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1 An Act relating to the investment policies for funds available

2

to certain state agencies.

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 97B.7, subsection 2, paragraph b, Code
1985, is amended by striking the paragraph and inserting in
lieu thereof the following:

b. Invest the portion of the retirement fund as in the
judgment of the department is not needed for current payment
of benefits under this chapter. The department shall
determine the disposition and investment of moneys in the
retirement fund. In the investment of the fund, the
department shall exercise the judgment and care, under the
circumstances then prevailing, which persons of prudence,
discretion and intelligence exercise in the management of
their own affairs as provided in section 633.123, subsection
1.

The department shall give appropriate consideration to
those facts and circumstances that the department knows or
should know are relevant to the particular investment in-
volved, including the role the investment plays in the total
value of the retirement fund.

For the purposes of this paragraph, appropriate con-
sideration includes, but is not limited to, a determination by
the department that the particular investment is reasonably
designed to further the purpcses of the retirement system,
taking into consideration the risk of loss and the opportunity
for gain or other return associated with the investment and
consideration of the following factors as they relate to the
retirement fund:

(1) The composition of the retirement fund with regard to
diversification.

(2) The liquidity and current return of the investments in
the fund relative to the anticipated cash flow requirements of
the retirement system.

{3) The proijected return of the investments relative to
the funding objectives of the retirement system.

Consistent with this paragraph, investments made under this
paragraph shall be made in a manner that will enhance the
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economy of this state, and in particular, will result in
increased employment of the residents of this state.

If there is loss on the redemption or sale of securities,
where invested as prescribed by law, neither the treasurer nor
the department is personally liable, but the 1loss shall be
charged against the retirement fund and there is appropriated
from the retirement fund an amount as required for the loss.
Expenses incurred in the sale and purchase of securities
belonging to the retirement fund shall be charged to the
retirement fund and there is appropriated from the retirement
fund an amount as required for the expenses incurred.
Investment management expenses shall be charged to the
investment income of the retirement fund and there is
appropriated from the retirement fund an amount as regquired
for the investment management expenses, subject to the
limitations stated in this gubparagraph. The amount
appropriated for a fiscal year under this subparagraph shall
not exceed one-half percent of the market value of the
retirement fund. The department shall report the investment
management expenses for a fiscal year as a percent of the
market value of the retirement fund in the annual report to
the governor required in section 97B.4.

Sec. 2. Section 97B.8, unnumbered paragraph 1, Code 1985,
is amended to read as follows:

A board is established to be known as the "Advisory
Investment Board of the Towa Public Employees' Retirement
system”, hereinafter called the "board", whose dutlies are to

advise and confer with the department in matters relating to
the investment of the trust funds of the Iowa public
employees' retirement system. At least annually the board

shall review the investment policies and procedures used by
the department under section 97B.7, subsection 2, paragraph

"b", and shall hold a public meeting on the investment

policies and investment performance of the fund. Following

its review and the public meeting, the beoard shall make recom-
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mendations to the department. The powers ¢f the board are

advisory and the department is not bound in the making of an
investment, or adoption of an investment policy or procedure,
by the recommendations of the board.

Sec. 3. Section 97B.57, Code 1985, is amended by adding
the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. The information provided under
this section shall include information on the investment

pelicies and investment performance of the retirement fund.
In providing this information, to the extent possible, the
department shall include the total investment return for the
entire fund, for portions of the fund managed by investment
managers, and for internally-managed portions of the fund.
The performance shall be based upon market as well as book
value, and shall be contrasted with relevant market indices
and with performances of pension funds with similar investment
policies and characteristics. This information shall be
prepared and available to employees at least on an annual
basis.

Sec. 4. Section 262.14, subsection 3, Code 1985, is
amended by striking the subsection and inserting in lieu
thereocf the followlng:

3. Any portion of the funds may be invested by the board.
In the investment of the funds, the board shall exercise the
judgment and care, under the circumstances then prevailing,
which persons of prudence, discretion and intelligence
exercise in their own affairs as provided in section 633.123,
subsection 1.

The board shall give appropriate consideration to those
facts and circumstances that the board knows or should know
are relevant to the particular investment involved, including
the role the investment plays in the total value of the
board's funds.

For the purposes of this subsection, appropriate con-

sideration includes, but is not limited to, a determination by
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the board that the particular investment is reasonably
designed to further the purposes prescribed by law to the
board, taking into consideration the risk of loss and the
opportunity for gain or other return associated with the
investment and consideration of the following factors as they
relate to the funds of the board:

a. The composition of the funds of the board with regard
to diversification.

b. The liquidity and current return of the investments
relative to the anticipated cash flow requirements.

c. The projected return of the investments relative to the
funding objectives of the board.

Consistent with this subsection, investments made under
this subsection shall be made in a manner that will enhance
the economy of this state, and in particular, will result in
increased employment of the residents of this state.

EXPLANATION

This bill strikes the restrictions on investment of funds
in the Iowa public employees' retirement system and funds of
the state board of regents and substitutes language about the
use of prudence and discretion in making investments. It also
adds language from the federal law governing investment of
retirement funds in the private sector. The bill also
prescribes that, 1f possible, investments enhance the Iowa

economy.

LSB 11688 71
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SENATE FILE 27

-3367

Amend Senate File 27, as passed by the Senate, as
follows:

1. Page 3, line 13, by inserting after the word
"fund" the following: ", and the cost of managing the
fund per thousand dollars of assets".

3367 FILED MARCH 18, 1985 BY O'KANE of Woodbury

QA ptd Flre/fes 7;/57?)

SENATE FILE 27
H-3414
Atend Senate File 27 as foliows:
i. Page 4, by inserting after line 16 the fol-
lowing:
"Sec. . Section 633.123, subsection 1, Code

— b
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1985, is amended to read as follows:

1. INVESTMENTS BY FIDUCIARIES. In acquiring,
investing, reinvesting, exchanging, retaining, selling
and managing property for the benefit of another, a
fiduciary shall exercise the judgment and care under
the circumstances then prevailing, which persons of
prudence, discreticn and intelligence exercise in the
management of the:ir own affairs, not for the purpose
of speculation., but with regard to the permanent
disposition of their funds, considering the probable
1ncome, as well as the probable safety, of their
capital. Within the limitations of the foregoing
standards, a fiduclary is authorized to acquire and
retain every kind of property and every kind of
investment, specifically including, but not by way of
iimitation, bonds, debentures, and other corporate
obligations, gnd stocks and shares, preferred or
commen, pass through or trust certificates, real
estate mortgages and mortgace participation interests,
which persons of prudence, discretion and int2Iligence
acguire or retain for their own account.”

2. Page 4, by irserting after line 16 the fol-

lowing:

"Sec. . This Act, being deemed of immediate
imporrance, takes effect frem and after its
pubiication in . The Jefferson Bee, a newspaper

published in Jefferson, Iowa, and in the Sigourney
News-Review, a newspaper published in Sigourney,

“
Tewa.

ii-3414 FILED MARCH 22, 1985 BY BLANSHAN of Greene
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SENATE PTLE 27

Amend Serate File 27 as passed by the Senate as
follows:

1. Page 4, by inserting afte
following:

"Sec. ___. Section 633.123, subsection 1, Code
1985, is amendecd to read as follows:

1. Investments by fiduclaries. In acquiring,
investing, reinvesting, exchanging, retaining, selling
and managing property for the penefit of another, a
fiduciary shail exercise the judgment and care under
the circumstances then prevailing, which persons of
prudence, discretion and intelligence exercise in the
management of their own affairs, not for the purpose
of speculation, but with regard to the permanent
disposition of their funds, ccnsidering the probable
income, as well as the probable safety, of their
capital. Within the limitations of the £fcregoing
standards, a fiduciary is authcrized to acquire and
retain every kind of property and every kind of
investments;-specifieaiiy-tncindings-but-not-by-way-of
iimicacion;-bonds;-debenturesy;-and-other-corporate
obtrgaricnay;-and-stscka-and-sharess-preferved-on
commony; wiich perscons ¢f prucence, discretion and
tntelligence acquire or retain for their own account.”

BY BLANSHAN of Greene
3734 TILED APRIL 10, 1985 SWEARINGEN of Keokuk
//Eﬂ/f.:»‘(? /o6 )
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line 16 the

SENATE FILE 27
-3785

1 Amend Senate File 27 as passed by the Senate as
2 follows:
3 1. Page 2, line 22, by inserting after the figure
4 "97B.4." the following: "A person who has signed a
5 contract with the department for investment management
6 purposes shall maintain an office in this state during
7 the duration of the contract.”
H-3785 FILED APRIL 15, 1985 BY PARKER of Jasver
O Ap L /e ( _f;z9;g37 e
delpZed s Bivkrndor 7T CENATE FILE 27
H-1837 -

Amend amencdment H-2378% o Senate File 27 as passed
by the Senate as ICI.0WS

!, Page 1, by s:trixing .Lizes 5 and 7 and
inserting the followinz: “purposes shall meet the
requirements for doing business :n Iowa sufficient o
be_subjec: -5 wax under rules of the department of
revenue . ""

8Y PARXER of Jasper
H-3837 TILED AVRIL L6, 1985 STROMER of liancock
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S-3888 Filed April 19, 1985

HOUSE AMENDMENT TO
SENATE FILE 27

Amend Senate File 27 as passec by the Senate as
follows:

1. Page 2, line 22, by inserting after the figure
"g78.4." the following: "A person who has signed a
contract with the department for investment management
purposes shall meet the requirements for doing
business in lowa sufficient to be subject to tax under
rules of the department cf revenue."

2. Page 3, line 13, by inserting after the word
wEynd" the following: ", and the cost of managing the
fund per thousand dollars of assets".

3., ©Page 4, by inserting after line 16 the
following:

"Sec. __ . Section 633.123, subsection 1, Code
1985, is amended toc read as follows:

1. Iuvestments by fiduciaries. In acquiring,
investing, reinvesting, exchanging, retaining, selling
and managing property for the benefit of another, a
fiduciary shall exercise the judgment and care under
the circumstances then prevailing, which persons of
prudence, discretion and intelligence exercise in the
management of thelr own affairs, not for the purpose
of speculation, but with regaré to the permanent
disposition of their funds, considering the probable
income, as well as the probable safety, of their
capital. Within the limitations of the foregoing
standards, a fiduciary 1s authorized to acguire and
retain every kind of property and every kind of
investment7—spec£Eica%}y—énciud&ng7—but-not-by—way-oé
iémitation:—bondsT-debenturesT-and-cther—corporate
obiigations:—aﬂd—stocks—a:d-share57-preferred—or
eemmons which persons of prudence, discretion and
intelligence acquire or retain for their own account.”

4. By renumbering, relettering, or redesignating
and correcting internal references as necessary.

RECEIVED FROM THE HOUSE
>j_~._h1_,z: e cammeraad 4,’/}, ,/é'.‘-‘(’&.r ETY




AN ACT

SEWATE FILE 27

BRELATING TO THL INVESTHENT FOLICIES FOR FUNDS AVAILABLE TO

CERTAIR STATE ARGENCIFS,

82 1T ERNACTED BY TEE GINIRAL ASSEMBLY OF THE STATE OF I0OWA:

Section 1.  Section 97B.7, subsection 2
1985, 15 amended oy striking the patagraph
lieu thereol the tolluewing:

b, Invest the porticn of the reticeren

., patagraph b, Code

and ansecting in

t Fund a3 in the

iudgrent of the department is not necded for current payment

of berefits under this chapter. The depar

tment shall

determine the disposition and [avestment of moneys ir the

tetirement fund, In the inves:iment of the

depattrent snhall exercise Lhe judgmeat and

fund, tohe

carn, under the

crrceumstances Lhet prevalling, which persons ot prudence,

disaretios and intelligence exercise in the marazoerent of

their own alicits as provided an section &

33.173, suvsection

The depariment shall give apprebDriate consigarsanion to

those facks and Circumstances that tne denartrent knows or

should Loew are relevanl to the parbicular

Investoent an-

volved, including the tole the anvesterenl Dlays 16 Khe total

value 0F Lhe retiverent [ond,
Tor she pureoses of tass perasraph, app

asideration Zncludes, but g ney limated Lo

the depaztment that the part . culdr onvestmen: 15 read

devigred to fusther Ebe o pLr?

takirg 1nto considetat:on tae ik 0l locs

TOptLate con-

oA dreeraination by

anably

sl of the retiremaed systom,

and Lhe opportunity

Per ¢e.n 01 orher vetarm ansiorated with ke Davesomentoand

sensideratlor o Lthe fallow.ay factors ay
retieemert fund:
(1) The ¢ompogition ¢ a0 cebarecenal

diversification,

they relate So the

fund with regard o

Senate File 27, p. 2

{2} The liquidity and current return of the 1avestments an
tne fund telative to the anticicated cash {low reguirements of
the retirement system,

(3) The preojected return of the investments relat:ve to
the funding objectives ol the retitewent system.

Conatntent with this paracgraph, investments made under thig
vacagraph shall be made in a nanner that will enbance the
econcmy of Lhis state, and in particular, will cesulit in
increaszed employment of the cesidents of this stase.

1f there iy loss on the redemplicon or sale of securities,
where tovested as prescribed by law, nelther the treasurer cot
1the department is perscnally liable, but the Joss shall ke
charced agaiast tae cetisement fond ard Lhere is appropriated
from the retirement Eund an amrount as required for the loss,
Expenses -newtred in the sale and purchase of securities
nelonging to the retirerent fund shall be charged to the
tetirement fund and there ie appropriated from the reticerent
Jund an amount as required for the expenses incucred,
Iavestrent management expenses sholl be cherged to the
investoent inceme of bthe retirenent fund and the-e as
appropriated from the retiremant furd an amsunt as required
for the investoent management exvoenses, subject o the
limitations stated in this subraragraph. The amount
appropraated (e a fascal year under thiy subparagraph shall
not. exceed one-helf percent of the ra-ket value of tae
retireont fund.  Thae degartoent shall report the 1nvestment
manaqgenent expernses for a Viscal year as a percent of the
marwel wvalue of Loe cetivrerent fund 1n toe annoral copor: to
the gevernor reguired Lo secilon 97B.3. & person «no has
signed a canrtract with the departmen: fo0 1tnvestoent
ranagement. putposes shall meer the requiterents for doing
pusiness in Towa sulficient to be sabect to tax ucder cules
of the depactnent of revenae.

Sec, 2. Sectiee 978.8, unaumberad paracrank 1, Code 1985,

ig amerded to read an Follows:

FAARE B
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& board is establashed teo ve <nown as the "Adv.sory
Investment Board of tne lowa Pebiic Employees' Retirenent
System”, herelnalzer cailled the “bdard”, <hose duties are
sdvise and confer with the depariment in natters celating
the investrent of the trast funds of toe lowa public
employess' teticemant system. At least annually the board
ynall review the davegimeni policies and proecedures used by
the depgrtment under section 9787, subsection 2, zaragraph
"B, and_shall hold a_public meeting o the 1nvestren:

woligies_and 1nvestment sertornance of the tand.  Following

he powetrs of the Bosrd are

advisory and 1ae depa-irent 1 rot bound 1n tne mak.oeg of oan

investmens, or adeprien ol an iovestment policy or prosedare,
sy the recommendations of the poard,

Sec. 3. Section 978.97, Code 1983, s amended by adding
sne [ollowing mew unnumbeced paregraph:

NE#_UNKUMPERED PARAGRAPE.  The infurmation poovided undet
this section shall iaclude information on the invesbment
policies and investment pecrformance of the renirement tand.,
in providing thig iniormation, to the extent pussitle, the
Gepartmert shall irglude the totel investment retwra for the
entire tund, for portions of the fund ransged by investmert
managers, and £or internelly-managed vortions of the fund, and
rhe cost of managing the taed per thousard dollars of assets.
Tage performance shall be based upon marke: as well as hook
value, and shall be contrasted with relevant marke:s icdices
atd with performances of pensior fuads with samilar isvestrent
policies and characteristics. This information gchall be
prepared and availadble te employees at least on an anhual
basisa,

Sec. 4. Seciion 262.14, subsection 3, Code 1985, is
amencéed by sit:kirg the subscction and inserting in lisu
sherect the fullowing:

3. Any portion of the funds may be lavested Dy the hoard.

1, Lhe investment of tke funds, the vaard shall exerc.se the

Senato Pole 2T, o

jusgment and care, wnder Lhe Crldeidtences tnen poevatiing,
whicn mersens of pradence, Jdisccet.on ans inTe ! Ligerae
exere1se in their own affaiys as crovided an sesb.en 232,223
subsection 1.

The ncard shall g_owe Apbropriate conuideratidn ¢ those
facts ané elrcumntances Lhat the Leard knows or snnald knes
are celuvant o Lhe pact _cular [hvennmens invo.ved, including
the tole toe investrent plays in the total value of rbe
poard's fundg.

Por the purposnes of this sul tlon, APPIOpr.ate oon
sideration includes, et i3 net limited to, A dubtersmgaasion by
the beasd thas the garticular inveatrenl s Jcanonasly
desigued o furtheo the purpoies prescoibed by law ¢ Lhe
poatd, taking .nto ceamideraticn the cisk of loss ard tne
asportunity for gain or other retarn auscriatud with Lhe
investagnt and consideration of the fellewing factaors as tney
relate Lo the funds of the board:

a. The compasitior of the funds of the beard with cegerd
Lo diversification.

b. The liquidaly and curcent toturn of the iovestments
relative Lo the articipated cash (low reguirements,

¢. The projected retutn of the iavestments relative to tne
funding objectives of Lhe board,

Censistent with tnis subsecticn, investaents nade undeac
this subsect.on shall be made 1n & maaner that «will eehance
tne economy of thia state, and in particular, will result in
increased employment of the residents ot this stave,

Sea. 6. Sectine 631,123, subsection 1, Code 14Ks, 18
amended to read as fellows:

1. Investments by faduciories.  Inoaoquiving, anvestong,
reinvesting, exchangang, retaining, selling and managing
propecty Lor the benetit of another, a Erduciary shall
exercise the judgment and care urder the cizcamstances ther
prevailing, which pecsors of nradenne, diseretion ard
intelligence ecercise in the rancgement of there own affales,

not for the parpuse of speculaticn, but sath tegard te the
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’ permanent disposition of their funds, considering the probable
income, as well as the probable safety, of their capital.
Within the limitations of the foregoing standards, a fiduciary
is authorized to acquire and retain every kind of property and
every kind of investmenty-specificatiy-imetuding;-but-not-by
way-of-timitation;-bonday-debentures;-and-other-corpsarate
obltigatreons;-and-atocka-and-shares;-preferred-or-ecommens which

# persons of prudence, discretion and intelligence acquire or
retain for their own account.

ROBERT T. ANDERSON

President of the Senate

. DONALD D. AVENSON

Speaker of the House

I hereby certify that this b:ill originated in the Senate and

is known as Senate File 27, Seventy-first General Assembly.

K. MARIE THAYER

Secretary of the Senate

Approved /7jay f,?% , 1985
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TERRY E. BRANSTAD
Governor




