ncl udi ng nmedi ci ne or nedi cal equipnment, agricultural supplies
or infrastructure, educational opportunities, journalismrelated
activities, information or information materials, spiritual-
related activities, services of a purely clerical or reporting
nature, food, clothing or general consumer goods that are
unrelated to oil-related activities, mneral extraction
activities or power production activities.

"Substantial action.”™ Adopting, publicizing and inplenenting
a formal plan to cease scrutinized business operations within
one year and to refrain fromany such new busi ness operations,
undertaki ng humanitarian efforts in conjunction with an
i nternational organization, the Governnent of Sudan, the
regi onal Government of Southern Sudan or a nonprofit entity and
eval uated and certified by an independent third party to be
substantial in relationship to the conpany's Sudan busi ness
operations and of benefit to one or nore marginalized
popul ati ons of Sudan, or, through engagenent with the Governnent
of Sudan, materially inproving conditions for the genocidally
victim zed popul ation in Darfur.
Section 4. Scrutinized business operations.

(a) GCeneral rule.--A conmpany engages in scrutinized business
operations if:

(1) the conpany has busi ness operations that involve
contracts with or providing supplies or services to the
Government of Sudan, a conpany in which the Governnment of
Sudan has any direct or indirect equity share, a Governnent
of Sudan-comm ssi oned consortium or project or a conpany

i nvolved in a Governnent of Sudan-comm ssi oned consortium or
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1 proj ect and:

2 (i) nore than 10% of the conpany's revenues or

3 assets linked to Sudan involve oil-related activities or
4 m neral extraction activities, |less than 75% of the

5 conpany's revenues or assets linked to Sudan involve

6 contracts with or provision of oil-related or mneral

7 extracting products or services to the regional

8 government of southern Sudan or a project or consortium
9 created exclusively by that regi onal governnent and the
10 conpany has failed to take substantial action; or

11 (i1i) nore than 10% of the conpany's revenues or

12 assets linked to Sudan invol ve power production

13 activities, less than 75% of the conpany's power

14 production activities include projects whose intent is to
15 provi de power or electricity to the marginalized

16 popul ati ons of Sudan and the conpany has failed to take
17 substanti al action; or

18 (2) the conpany supplies mlitary equi pnent within

19 Sudan, unl ess:
20 (i) the conpany clearly shows that the mlitary
21 equi pnent cannot be used to facilitate offensive mlitary
22 actions in Sudan; or
23 (i1i) the conpany inplenments rigorous and verifiable
24 saf eguards to prevent use of that equi pnent by forces
25 actively participating in armed conflict, including:
26 (A) using post-sale tracking of such equi prment
27 by the conpany;
28 (B) certification froma reputable and objective
29 third party that such equi pnment is not being used by
30 a party participating in arnmed conflict in Sudan; or
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(C© selling such equi pment solely to the
regi onal government of southern Sudan or any
internationally recogni zed peacekeepi ng force or
humani t ari an organi zati on.

(b) Social devel opment conpany. --Notw t hst andi ng any ot her
provision of this act, a social devel opnment conpany that is not
conplicit in the Darfur genocide may not be considered a
scrutini zed conpany.

Section 5. Identification of conpanies.

(a) Identification.--Wthin 90 days follow ng the effective
date of this act, the public fund shall nake its best efforts to
identify all scrutinized conpanies in which the public fund has
direct or indirect holdings or could possibly have such hol di ngs
in the future. Efforts shall include, as appropriate, any of the
fol | ow ng:

(1) reviewing and relying, as appropriate in the public
fund's judgnment, on publicly available information regarding
conpani es with business operations in Sudan, including
i nformati on provided by nonprofit organizations, research
firms, international organizations and governnent entities;

(2) contacting asset managers contracted by the public
fund that invest in conpanies wth business operations in
Sudan; or

(3) contacting other institutional investors that have
di vested from or engaged with conpani es that have busi ness
operations in Sudan.

(b) List.--By the first neeting of the public fund follow ng
t he 90-day period described in subsection (a), the public fund
shall assenble all scrutinized conpanies identified into a

scrutini zed conpanies |ist.
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(c) Update.--The public fund shall update the scrutinized
conpanies list on a quarterly basis based on evol ving
information from anong other sources, those listed in
subsection (a).

Section 6. Required actions.

(a) Engagenent.--The public fund shall adhere to the
foll ow ng procedure for conpanies on the scrutinized conpanies
l'ist:

(1) The public fund shall imedi ately determ ne the
conmpani es on the scrutinized conpanies list in which the
public fund owns direct or indirect holdings.

(2) For each conpany identified in paragraph (1) with
only inactive business operations, the public fund shall send
a witten notice informng the conmpany of this act and
encouraging it to continue to refrain frominitiating active
busi ness operations in Sudan until it is able to avoid
scrutini zed business operations. The public fund shal
conti nue such correspondence on a seni annual basis.

(3) For each conpany newy identified in paragraph (1)
wi th active business operations, the public fund shall send a
witten notice inform ng the conpany of its scrutinized
conpany status and that it nay beconme subject to divestnent
by the public fund. The notice shall offer the conpany the
opportunity to clarify its Sudan-related activities and shal
encourage the conpany, within 90 days, to either cease its
scrutini zed business operations or convert the operations to
i nactive business operations in order to avoid qualifying for
di vest ment by the public fund.

(4) If, within 90 days followi ng the public fund' s first

engagenment with a conmpany pursuant to paragraph (3), that
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1 conmpany ceases scrutinized business operations, the conpany
2 shall be renoved fromthe scrutinized conpanies list and the
3 provi sions of this section shall cease to apply to it unless
4 it resunes scrutinized business operations. If, within 90

5 days followi ng the public fund' s first engagenent, the

6 conmpany converts its scrutinized active business operations
7 to inactive business operations, the conpany shall be subject
8 to all provisions relating thereto.

9 (b) Divestnent.--The public fund shall adhere to the

10 follow ng procedure for conpani es on the scrutinized conpanies
11 list:

12 (1) |If, after 90 days following the public fund's first
13 engagenment with a conmpany pursuant to subsection (a)(3), the
14 conpany continues to have scrutinized active business

15 operations, and only while the conmpany continues to have

16 scrutini zed active business operations, the public fund shal
17 sell, redeem divest or withdraw all publicly traded

18 securities of the conpany, except as provided, according to
19 the foll ow ng schedul e:
20 (i) At least 50% of such assets shall be renoved
21 fromthe public fund s assets under managenent by nine
22 nont hs after the conpany's nobst recent appearance on the
23 scrutini zed conpanies |ist.
24 (i) 100% of such assets shall be renoved fromthe
25 public fund's assets under managenent wi thin 15 nonths
26 after the conpany's nost recent appearance on the
27 scrutini zed conpanies |ist.
28 (2) |If a conpany that ceased scrutinized active business
29 operations follow ng engagenent pursuant to subsection (a)(3)
30 resunmes such operations, paragraph (1) shall imediately
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apply, and the public fund shall send a witten notice to the

conpany. The conpany shall also be inmediately reintroduced

onto the scrutinized conpanies |ist.

(c) Prohibition.--At no tine shall the public fund acquire
securities of companies on the scrutinized conpanies |ist that
have active busi ness operations, except as provided in
subsection (d).

(d) Exenption.--No conpany which the United States
Government affirmatively declares to be excluded fromits
present or any future Federal sanctions regine relating to Sudan
shall be subject to divestnment or investment prohibition
pursuant to subsections (b) and (c).

(e) Excluded securities.--Notw thstandi ng any provision of
this act to the contrary, subsections (b) and (c) shall not
apply to indirect holdings in actively managed i nvestnment funds.
The public fund shall, however, submt letters to the nmanagers
of such investnent funds containing conpanies with scrutinized
active business operations requesting that they consider
removi ng such conpanies fromthe fund or create a simlar
actively managed fund with indirect hol dings devoid of such
conpanies. |If the manager creates a simlar fund, the public
fund shall replace all applicable investnments with investnents
inthe simlar fund in an expedited tine frame consistent with
prudent investing standards. For the purposes of this section,
"private equity" funds shall be deenmed to be actively nmanaged
i nvest ment funds.

Section 7. Reporting.

(a) Initial report.--The public fund shall file a publicly

avai l abl e report to the General Assenbly and the Auditor General

that includes the scrutinized conpanies list within 30 days
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1 after the list is created.

2 (b) Subsequent reports.--Annually thereafter, the public

3 fund shall file a publicly avail able report to the General

4 Assenbly and the Auditor General and send a copy of that report
5 to the United States Presidential Special Envoy to Sudan, or an
6 appropriate designee or successor, that includes:

7 (1) A sunmary of correspondence with conpani es engaged
8 by the public fund under section 6(a)(2) and (3).

9 (2) Al investnents sold, redeened, divested or

10 wi thdrawn in conpliance with section 6(b).

11 (3) Al prohibited investnments under section 6(c).

12 (4) Any progress nade under section 6(e).

13 Section 8. Expiration.

14 This act shall expire upon the occurrence of any of the

15 follow ng:

16 (1) The Congress or President of the United States

17 decl ares that the Darfur genocide has been halted for at

18 | east 12 nont hs.

19 (2) The United States revokes all sanctions inposed
20 agai nst the Governnment of Sudan.
21 (3) The Congress or President of the United States
22 decl ares that the Governnent of Sudan has honored its
23 conmm tnents to cease attacks on civilians, denobilize and
24 dem litarize the Janjaweed and associated mlitias, grant
25 free and unfettered access for deliveries of humanitarian
26 assi stance and allow for the safe and voluntary return of
27 refugees and internally displaced persons.
28 (4) The Congress or President of the United States,
29 t hrough | egi slation or executive order, declares that
30 mandat ory di vestnent of the type provided for in this act
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interferes with the conduct of United States foreign policy.
Section 9. (OQher | egal obligations.

Wth respect to actions taken in conpliance with this act,

i ncludi ng any fiduciary or prudent investing responsibilities as
described in 24 Pa.C.S. 8 8521 (relating to managenent of fund
and accounts) and 71 Pa.C. S. 8 5931 (relating to managenent of
fund and accounts) and all good faith determ nations regarding
conpanies as required by this act, the public fund shall be
exenpt fromany conflicting statutory or common | aw obl i gati ons,
i ncluding any obligations in respect to choice of asset
managers, investnent funds or investnents for the public fund's
securities portfolios.
Section 10. Reinvestnent in certain conpanies with scrutinized
active business operations.

(a) Reinvestnent.--Notwi thstanding any other provision of
this act to the contrary, the public fund shall be permtted to
cease divesting fromcertain scrutinized conpani es pursuant to
section 6(b) or reinvest in certain scrutinized conpanies from
which it divested pursuant to section 6(b) if clear and
convi nci ng evi dence shows that the value for all assets under
managenent by the public fund becones equal to or |ess than
99.50% (50 basis points) of the hypothetical value of all assets
under managenent by the public fund assum ng no divestnent for
any conpany had occurred under section 6(b).

(b) Limtation.--Cessation of divestnment, reinvestnent or
any subsequent ongoi ng investnent authorized by this section
shall be strictly limted to the m ninum steps necessary to
avoi d the contingency set forth in subsection (a).

(c) Report.--For any cessation of divestnent, reinvestnent

or subsequent ongoing investnent authorized by this section, the

2008051570B2390 - 16 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

public fund shall provide a witten report to the General
Assenbly and the Auditor General in advance of initial

rei nvestment, updated sem annually thereafter as applicabl e,
setting forth the reasons and justification, supported by clear
and convincing evidence, for its decisions to cease divestnent,
reinvest or remain invested in conpanies with scrutinized active
busi ness operati ons.

(d) Application.--This section has no application to
rei nvestment in conpanies on the ground that have ceased to have
scrutini zed active business operations.

Section 11. Indemification.

(a) GCeneral rule.--Each indemitee shall be indemified and
hel d harm ess by the Commonweal th for all good faith actions
taken by the indemitee and for all good faith failures to take
action, regardl ess of the date of any such action or failure to
take action; in connection with attenpts to conply with any
investnment limtations inposed by statute against all expense,
l[iability and loss, including, without limtation, attorney
fees, judgnents, fines, taxes, penalties and anmounts paid or to
be paid in settlenments reasonably incurred or suffered by the
i ndemni tee in connection with any proceedi ng.

(b) Advance paynent.--The right to indemnification provided
in this section shall include the right to have the expenses
reasonably incurred by the indemitee in defending any
proceedi ng paid by the Commonweal th in advance of the final
di sposition of the proceedi ng upon the receipt by the
Commonweal th of a witten undertaking by the indemitee to
refund the amounts so advanced if it is ultinmately determ ned
that the indemmitee is not entitled to i ndemification under

this section.
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(c) Persons entitled.--Indemification pursuant to this
section shall continue as to an indemitee who has ceased to be
a board nenber, designee of a board nenber, officer or enployee
of a public fund and shall inure to the benefit of such person's
| egal representatives, heirs, executors and adm ni strators.

(d) Reinmbursenent to public funds.--To the extent that the
Commonweal t h does not make any i ndemification paynents,

i ncl udi ng any advancenent of |egal fees and expenses, within 30
days of demand therefore, a public fund shall make such paynent
and the Comonweal th shall reinburse the public fund.

(e) Construction.--The repeal or amendnent of any provision
of this section shall not limt the rights of any indemitee to
i ndemni fication, including advancenent of expenses, w th respect
to any action or failure to act occurring prior to the effective
date of such repeal or anmendnent.

(f) Definitions.--As used in this section, the follow ng
wor ds and phrases shall have the neanings given to themin this
subsecti on:

"Indemmitee.” Each current or forner board nmenber, duly
appoi nted desi gnee of a board nenber, officer, enployee,
including, without limtation, the attorneys in the Ofice of
Chi ef Counsel that serve a public fund, agent, research firm or
i nvest ment manager of a public fund who was or is a party to, or
is threatened to be nade a party to, or is otherw se invol ved
in, any proceeding, by reason of the fact that the person is or
was a board nmenber, designee of a board nmenber, officer
enpl oyee, agent, research firmor investnent nmanager of a public
fund.

"Proceeding.” Any threatened, pending or conpleted action,

suit or proceeding, including, without limtation, an action,
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1 suit or proceeding by or in the right of a public fund, relating
2 to conpliance with any investnent limtations inposed by

3 statute, whether civil, crimnal, adm nistrative, investigative
4 or through arbitration.

5 Section 12. Audits.

6 The Auditor General shall conduct an annual conpliance audit
7 of each public fund subject to the provisions of this act. The
8 Auditor General may refer any finding of an audit conducted

9 under this section to the Attorney General for investigation.
10 Section 13. Rei nbursenent.
11 After the end of the fiscal year of each public fund, the
12 public fund shall submit to and the Secretary of the Budget
13 shall certify the determ nation of the |osses incurred by the
14 public fund as a result of conpliance with the provisions of
15 this act and the Commonweal th shall pronptly reinburse the
16 public fund for such |losses fromthe General Fund.
17 Section 14. Effective date.
18 This act shall take effect in 60 days.
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