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1 An Act relating to the adnlinisLration of public funds, providi:~g 

2 penaities, and repealing certain sections. 
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1 Section 1. Section 21.5, subsection l, Code 1991, IS 

2 amended by adding the following new paragraph: 

3 New PARAGRAPH. k. To carry out functions performed by the 

4 lowa local public funds investment advisory board a~d the :owa 

5 public funds dnd finance co~~ission as provided in section 

6 77.10. 

i Sec. 2. Section 22.7, Code 1991, is amended by adding the 

8 following new subsection: 

9 NEW SUBSECTION. 29. Records ~elating to functions 

10 performed by the Iowa local public funds investment advisory 

II board and the Iowa public funds and finance cOllunission as 

12 provided in section 77.10. 

13 SUBCHAPTER I 

14 GENERAL PROVISIONS 

l~ Sec. 3. NEW SECTION. 77.1 SHORT TITLE. 

16 This chapter shall be known and may be cited as tI,e "Iowa 

17 Local Public Funds and finance Act". 

18 Sec. 4. NEW SECTION. 77.2 PURPOSES AND PRlMAR! 

19 REQUIR£MENTS OF THE CHAPTER. 

20 1. This chapter shall serve alc the follOWing purposes: 

71 a. To protect the investment of local public funds, by 

22 establishing a local public funds and finance cormr.isslOn to 

23 regulate the investment of :ocal public funds of governmental 

24 entities, and a local public funds investment adVisory board 

2S to provide advice regarding investment and regulatory pOlicy. 

26 b. ~o provide statutory authorizations and prohibit:ons 

27 relating to the purchase and sale of investme:lts and the 

28 settlement of investment transactions for local public funds, 

79 and the deposit and the custody of local public funds in 

30 financial instit~tions. 

31 c. To establish qJalifications for persons doing business 

:12 With local pub:~c funds. 

JJ d. To ~mpo5e sanctions for i~vestment a:ld custodial 

34 activity in vio:ation of chis chapter or ru:es adopted by the 

~s cOIT'.rnlssion. 



.~ " i"d.': ,( ~ ,'~ 
"'. F. d,,:L.l~ E. r. _____ _ 

0. To place the regu:ation of i~vestmen(, 6eposi,t, a!l,j 

2 ci~stody of local public funds in one professio~ai s~at0 

3 agetocy. 

2. ~ile two prImary requireme~~s fu~ the i;lvestree;lt oE 
~ locG~ public fur.cis under this chapter are the 5ate~y of 

6 prir.ci?al and liquidi:y. TO carry out these primary 

7 requirements, this chapter establishes specific rest~icL:o;;s 

8 for the investment of operating funds, reserve funds, a~d 

9 f\l~ds which are the proceeds from the issuance ot £ecuritit~s 

10 by a governmental entity. 

Sec. ') . r;E~~ SZCTIO;.J .. 77.3 DEfINITIONS. 

12 AS ~sed in this chapte:, un:ess the context otherw~se 

~3 requ:res: 

14 J. • l'Authorized collateral" means collateral for a 

15 repurchase agreement which is either authorized by '.n~s 

;6 c~apter or ru:es of the commission. 

17 

18 

2. 'IAuthorized investme~t" means an investment or d~p05it 

authorized under this chap:er or by rules a~opted by tl:2 

19 comzn.i..ssion. 

20 3. I'Bond funds " means mOlley, tunds, or accouncs wh!cn 2re 

21 proceeds from the issuance of securities which are either 

22 ?ublicly or privately sold by a loca~ governmentai encity. 

23 4. "Broker-dealer" mearlS the same as defined i~ sec[iQ~ 

24 "02.102. 

25 5. "Cash assets!1 means moneys, cash, or shor~ tc~:~ 

26 investments in one of the following: 

21 a. An authorized repurchase agreement. 

28 

29 

30 

b. 

c. 

6. 

An Iowa-recognized trust 0: investment cornpa::y. 

A deposit in an :owa-recognized depository. 

1:. COffimissiO:l estzblished pursuant to sectio~ 77.S. 

7 . 

. 1.-~ ?;;ol:c :;.jnas a~d :':'nance CO:r~-nlSSlon appointee ?\i:S;id:::-. to 

3~ spctio~ 77.6. 

.,)'.J 
~ c . 

-7-
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advisory cOGncil established purs~ant to section 77.8. 

2 "CIlstody" means the commitment of local public funds 

J for p'Jrposes o~ preservation and safe-keep~ng. 

~O. "Deposit" means the commitment of local pLol.ic fur.ds 

~ for the purpose of receiving interest or income earned O~ 

G principal. 

/ 11. "Depository" means a financial institution in which 

8 flinds are deposited for investment. 
C) 12. "Depository capital" means a level of a financial 

lO institution's capitalization. 

1 I 1 1 
J...' • "District custodial bank" means a :inancial 

12 ins~itlltion with whom a local public funds custodial distric~ 

11 maintains custody o~ local public funds pursuan: to this 

:4 chapter. 

14. "Financial institGtion" means one of the fo110toing: 

16 a. A bank or ciny office of a bank whose accounts are 

17 ~llsured by the federal deposit insurance corporation. 

:8 A credit union insured by the national credIt ~rllon 

19 adQ~nistration. 

20 c. A savings and loan associatio~ or a savings bal:k or a 

~: branch of a savings and loan association or sav~ngs 6an~ whose 

22 accounts are insured in part by t}!e savings aS50ciati,on 

23 insurance fund of the federai deposit insurance corporation or 

24 another insurance plan approved by the superintendent of 

7S savings and loan associations. 

)6 l5. "Iowa-managed" means managed and advised by an 

27 individual and entity which are both residents af the s~ate. 

28 16. "Iowa-recognized dealer" means anyone of the 

)9 fo~lowirlg: 

30 a. A primary reporting dealer who ~s recognized by :he 

l: federal reserve ban~ of New York or by its successor as 

32 designated by the United States department of the treas~ry, 

33 and Which satisfies criteria established by rules adopr.ed by 

34 :he commission. 

]5 b. A broKer dealer who is allot the following: 

-3-
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( .. 
\ ..:.. ) ~egistered as a broker-dealer wi~h the ~:~i(:ed States 

2 securities and exchange cor:un:sscon. 

3 (2) Maintains an office and is a resident reglsterec 

if p~ incipal in this state or a border ':'ng stat.e. ::'\.)weve:- .. :,:l~ 

S commiss:on may by rule waive this requireme::t pursuant to 

6 criteria established by rules adopted by the corn:l:isslon. 

7 (3) Satisfies the capital requireme~ts and other criteri~ 

8 established by rules adopted by the co~~issior.. 

9 17. "Iowa-recognized depository" means a Einanc:ai 

10 institution which is a q\lalified financial institution, a::(! 

;'..1.. which is recognized by the commissio!1 as a.uthorizec: ~() receive 

12 the deposit of local public f~nds in accordance with criteria 

13 established by rules adopted by the commisslor.. 

18. "Iowa-recognized investme~t advisor" means an 

15 investment advisor registered with the united S~ates 

16 securities and exchange commission, who is [ecog~~zed by t~e 

17 commission as authorized to advise public t,easure~s a~d 

18 representatives of local governmental en~ities in acco:ciallce 

19 with rules adopted by the co~~ission. 

20 19. '1Iowa-recognized investment company!1 means a [u[ld 

21 consisting of moneys pooled for the purpose of invesCffie~t aile 

27 reinvestment, which meets all the following criceria: 

23 a. Is one of the following: 

24 (1) Registered and is in good standing with che :;:1::0d 

2'> States securities and exchange cOlmnission as an inves,ment 

26 company. 

27 (2) Rated within the two highest classifications of prIne 

28 as established by at least one of the standard rdtlng serv:ccs 

29 recognized by the commission purs~ant to rules adopted 0y the> 

::0 cOI1l .. raissi,Qn. 

31 b. Its portfolio is limited to a do:la:-weightpc "IVer"age 

32 r..at',l(ity of ninety days or less. 

33 c. Its portfolio is liffii~ed to a maxim~m :),~a: rrla:.~.~:ty o~ 

14 one year on any ~nvestment acquired by the fund. 

d. 

-~-
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the time of investment. 

2 e. Its portfolio is li~ited by the prospectus, agreement, 

J or indentu~e, to investments authorized by thi~ chapter. 

4 f • It does not assess a front-end sales load or commiSS~O!l 

5 0" the purchase of shares, or assess a conti~gent deferred 

6 sales r.harge or commission on the sale of shares. 

7 g. It has at least three years of audited comprehensive 

8 financial statements produced by a nationally recognized 

9 public accounting firm. However, the commissioCl may waive 

10 this requirement by adopting ~ules establishing alternat1ve 

11 r.rite~ia. 

h. :t meets all criteria established by rules adopted by 

13 ~he cOnl.llission and 1S recognized by the cor:lmission as 

l~ authorized to hold local publiC funds in accordance with 

15 commission rules. 

16 20. "Iowa-recog~ized investment trust" ffiea~s a fund 

17 consisting of moneys pooled for the purpose of investment and 

18 reinvestme:lt, which meets all oE the following cr1teria: 

19 a. It is a baJlk trust which is one of the Eollowi~g: 

20 (1) Registered and in good standing w1th tne United S:ates 

21 SPCUf.lt1es and excha~ge cOnl.llission as an invest,nent company. 

22 (7) Rated within the two highest classifi~ations of prime 

23 as established by at least one of the standard rating services 

24 recognized by ruies adopted by the co~nission. 

2:; b. rts portfolio is limited to a dollar-weighted average 

26 maturity of ni~ety days or iess. 

c. Its portfolio is limited to a maximum final matLlri~y of 

28 one year on any investment acquired by the tr:lst. 

d. Its stated net asset value is o~e do],lar p~r share at 

30 the ttme o~ invest~ent. 

31 e. :ts portfolio is limited by the prospectus, agreeme~~, 

32 or indenture, to i~vestxe~ts authorized by this chapter. 

" L • It does not assess a front-end sales load o~ cOlrJl'iSS10n 

34 on the purc~ase of shares. 

JS g. It does not assess a contingent deferred sales c~a[ge 
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_ or corr~lssion on the sale 0: sr.ares. 

2 h. It has de lease three years of audited corrprehensive 

1 rinancial state~e~ts produced by a na(iona~ly recognlzed 

.~ public accounting firm. However, the co!n~Li..ssio~ may \ ... ·~ive 

5 this requiremenc by adopting cules estab:ishing altc~nat:v0 

6 criteria. 

7 1 . It meets all criteria established by ru~es adoptee by 

8 the comrnission and is ::ecognized by the commission as 

9 authorized to hold local public funds in accordance with ru:es 

10 adopted by the cormnission. 

11 21. IIIowa-recognized rating service " ~ea~s a ~ational 

12 service which provides rati~gs Eor investlnent compa!lies and 

:3 investment trusts and is recognized by the co~nission in 

:"4 accordance ·,;ith rules adopted by the commi.ssion. 

22. "Liquidicy" means the ability of an investment to bp 

16 converted easily and rapid:y into cash without d substanti~~ 

17 loss of value. 

18 23. a. l'Local governmental entity'; means a politica: 

!9 subdivision, including but not limited to the folJ,owing: 

20 ( 1 ) A county. 

?l ( 2 ) A city. 

22 ( 3 ) A school corporation. 

2 :1 ( 4 ) A special. district. 

L ,1 ( 5 ) A drainage district. 

2~ (6 ) A to\·mship. 

26 ( 7 ) A judicial district. 

21 ( 8 ) A county public hospital or merged area . ....' 
!10Spl La L • 

28 ( 9 ) A ci ty uLlity or combined utility sysr.e:n estaDl i;'~:1e(1 

29 llnder chapter 388. 
'Or. ., ./ 

31 

:J2 

( 1. a ) 
( 11 ) 

281'.2. 

A regional library es:ab:ished under chapter 3033. 

An electrical power agency as defined ill seetlon 

" < b. .)~ A local gover~lne~tal entity does not i:]cll~de t~~~ 

30:; fQllo\.;i:1g: 

JS , , , 
\ 1 , 
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(2) A regents institution, including the university of 

2 Iowa, Iowa state university of science and technology, and the 
3 university of northern Iowa. 

4 (3) The Iowa department of public safety peace officers 
5 retirement, 

6 ( 4 ) The 

I provided 1n 

8 ( 5 ) The 

accident, and disability systere. 

Iowa public employees retirement system as 
chapter 978. 

judicial ret1rement system as provided in chapte~ 
9 602, Article 9, Part I. 

10 (6) ~etireree~t systems for police officers and f1re 

11 fighters as provided in chapters 410 and 411. 

12 (7) A municipal utility retirereent system establ1shed 
l3 unrler chapter 412. 

14 24. "Local public funds" mean moneys, funds, securities, 

15 and accounts regardless of the source from l'/oich the moneys, 

16 f~llds, securities, or aCCO\ln~s are derived, and whiCh are 

17 owned, held, or administered by a local governmental entity. 

18 25. "Local public funds custodial district" or "dis~ric(" 
19 means a geographic area in which all governmental bodies are 

20 reqUired to obtain joint custodiai services according to rules 
)1 adopted by the comm:ssion. 

22 26. "Local public treasurer" means a finar.cia] oft1cec of 

23 a local govcrnmenta: entity who lIas the respo~slbility for the 

24 safekeeping and investment of local public funds. 

7~ 27. "Market value" means market value as deE ined in the 

26 master repurchase agreement. 

28. "Master repurChase ag~eement" means the current 

2R standard master repurchase agreement pllblished by t!.e public 

29 securitIes associat:on and modi~ied by rules adopted by the 
30 corruniss10n. 

31 29. "Operating funds" means funds held by a loca' 

32 gover:-ur,e:1ta~ entlty 'dhich are to be disbursed for r.,eeting 

31 operational expenses duri~g a fiscal year. 

34 10. "Qua~ified financiai lnsti~ution\' mea~s a !~nanc~al 
1~ i~stitution which xeets all o! the followi~g cr~te:~a: 
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e 1 a. 

2 ' ~ , 
\ .1. J 

3 ( 2 ) 

Is 

By 

In 

S'" --:2 ot:; g' .... _..c.::_.l ___ _ . H.P. 

chartered pursuant to one of the following: 

a superintendent to do business i~ thi~ state. 

anocher state a~d authorized to conduc!: busir:ess .... , 

~ chis state by a superinte~de!I[. 

S (3) As a federal bar.k or credit union. 

6 b. Is qualified to hold deposits of local public fu~ds 

7 based upon either of the following: 

8 (1) A finding of eligibility by a superi~tendent as 

9 established by ru~es adop:ed pursuant to chapte~ S24, 533, o~ 

iO 534. 

il (2) An increase and maintenance of collaterdl at a min:nurn 

12 of one hundred and two percent of the value of all local 

1 1 public 

i4 ( 1 ) 

l5 adopted 

16 3l. 

1 7 both of 

funds deposited with the financial instituticl1. 

Meets alternative require~en[s established hy rules 

by the commission. 

'IRegist2red principal " Qea~s a natural person who does 

the fo110\.)ing: 

Meets the qualificat~ons of a gene!al securities 

19 princ:Pdl as established by t~e national associatior. of 

20 securities dealers. 

J.8 a. 

21 o. Acts 

22 dealer f am 

as a general securities principal 

which employs the person. 

in the broker-

23 32. "Reserve funds· means local public funds which are 'l0t 

74 required for operatlonal expenses d~ring a local governme~t2~ 

25 entity's fiscal year. 

26 33. "Security" means the same as defined 1n section 

?7 502.102. 

28 34. I'Sinking fund l' or "reserve fund l' means a fu~d or 

29 account in which all the following apply: 

JO 

3l 

a. 

b. 

Ie is used for the deposic of reserve :unds. 

It 15 created and used for a definite purpuse wtlic~ 

32 does not include supporting curren, expenses. 

:33 c. 'the iIlterest or irlcome earned is to be used ~O( ~~~e 

.1~ same purpose as the principal. 

3::; 35. rtsuperinte~dent" ~ea~s one of the fo~~owj.:~g; 

-8-
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1 a. The superintendent of banking as provided under chapter 

2 524. 

3 b. The superintendent of credit unions as p~ovided in 

4 chapter 533. 

S c. The superintendent of savings and loan associations as 

6 provided in chapter 534. 

7 36. "Triparty repurchase agreement" means a rcpJrchase 

8 agreement which provides that collaterai 1S not held ~n a 

~ distr1ct custodial bank. 

10 Sec. 6. NEW SECTION. 77.4 APPLICATION Of THE CHAPT~R. 

il Ambiguities in the appl1cation of this chapter shall be 

12 resolved in favor of preventing the loss of local public 

lJ funds. 

:4 
1 ;; 

SUBCHAPTER II 

ADMINIST«A7ION 

16 Sec. 7. t.:F.\~ SE:CTtoN. 77.5 COM.,'lISSION ESTA3"ISHSD. 

17 1. 'I'he Iovla public funds and Lnar.ce co:n.11ission is 

18 established to admi:lister this chapter and to 2Rtablish 

19 po!icies for the investment. deposit. transactional 

20 settlement. and custody of local public funds. 

21 '}. The cOITultiss:on shall be composed 0: the :ollowing 

22 members: 

2.1 a. P. commissione( appointed by the governor Gnd confiri:leu 

24 by the senate pursuant to section 2.32. 

21) 

n 
28 

b. The superintendent of banking. 

c. The superintendent of credit unions. 

d. The administrator of the securities burea~. 

e. Two county treasu[e~s appointed by the board of the 

29 Iowa association of counties. 

30 f. Two school board fi~ancial officers appointed lJY ~~p 

11 Iowa state education associatio~. 

37 g. Two city treaSJrers appointed by the lewa league of 

33 municipalities. 

34 h. A treasJrer appOinted by :he Iowa assoc1ation of 

3S municipal utilities. 

-9-
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1 1. A corporate finance executive appointed by the gover!10r 

2 and confirmed by the sena:e, pursuant to seetioll 2.32. 

J J. An offlce~ of a broker-dealer who is a member of ~ne 

4 national association of securities dealers and whose oft~,r2 is 

5 in the state. This person shall be appointed by the gcvefllor 

6 and confirmed by the senate, pursuant to section 7.32. 

7 3. The co~nission members, except for the co~nissio~er, 

R the superintendent~, and the administrator of the securj,~ies 

9 bllreau shall be appointed to serve four-year terms. However, 

lO the corr.missioner shall nominate a:1c the board sha:l approvE:.' 

11 illitially appointed membe:s to serve more than four b~l( less 

12 than seven years to ensure that members serve s:aggered ter~s. 

13 A member is eligible for reappolntme:lt. A vdcaney on the 

1.4 commission shall be filled :or the unexpired portior. 0: ~~e 

15 regular term in the same ~allner as regular appointments a:e 

16 made. 

17 4. The corrunissioner shall serve as chairp2rson of tile 

18 commission. The corrunission shall e~ect a vice-c~airperso;" and 

19 an executive secretary from among its members who shal: serve 

20 two-year terms. The commission shall meet at least once each 

21 three months at a regular date t.o be fixed by the con:missior'. 

22 and dt other times at the call of the chairperson 0[ a~y six 

23 r.1embers of the corrunission. Seve~ members constitute a quor~~ 

24 and the affirmative vote 0: a majority of the members prese:1t 

25 is necessary for any substantive action to be ta~e~ by t!le 

26 commission. The majority sr.a11 not include any :1'2mber "tic> roas 

27 a conflict of interest and a statement by a member tnat che 

28 member has a conflict of interest is conclusive for tllis 

79 purpose. A vacancy in the membership does not impa:r the 

30 duties of the corr~ission. 

3l 5. Each me:nber shall file ~"it~ the COrrt1l.iSSlon a st,vorn 

32 written state~en: disclosir.g a~y posi~ion, e~ploy~ent, O~ 

33 ownership interest which ~he member has 1n a Ei~ancia~ 

34 institution or invesrre@nt orga~ization. The sta(e~e~t shal_ 

.1S be filed when the pe!."son oegi:-,s service 0:1 the com;r:issio;1 and 

-:0-
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1 amended when a material change in the member's position. 

2 employment. Or ownership interest occurs. as prescribed by 

:\ rules adopted by the commission. 

1 6. The appointed members are entitled to receive 

5 compensation as provided in section 7E.6. 

6 Sec. 8. NEW SECTION. 77.6 COMMISSION PERSONNEL. 

7 1. The commissioner must be a natural person llcensed jn 

R this state as an attorney. certified as a certified public 

9 accountant pursuant to section 116.5. or certified as a 

10 certified financial analyst. The person must have at least 

11 ten years experience in the field of investment regulation Q[ 

12 finar:ce. The commissioner shall manage the day-to-day affairs 

13 of the commission. 

l·1 2. The commission shall employ qualified scaff. includi'~g 

15 the following: 

16 d. A de?uty COffilr.issioner 'who must be a natura: person 

17 licensed in this s~ate as an attorney. certified as a 

l8 certified public accountant pursuant to section li6.5. or 

10 certified as a certified financial analyst. The person ~ust 

20 have at least five years experience in the field of i~vestmen~ 

2l regulation or finance. The deputy corrunissioner shall ma:1age 

22 finanCial affairs of the co~unission. 

2] b. A general counsel who is an attorney licerlsed in this 

24 state and experienced in the area of investme"t ~egulation Or 

/.5 finance. 

26 1. The commission may obtain the services of indepe:1aent 

27 proEes~ional consultants to assist in establishing or 

28 administering the commission. 

79 Sec. 9. NEW SECTION. 77 . 7 Dun ES AND POWERS OF THE 

30 COMMISSION TO ADMINISTER ~HIS CHAPTER. 

l~ 1. The commission shall establish qualifications for 

32 persons dealing with local public funds and shall recog:1ize 

13 eligible persons to deal with such funds. 

34 2. The commission shall regulate the investme~t, d~posit, 

.15 colLateralization. and custody of local public tunds. 

-11-
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., 
J. The com~lSSlon shall determine the !TIaXir;l:.Jffi a!\tou~t 

2 public deposits for an Iowa-recognized depository. The 

3 commission shall require that Io\va-recognized deposi tor ies 

4 submIt reports to the commission regatd~ng the local pubile 

5 funds held. A superintendent shall promptly report to the 

6 corr~ission a financial institution which no :cnger meets 

7 eliglbility requirements of a qualified financia'. institutior.. 

8 4. The commission shall establish the jurisdictior. 0: 
9 local public funds custodial districts. 

10 S. The commission shall adopt rules relacing cO the 

11 following: 

12 d. The invescment in securities and the purchase, sale, 

13 and settlement of securities transactions, the deposit of 

14 local public funds in financial institutions, and the c~stody 

IS of locdc public funds. 

16 b. The procedures and practices by \vhich ?,:blic trp;)'S<Jrpcs 

17 may maintain custody of, deposit, or invest :~cal public 

18 funds. 

19 c. The standards and procedures for obtailling and 

20 maintaining a financial institution's designation as ar. 10wa­

~l recognized depository. 

22 d. Financial reporting requirements of Iowa-recognized 

23 depositories. 

24 e. The standards and procedures for revocation ot a 

25 ti~ancial institution's designation as an Iowa-recog~izeJ 

26 depository. 

27 f. The standards and procedures for obtaini~g and 

28 maintaining a designation as an Iowa-recognized dealer. 

29 g. The standards and procedures for revocation oE Lee 

30 designation as an Iowa-recognized dealer. 

31 h. The standards and procedures for appoilltment as d:1 

32 authorized Iowa-recognized district custodial bank a~d ~he 

33 te~ms of custody and transactional settlement dlltho~izpd. 

34 .1 • Et.hical standards required of t::e corn.rnission, i~,s 

J5 members and staff, in the exe=c~se of duties under this 
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1 chapter and rules adopted by the commission. 

2 J. Other rules necessary to carry out the commission's 

J powers and duties under this chapter. 

4 6. The commission shall distribute to public treasurers 

~ the following: 

6 a. At least ann~ally, a copy of proposed and adopted rules 

7 relating to the custody, deposit, or inves~ment of local 

8 public f'lnds. 

9 O. At least semiannually, a list of Iowa-recognized 

10 depositories that ~eet the criteria for investment e5tab:~she<i 

il by this chapter and rules adopted by the corrur.:ssio:1. 

12 c. At least semiannually. a list of Iowa-recognized 

13 dealers that meet criteria established by this chapter and 

l4 ruies aciopted by the commission. 

;S o. At least annually, a copy of a report regarding the 

:6 InveStments and investment performance of local governmental 

11 en:ities. 

i8 7. The commissior. may do any of the follO\vi:1g; 

.i.9 a. Recomrr.end to the general assembly provisior.s a .. d 

~o amerldments to statutory law relating to the inve5tffie~t, 

)1 depos:t, transaction settlement, and custody of local p~b:ic 

22 funds. 

2] b. Establish rules for fees required by peesolls au~horized 

24 to trallsact business wIth public treasurers. 

25 c. Provide advice. cOllnsel, and assistance to public 

26 treaS:lrers relating to the investment, deposit, settle!Jent of 

27 transactions, or custody of moneys or securities. 

28 d. Require that a district custodian permit the inspectiol: 

29 of records maintained by the district custodian. 

30 e. Req~ire tr.ac d nationally recognized accounti .. g ficD 

31 perffii~ the inspec~icn of records relating to t[ansactio~5 

32 regulated pursuant to this chapter. 

Sec. }O. NEW S~C~=O~. 77.8 COJNCIL. 

:14 1. The iowa loca: pub!ic f~~ds and finance advisory 

)S council is established to advise the commission regardi.ng 
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1 policy for the custody, deposit, and investment of local 

2 pub:ic tunds. 

J 2. The counci 1 shall be composed of the me;::b;>rs oC ~he 

4 comra:ssion and the follo'di::g natL.:ral persons: 

5 

6 

7 

8 

9 

a. Three persons 1o1ho are 

I 0\.; a corporations appointed 

b. One person appointed 

c. One person appointed 

associ.ation. 

corporate finance executives oz 

by the gove'nor. 

by the Iowa banker's associatIon. 

by the independent banker's 

10 d. One person appointed by the credit union league. 

1" e. Three persons of the securities broke,age industry 

12 appo:nted by the governor. 

13 f. One person who is a university economist, who shall be 

14 appointed by the state board of regents. 

IS 3. The comm,ssioner shall serve as chairperson. The board 

16 me;nbers, except for the comnissioner, and the super intendenLs, 

17 and the administrator of the securitles bureau, shall be 
• 

18 appointed to serve four-year terms. However, the commissi.oner 

19 shall select initially appoInted members to serve less thall 

20 four years to ensure that members serve staggered terms. A 

~" member is eligible for reappointment. A vacancy on the 

22 council shall be filled for the ullexpired portion of the 

23 regular term by the governor in the same manner as regular 

24 appointments are made. 

25 4. The council shall meee at least once each yea~ on a 

26 date established by the council and at other tilnes at the call 

27 of the chairperson. Ten mecbers constitute a quoru;c and tne 

28 affirmative vote of a majority of the members present is 

29 necessary for any substantive action to be taken by lhe 

30 council. A vacancy i~ the oembership does noc impair the 

31 

32 

JJ 

3~ 

:>5 

authority and duties of the council. 

5. The appointed xembers are entitled to receIve 

c~npen5acion as provided In section 7E.6. 

Sec. :1. NE\'j SEC'I'ION. 77.9 ;:XJ'i'IBS OF THE CO::NCiL. 

The council sha::: 



H.F. 

1 1. Advise ar:d make recommendations to the commission 

2 regarding the ir:vestment of local public f~nds. 

3 2. Cooperate with each superintendent by providing advice 

4 regarding measures and rules which strengthe~ the bar:king and 

5 credit structure of the state. 

n 3. Review the annual report of the commission regarding 

7 investment and investment performance by govern:nental 

8 entities. 

9 4. At least annua:ly, review the rules adopted by the 

10 commIssion relating to the custody, deposit, investment, and 

11 transaction settlement of local public funds. 

12 Sec. 12. NEW SECTION. 77.10 PUBLIC AND CONF:DEN7IA~ 

:3 ME~TINGS AND RECORDS. 

14 1. Meetings of the commission ar:d council shall be open to 

15 the public as provided in chapter 21, and records of the 

16 commisslor: and council shall be made available for pt.;blic 

17 examination as provided in chapter 22. However, the 

18 commission by rule may provide closed sessions as provided in 

19 section 21.5 and provide confidentiality for records as 

20 provided in section 22.7. The meeting or record to be 

Ll confidential must directly concern one of the following: 

22 a. Plans, diSCUSSIons, or receipt of evidence relating to 

23 an investigation. 

74 b. Discussions regarding, or the imposition ot, 

25 conditions, restrictions, or qualificatio~s on a person who 

26 has violated this chapter or rules adopted by the comnission. 

27 c. The withdrawal of Iowa recognition for a dealer, 

78 depository. district custodial bank, investment trust, or 

29 Investment company as provided by rules adopted by the 

10 cO!1U1lission. 

d. The liquidity or financiai condition of a qualified 

32 depository, inclt.;dlng the amo~nt of local pubilC tunds which a 

33 depository is eligLbie to hold as reported by a 

34 superinte~dent. 

35 e. The liquidity or financial condition of an iowa-
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1 recognized dealer as reported by the commissioner. 

2 r. Another matter described by rules adopted by the 

J commission as confidential. 

4 2. The commission and the council may exchange information 

5 which is confidential. However, the meetings shall be held in 

6 closed session and the records shall be confidential. 

7 3. The commission may disclose necessary information about 

8 the condition of an Iowa-recognized depository to another 

9 state or federal regulatory body. The commission may publicly 

10 remove the depository from its records recognizing 

11 authorization. 

12 4. The commission may disclose to public treasurers the 

13 removal of recognition of a depository, bue shall not disclose 

14 the reasons for the removal unless allowed by commission rule. 

15 5. Except as provided by rules adopted by the commissioll, 

16 a member of the cOmDission staff disclosing confidential 

17 information obtained from a superintendent is guilty of a 

18 simple misdemeanor. 

19 6. Records of a local public treasurer shall be ope~ for 

20 inspection by the public in the office of the local public 

21 treasurer as provided by rules adopted by the commission. 

22 SUBCHAPTER III 

23 PROCEDURES FOR ADMINISTRATION OF FINANCES 

24 BY LOCAL GOVERNMENTAL ENTITIES 

25 Sec. 13. NEW SECTION. 77.11 POWERS AND DUTIES OF LOCAL 

26 GOVERNMENTAL ENTITIES. 
27 A local public treasurer shall maintain all funds under the 

28 possession or control of the local public treasurer as "ocal 

29 public funds. The governing body of the local governmental 

30 entity shall direct the deposit or investment of loca: public 

31 funds held by the local public treasurer. Except as otherwise 

32 provided, a local governmen~al entity shall invest local 

33 public funds not currently !equired Eor operal:ng expe:lses. A 

34 local govern~ental e~city illay de:egate its investille~t 

35 authority to the en:ity's loca: public treasure!, ,;nder 
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1 conditions established by the entity. The local governmental 

2 entity may revoke its delegation at any time. 

3 Sec. 14. NEW SECTION. 77.12 BONDS OF LOCAL PUBLIC 

4 TREASURERS -- REPORTS TO COMMISSION. 

5 1. A local public treasurer shall be bonded in at least an 

6 amount established by rules adopted by the co~~ission. 

7 2. When a local public treasurer deposits or invests local 

8 public funds as authorized by this chapter, the local public 

9 treasurer and the treasurer's surety are not liable for any 

10 loss of :ocal public tunds invested or deposited. 

11 3. A local public treasurer shall file a written report 

12 with the commission by January 31 and July 31 of each year, as 

13 provided by rules adopted by the co~~ission. The report shall 

14 contain the information about the deposits and investments of 

15 that treasurer during the preceding six mon~hs. The local 

l6 public treasurer shall make copies of the report ava:lable to 

17 the public at the treasurer's offices during the normal 

18 business hours within seven days of filing the report with the 

19 commission. 

20 Sec. 15. NEW SECTION. 77.13 AUDITING REQUIREMENTS. 

21 A local governmental entity shall provide for an annual 

22 audit of investments made by the entity's local publ.1C 

23 treasurer in a manner and according to procedures prescribed 

24 by rules adopted by the commission. The audit shall be 

25 performed by the auditor of state or a nationally recognized 

26 public accounting firm employed by the local govern~ental 

27 entity. If the local governmental entity does not provide for 

28 an audit performed by a firm, the auditor of state shall 

29 perform the audit. The person performing the audit shall 

30 imrnedi.ate.i.y report a violation of this chapter or a rule 

31 adopted purSud~t to chis chapter to the commission. 

32 SUBCHAPT~R IV 

33 CUS70DY OF LOCAL PUBLIC FUNDS 

J4 Sec. :6. NEW SEC~IO~. 77.~4 LOCAL PU3~IC FUNDS CUSTODIAL 

35 D~STR:CTS ESTABL[SHED. 
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1 The commlSSlon shall establish not more than SIX loc~l 

2 public funds custodial ciistricts in the state to provide 

3 expert master custodial services for all local public 

4 treasurers. The jurisdiction of local public funds cus~odial 

5 districts shall be established by rules adopted by the 

6 commission. 

7 Sec. 17. NEW SECTION. 77.15 CUSTODY REQUIREMENTS. 

8 1. A local public treasurer shall maintain in a district 

9 custodial bank the custody of local public funds which are 

10 deposited or invested pursuant to this chapter. The 

11 commission may establish an alternative requirement pursua:1t 

17. to rules adopted by the commission. A district custodial oank 

13 must be an Iowa-recognized depository. 

14 2. A local public treasurer may maintain custody oE 
15 securities by book-entry-only rorm, the ownership records of 

16 which are maintained with a securities depository, in the 

17 federal book entry system authorized by the Uniced States 

18 department of the treasury, or in the book-entry records of 

19 the issuer, which shall be maintained as follows: 

20 a. The direct ownership of the security by a local puhlic 

21 treasurer shall be reflected in the book-entry records and 

22 represented by a receipt, confirmation, or statement issue,! to 

23 the local public treasurer by the custodian of the book-e~try 

24 system. 

2S b. The ownership of the security by a local pub"ic 

26 treasurer's district custodial bank shall be reflected in the 

27 book-entry records and the local public treasurer's ownership 

28 shall be represented by a receipt, confirmation, or stdcemen~ 

29 issued by the district custodial bank. 

30 3. Shares of an IOv1a-::-ecognized ip.vestment t~;jst Qr 0..1 

31 Iowa-recognlzed investment company owned by a local 

32 governmental entity may be held by a district custo~i~._ n~n~ 

~3 without a certificate, but 5tate~e~ts of share c~ne;s:,.~ sJ1all 

j~ oe maintained in the name of the local gove:nrne~tai entity. 

3S ,. The ownersh~p of assets by a local gove~~merl~a1 e~t~ty 
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I which are held in a district custodial ban~ shall be reflected 

2 on the books and records of the district custodial bank as 

3 provided by rules adopted by the commission. 

4 S. Records of a district custodial bank shall be open for 

~ inspection by the auditor of state or the securities bureau of 

6 the department of commerce, upon request of the commission. 

7 6. The comnission shall adopt rules regarding the custody 

8 of certificates of deposit in Iowa-recognized depos:cories. 

9 7. The commission shall by rule provide procedures for the 

10 withdrawal of :ocal public funds wh:ch remain in a depository 

il or district custodial bank after withdrawal of Iowa 

12 recognition. 

13 Sec. 18. NEW SECTION. 77.16 SERVICE CHARGES. 

14 A district custodial bank may charge a local governmental 

15 entity for services related to holding or managing local 

16 public funds of the entity. However, the charge shall not be 

17 greater than the custodian customarily requires from other 

lR customers for performing simila, services. 

19 

20 

21 

SUBCHAPTER V 

DEPOSIT AND INVESTMENT OF LOCAL PUBLIC FUNDS 

PART I 

27 DEPOSITS 

23 Sec. 19. NEW SECTION. 77.17 IOWA-RECOGNIZED 

21 DEPOSITORIES. 

25 All local public furlds invested in deposit instruments 

26 shall be deposited with Iowa-recognized depositories within 

7.7 the state. If a deposit is with the public treasurer's 

28 district custodial bank, a copy oE each certificate of deposit 

29 representing an investment by the local governmental entity 

30 with the district custodial bank shall be maintained by the 

11 local public treasurer of that local governmental entity. 

32 Sec. 20. NEW SECTiON. 77.18 PROCEDURES FOR DEPOSIT. 

31 •. The approval of a financial insticution as depository 

j4 shall be by written resolution or order which sha:l be entered 

~5 of reco:ci i~ the ~inutes of the loca: governmental ent~ty. 

-19-
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I The list of financial institutions holding local publ1C funds 

2 and the amount deposited in each financial institution Shdll 

3 be a matter of public record. 

4 2. Local public funds shall be deposited only :n financial 

S institutions which are Iowa-recognized depositories. 

6 3. a. Local public funds shall be deposited pursuant to 

7 this chapter as follows: 

8 ( 1 ) The local public funds of a county, county public 

9 hospital, or merged area hospital shall be deposited in the 

10 county or an adjoining county within the state. However, 1 f 

II an Iowa-recognized depository is not located in the county or 

12 an adjoining county, the local public funds shall be deposited 

13 1n any 

14 (2) 

Iowa-recognized depository. 

The local public funds of a city shall be deposited i~ 

15 the county where the city is located or in an adjOining county 

16 within the state. However, if an Iowa-recognized depository 

~7 1S not located in the county, the city shall deposit the funds 

l8 in an Iowa-recognized depository located in an adjoining 

19 county. If an Iowa-recognized depository is not located in an 

20 adjoining county, the local public funds shall be deposited in 

21 any Iowa-recognized depository. 

22 (3) The local public funds of other local governrr.ental 

23 entities shall be located in an Iowa-recognized depository. 

24 b. A county, county public hospital, merged area hospital, 

2S or a city may deposit local public funds in the state as 

26 provided in this chapter if an Iowa-recognized depository 

27 described in subsection 2 refuses to accept the deposit as 

28 prescribed by this chapter or rules adopted by the commission. 

29 c. A local governmental entity may deposit local public 

30 funds in an Iowa-recognized depository outside the state 

31 pursua~t to this chapter for the purpose of paying principal 

32 and interest on bonded indebtedness of a local governmental 

33 entity when the deposit is made no, more than ten days before 

34 the date that the principal or interest becomes due. 

J'; Sec. 21. NEI1 SECT ION. 77 • :9 uEPOS IT DOES NOT PURC"ASE 

-20-
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1 EQUITY IN A FINANCIAL INSTITUTION. 

2 Notwithstanding chapter 533 

J public funds in an association 

or 534, 

defined 

the deposit of local 

in section 533.1 or 

4 534.102 does not constitute being a shareholder, stockholder, 

S or owner of a corporation in violation of Article VIr of the 

6 Constitution of the state of Iowa. or any other provision of 

7 law. 

8 Sec. 22. ~EW SECTION. 77.20 INTEREST AND INCOME. 

:. Local public funds deposited as provided in this 

10 chapter in time certificates of deposit shall draw a rate of 

11 interest dete~mined by the local governmental entity_ 

12 However. the rate shall not be less than the minimum rate 

13 established purs~ant to section 453.6. 

14 2. a. A depository shall not directly or indirectly pay 

15 interest to an official of a local governmental entity on a 

16 demdnd deposit of local public funds. ~he official shall not 

11 take or receive interest on demand deposits of :ocal pt;blic 

18 funds. This paragraph does not apply to interest on lime 

:9 certificate of deposit or savings accounts for :oca~ pub:ic 

20 funds. 

2i b. 

22 shall 

Interest or earnings on investments and ti~e deposits 

be credited to the general fund of the local 

23 governmental entity ~aking the investmen~ or deposit, wi:~ the 

7. ,\ exception of specific funds for which investments are 

;>5 othert.-:ise provided by law. constitutional funds. or when 

26 diverted to a sinking fund. Local publIC funds which are 

27 excepted shall receive credit for interest or earnings derived 

28 from the investments or time deposits made from such funds. 

29 The interest or earnings on a fund created by the direct vote 

30 of the people shall be credited to the fund to ,etlre 

31 Indebtedness after which the fund itself shall be credited. 

32 Sec. 23. NEW SECTION. 77.21 SLRvrCE CHARG2S. 

33 An Iowa-recognized depository ~ay charge a local 

34 governme;ltal entity for performing services relating to the 

15 deposlt of loca:. public funds of the entity. fiot"ever, the 
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1 service charges shall not be greater than the depository 

2 customarily requires from other depositors for performing 

3 similar services. 

4 Sec. 24. NEW SECTION. 77.22 LOCAL CO~~UNITY COMMITMENT 

5 BY IOWA-RECOGNIZED DEPOSITORIES. 

6 1. A financial institution shall not be qualified as an 

7 Iowa-recognized depository unless the institution demonstrates 

8 a commitment to serve the needs of the local community in 

9 which it is chartered to do business. including the needs of 

10 neighborhoods, rural areas, and small businesses in 

11 communities served by the financial institution. The needs 

12 include credit services as well as deposit services. 

13 2. The co~~ission shall develop a list of financial 

14 institutions eligible to accept local public funds. The 

15 commission shall cooperate with the co~~ittee established 

16 pursuant to section 453.6 to establish a common list of 

17 financial institutions eligible to receive funds p~rsuant to 

18 chis chapter and chapter 453. In order to qualify under this 

19 chapter, a financial institution must annually provide the 

20 cO~~lssion with a written statement that the financial 

21 institution has a commitment to community reinvestment 

22 consistent with the safe and sound operation of a financial 

23 institution. The commission shall accept a certified copy of 

24 the annual community reinvestment report filed by tr.e 

25 financial institution pursuant to the federal Community 

26 Reinvestment Act, 12 U.S.C. § 2901 et seq., in satisfaction of 

27 the written statement requirement. In order to qualify, the 

28 flnancial institution must demonstrate a continuing co~~itment 

29 to meet the credit needs of the local co~~unity in which it is 

30 chartered. 

31 3. The co~~ission shall develop 9rocedures to ensure that 

32 the financial institution's statement is available for public 

33 examination. The commission may require that the financial 

34 institution provide public notice invicing the public to 

35 s~bmit cow~ents to the financial i~st:tution regarding its 
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S. F. ;M>"Ir H. F. 

1 community lending activities. Each financial lnstitution 

2 qualified as an Iowa-recognized depository shall mai~tain a 

3 file open to public examination which contains the most recent 

4 annual cow~unity reinvestment diSClosure statements, public 

5 comments received on its community investment activities, and 

6 the financial institution's response to those comments. The 

7 financial institution may discard materials which are six or 

8 more years old. 

9 4. a. The commission shall adopt rules establishing 

10 procedures for both of the following: 

11 (1) To receive information relating to a financial 

12 institution's commitment to community reinvestment. 

13 (2) To receive challenges from a person to a financial 

14 institution's continued eligibility to receive local public 

IS funds under this section. 

16 At least once each year the commission shall revie\v 

17 challenges which have been filed pursuant to this subsection. 

18 The commission may hold a public hearing to consider a 

19 challenge. In considering a challenge, the cor.~ission shall 

20 review documents filed with federal regulatory authorities 

2l pursuant to the federal Community Reinvestment Act, 12 U.S.C. 

22 § 2901 

23 b. 

et seq., and regulations adopted pursuant to the Act. 

Consistent with the confidentiality of financial 

24 institution records the commission shall consider other 

25 factors, including but not limited to the following: 

26 (1) Activities conducted to determine the credit needs of 

27 the community. 

28 (2) Marketing and special credit-related programs to make 

29 citizens in the community aware of the credit services 

30 offered. 

31 (3) A description of how services actually satisfy the 

32 needs described in this section. 

33 (4) Practices intended to discourage applications for 

34 types of credit set Eorth in the federal Community 

35 Reinvestment Ace statement. 

-23-
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1 (5) Evidence of prohibited discriminatory or other illegal 

2 credit practices. 

3 (6) Participation in local. community and rural deve:oplT.e~.r 

4 and redevelopment projects, and in-state and federal bus~ness 

5 and economic development programs. The commission ll:ay specify 

6 by rule which programs must be included in tile annua! 

7 statement. 

8 ( 7 ) 

'1 housing 

Originatio~ or purchase of residential mortgage loans, 

rehabilitation loans, home improvement loans, business 

10 loans or farm loans within the community. 

11 (8) Ability to meet various community credit needs based 

12 on financial condition, size, legal impediments, and loea: 

11 economic conditions. 

14 5. A person who believes that an Iowa-recognized 

15 depository has failed to meet its co~~unity reinvestment 

16 responsibility may file a complaint with the commission 

' ~ ~ / detalling the basis for that belief. If one-third of the 

18 comm:SSlon members find that the complaint has merit, the 

19 commiSSion shall order the financial institution to a t tend and 

20 participate in a meeting with the complainant. The commission 

21 members may specify who, at minimum, shall represent the 

22 financial institution at the meeting. The financial 

23 institution may enter into an agreement with a complainant at 

24 any time to correct alleged failings. 

25 The commission may order a financial institution against 

26 which a complaint has been filed pursuant to this subsectlor., 

27 to disclose additional information relating to co~~unity 

28 reinvestment as required by the commission. 

29 6. The commission shall cooperate "lith the committee 

30 established pursuant to section 453.6 in administering this 

3l section and sect:on 453.6A. 

32 Sec. 25. NEW S~CTION. 77.23 COLLATERALIZATION OF 

33 DEPOSITS -- SINKING FUNDS. 

34 1. The following sha:l apply to Xcvla-recognized 

35 depositories located in the state: 
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1 a. Deposits of 

2 depositories shall 

local public funds in Iowa-recognized 

be protected by sinki~g funds for 

3 depositories which are maintained in the state treasury and 

4 held as security fot public deposits. Minimum a~oun:s of 

5 sinking fund totals shall be established by r~les adopted by 

6 the commission. 

7 b. If a depository fails upon 

8 treasurer to produce principal or 

request of a local pub~ic 

intetest of a deposit by a 

9 local governmental entity, the treasuret of state shall assess 

10 all depositories in a manner provided by section 453.23 and 

11 rules adopted by the treasurer of state. 

12 2. A local governmental entity shall not require a pledge 

13 of collateral for local public funds in a depository to the 

14 extent the funds are insured by a federal agency or 

15 instrumentality of the federal government, including the 

16 federal deposit insurance corporation, the savings association 

17 insllrance fund of the federal deposit insurance corporation or 

18 another lnsurance plan approved by the superintendent of 

19 savings and loan associations, or the national credit union 

20 administration. 

21 3. If a financial institution holds more than five million 

22 dollars in public fund deposits, the financial institution 

23 shall collateralize at a rate of at least one hundred five 

24 percellt of the value of all deposits over five million 

2S dollars. Collateralization procedures and reporting snail be 

26 established according to rules adopted by the commico,sion. 

27 4. All deposits of local public funds in excess of 

28 insurance by the United States government which are made 

29 outstde of the state in Iowa-recognized depositories, shall be 

30 col1atera~i2ed at a rate of at least one hundred ~ive percent. 

]L Collateralization procedures and reporting shall be 

32 established according to rules adopted by the commission. 

33 Sec. 26. NEW SECT~Or-;. 77.24 COLLATERAL~ZAT:ON REQUIRED 

34 BY THE LOCAL GOVERNME:-ITAL EN'TTi"i. 

]5 A depository which receives local public funds shall 
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1 collateralize securities owned by the depository as required 

2 by section 77.23 and by rules which may be adopted by the 

3 conunlssion. The comrnission may regu~ate collale:'rGiliz;;t:o~ 0f 

4 local governmental entities. The following requi:~me~ts shall 

5 apply to collateralizat:on required by th2 local gov;.::-ri1:r,e,·iL2~ 

6 entity in the aose:)ce of rules adopted by i:he co,l1znission: 

7 1. A deposit of securities shall not be made with a 

8 depository owned or controlled directly or indirectly by :~e 

9 person which deposits the securities. 

10 2. A deposit of securities shall be made with a joint 

11 custody receipt. One copy shall be delivered to cne local 

12 public treasurer and one copy shall be delivered to the 

13 depository. A depository institution pledging securities with 

14 a local public treasurer may examine the securities in the 

15 office of the local public treasurer. 

16 3. The 

17 depository 

local public treasurer may demand that [he 

report the par value and the market value of 

18 pledged collateral. The collateral report must be in writing. 

19 The reports shall be delivered to the local public treasurer 

20 on at 

21 4. 

least a quarterly basis. 

A condition of the deposit of securities or a joint 

22 custody receipt must be that the depository shall promptly pay 

23 the local public funds, including interest, to a person 

24 entitled to the local public funds. 

25 5. The pledged securities may be withdrawn upon (he 

26 applicatioll of the depository and upon approval by the local 

27 public treasurer, if one of the following applies: 

28 a. The local governmental entity determines that the 

29 securities are not necessary collateral. 

30 

31 

32 

33 

34 

35 

b. The securities have matured or the depository demands 

chac the securities be sold, redeemed, or exchanged. The 

depository shall replace the withdrawn securities with 

securities of equal or greater value. On the same day that 

the securities are substit~ted, the custodia~ of the 

sec~rities shall forward to the local pub~ic treasurer and the 
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1 depository. a receipt describing the substituted securities 

2 and those released and returned to the depository. The 

) receipt shall be delivered by certified mail. 

4 6. If the market value of securities declines be:ow one 

5 hundred five percent of the deposit liability of tne local 

6 governmental entity. the local public treasurer shall require 

7 that the depository pledge dddit~ondl security to increase the 

8 total marKet value of the securities to one hundred five 

9 percent of the amount of local public funds held by the 

10 depository. 

11 7. Collateral for deposits in district custodial banks 

l2 shall be in accounts in the name of the treaSllrer of state. 

?ART 2 

INVESTMENTS 

15 Sec. n. NEW SECTION. 77.25 INVES'£MENT OBJECTIVES fOR 

i6 LOCAL PCBLIC FUNDS. 

17 1. A local public treasurer shall consider and satisfy the 

18 following objectives when depositing and investing local 

19 publ:'c funds: 
~ r' Iv 

21 

72 

a. 

b. 

c. 

The safety of the principal. 

The need for liquidity. 

The yield on the investment. 

A recognition of the different investment objectives of 

)4 operating. ,eservp.. and bond funds. 

2.1 d. 

2S e. The maturity date of the investment shall not exceed 

26 the anticipated date of the expenditure of funds. 

27 1. The selection of authorized investments sh~ll be made 

28 WIth the exercise of that degree of judgment and care, u~der 

29 circlimStanCes then prevailing, which persons of pr~dence. 

30 di.screticn l and intelligence exercise in the manage~ent of 

3"; their OvH\ a::Eairs, not for speculation but [or ir.vestment, 

]2 conside:ing the probable safety of their capital. as well as 

13 the probable benefits to be derived and the probable duration 

34 for ~lhich such investment ~ay be ~aJe, and considering the 

]5 invest~ent object!ves specified in this chapter. 
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Sec. 28. NEW SECTION. 77.26 AuTHORIZED INVES'I'14EN':' 

2 TRANSACT IONS. 

3 ~. A local public treasurer may only conduct invEstment 

4 transactions through one of the following: 

5 a. The United States treasury. 

6 b. An Iowa-recognized depository. 

7 c. An Iowa-recognized dealer. 

8 d. An Iowa-recognized investment trust. 

9 e. An Iowa-recognized investment company. 

10 f. Directly with issuers of authorized investment 

II securities as provided by rules adopted by the commission. 

12 2. A local public treasurer shall do all of the following: 

13 a. Obtain at least two bids for purchases and sales of 

14 securities for deposits in Iowa-recognized depositories and 

15 for purchases of shares in Iowa-recognized investment trusts 

16 or investment companies. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

b. Obtain information regarding investments in investment 

trusts and investment companies, including investment 

policies, past investment performance, fees, and the 

regulatory history of the trusts or companies. 

c. Require that records of bids contain information 

required by rules adopted by the co~~ission. 

Sec. 29. NEW SECTION. 77.27 MATURITY RESTRIC'rIONS. 

The following requirements shall apply to the maturity of 

an investment: 

26 1. The remaining term to maturity of an investment by a 

27 local governmental entity shall not exceed the date of 

28 anticipated expenditure of the funds being invested. 

29 2. Operating funds shall be invested only in investments 

]0 and deposits which have a final maturity of not more than 

31 three hundred sixty-five days. 

32 3. Reserve funds shall be invested o~ly in investments 

33 which have a maximum final maturity of five years. 

:," Sec. 30. NEtl SECT:::ON. 77.28 INVESTMENT TRANSACT:OI-JS 

5S SSTTLEMENT. 
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1 ~he followi~g requirements shall apply to the settlement o~ 

2 i~vestment transactions: 

1 ~. A local public treasurer snail ensure that all 

4 p~rc~lases a~d sales of securities are se~~led wittlin the tl~C 

5 period required by i~duscry standards. However, ~tLe 

6 co~nission may by r~le establish a Silorter period of ti~2. 

7 2. A settlement of purchases and sales of securities shall 

8 be conducted on a delivery-versus-payment basis. A transfer 

S Or 2ssets and sec~riti2S out ot a district custodia: ban~ 

:0 sha!l be for the sole p~[pose of making an inv2s~ment, or 

il disbl.rsing funds Eor the operations or other duly-authorized 

12 expen6itures of a locai governmental entity. 

13 3. A local public treasurer shall provide in~ernal 

If; controls for the purcnase, sale, transactional settlement, and 

IS custody of cash and securities consistent with (ules adopted 

16 by the co~nission. 

17 

18 

Sec. 31. NEW SECTION. 77.29 SALES OF INVESTMENTS. 

1. A local publ:c treasurer may sell or redeem investment 

19 instruments consistent with this chapter, rules adopted by the 

20 commission, and expenditure requirements of the local public 

21 treasurer's local governmental entity. 

22 2. A local public treasurer may dispose oE a security Or 

23 investment. including by sale, at less than cost. However, 

24 the disposition must tend to maximize the benefits that may be 

25 derived from tte disposition or be necessary ~o meet immedLJte 

26 liquidity needs of the local governmental entity. 

27 3. A local public treasurer shall sell fixed-rate 

28 cor.porate obligations or mortgage obligations when the 

29 obligations are rated below the two highest classifications of 

30 prime as established by at least one of the rowa-recognized 

31 rating services. 

32 Sec. 32. NEW SECTION . 77.30 INVESTMENT ADV:SORS. 

. J3 A local pllbI::_c treasurer or local governmental entity may 

34 employ independent professional investment advice. Fees 

is obtained directly fro~ the local governrnencal entilY or 

-29-

• 



S.P. ~oCJ8' H.P. 

I indirectly from other sources, 2nd possible conflicts of 

2 interests in connection with providing illvestme~t advice, 

1 shall be disclosed to the local governmental encity e!n~loyi~g 

4 ~n investment advisor. The local governmental entity sr.all 

5 report fees and possible conflicts each year to the commissio: 

6 as provided in rules adopted by the corr~ission. 

7 Sec. 33. NEW SECTION. 77.31 INVESTMENT OF BOND FUNDS. ---
8 1. A local public treasurer shall invest the proceeds or 
9 bond or note issues, the proceeds of any sale of securities 

10 issued by the local governmental entity, or funds pledged or 

11 otherwise dedicated to the payment of interest and principal 

12 on bonds, notes, or other securities issued in accordance with 

::.3 subsection 3 and rules adopted by the commission. Eowever, 

14 the local public treasurer may make an investment having a 

15 maturity consistent with the needs for fund proceeds, 

16 expenditures, and the terms of a borrowing instrument 

17 appli~able to the securities. 

18 2. a. The board of directors of a school corporation may 

19 invest the proceeds of bonds issued and not currently required 

20 as provided in any investment authorized purs~ant to this 

21 chapter. Earnings and interest from the investments shall be 

22 used either to retire the bonded indebtedness or be credited 

23 to the schoolhouse fund for purposes of financing the 

24 construction or equipping the school building for which the 

25 bonds were sold. 

26 b. This subsection applies to the use and crediting oE 

27 earnings and investments of the proceeds from bonds issued 

28 prior to July 1, 1971. 

29 3. A local governmental entity controlling a fund created 

30 by direct vote of ~he people, may invest any part of the tund 

31 which is not currently needed. 

32 Sec. 34. NEW S2C'IO:-.J. 77.32 INVESTM20JTS OF OPERATING 

33 FUNDS. 

34 Operating funds of a governrne~t entity may be deposited or 

35 invested only in the followi~g assets: 
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1 3. United States treasury bills. 

2 b. Obligations in which a mar~et is made by a p~imary 

3 reporting government securitie~ dealer, which are fully 

4 gllaranteed by the full faith and credit of the United States 

S as to principal and interest. and which are issued by the 

6 fol:owing agencies or instrumentalities of the United States: 

7 Il) A federal farm c,edit bank. 

8 (2) A federal home loan bank. 

S (3) The federal national mortgage association. 

10 (4) The student loan marketing association. 

11 (S) Another govern@ental agency or instrumentality of the 

12 United States as provided by rules adopted by the co~~ission. 

33 c. The governmental securities described in this 

14 subsection which have beer. stripped of interest or principal 

is payments and have a final maturity not to exceed one year. 

16 2. A negotiable or nonnegotiable deposit in an lowa-

17 recognIzed depository. 

18 3. Shares or certificates in an Iowa-recognized invest~ent 

19 trust or an Iowa-recognized investment company. putsuan~ to 

20 all of the following requirements: 

2) a. There shall be no restriction placed on the amount of 

22 funds invested with an Iowa-recognized investment trust or an 

23 Iowa-recognized investment company if the entity and pe~sonnel 

24 managing the funds for the trust Or company resides in Iowa. 

2S b. At the time of investment. not more than ten percent of 

26 a local governmental entity's total funds shall be invested in 

27 investment companies and investment trusts which are not Iowa-

28 managed. 

29 c. At the time of investment, not more than five pe~cent 

JO of a local governmental entity's funds shall be invested in 

i1 anyone investment company or investment trus~ whiCh is not 

32 Iowa-managed. 

33 4. Repurchase agreements. if all of the following apply: 

}4 d. ?he local governmental entity is the buyer of the 

35 collateral and an Iowa-recognized depository O~ Iowa-
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1 recognized dealer is the se:ler. 

2 b. The cOllateral consists of investments auc~orized oy 

3 this section or a government national mortgage clssocl~tior[, 

4 federal home loan, or federal national mortgage corporation 

5 mortgage pool. 

6 c. The collateral is valued and maintained at a minlmum of 

7 one hundred two percent of market value. 

8 d. The depository or dealer acts as a principal. 

9 e. The depository or dealer delivers the collateral 

10 securities to the local public treasurer's district custodial 

11 bank. 

12 5. Repurchase agreements, if all of the following apply: 

13 a. An Iowa-recognized investment trust or investment 

14 company is the buyer of collateral. 

15 b. The collateral consists of investments authorized by 

16 this section or a government national mortgage association, 

17 federal home loan, or federal national mortgage corporation 

18 mortgage pool. 

19 c. The collateral is valued and maintained at a minimum of 

20 one hundred two percent of market value. 

21 d. The depository or dealer with whom the investment trust 

22 Of investment company deals, acts as a principal. 

23 e. The depository or dealer delivers the collateral 

24 securities to the custodial bank of the investment trust or 

25 investment company. 

26 Sec. 35. NEW SECTION. 77.33 INVESTMENT OF RESERV2 FUNDS. 

27 Reserve funds may be invested in any of the following: 

28 1. An investment authorized for investment by operating 

29 funds. 

30 2. United States treasury notes with a final maturity ot 

31 not more than five years from date of purchase. 

32 3. Fixed-rate corporate obligations which are ali of the 

33 follOWing: 

3" a. At the time oE purchase, eaten within the two highest 

35 classifications of prim2, as established by at leaSe twO of 

-32-



S.F. ;;.o1'J H.P. 

1 t.he IO\>Ja.-recognized rating s2rvic~5. 

2 t. Publicly traded and not a private placement. 

3 c. Repriced at least semiannually. 

4 d. BaV2 a remaining term to final maturity which does not 

5 exceed two Y2ars. 

6 e. Meet other qualifying criteria establishea by 

7 cornmissioii rule. 

R 4. Collateralized mortgage obligations and interests in 

o mortgage pools or other mortgage-derivative products as 

10 permitted by r~les adopted by the commission. 

11 S. Options on United States treasury obligations iE the 

12 local governmental entity does either of the following: 

13 a. Owns the specific securities to cover call options. 

14 h. Maintains sufficient segregated cash assets to cover 

1'> put opt ions. 

l6 6. Local certi~icates or warrants issued by a municipality 

17 or school district within a county. 

lB 7. Municipal or school district bonds which constitute a 

~9 general liability. 

20 Sec. 36. NEW SECTION. 77.34 INVESTMENTS IN SECURITiES OF -----
21 GOVERNMENTAL ENTITIES AUTHORIZED BY RULE. 

22 'l'he commission may by rule author ize investments 1n 

23 securities of governmental entities. including drainage 

24 certificates. city special assessment certificates. and 

25 collateralized mortgage obligations. 

26 Sec. 37. NEW SECTION. 77.35 INVESTMENTS PREVIOUSLY 

27 AUTHORIZED ALLOWED UNTIL LIQUIDATED. 

28 An investment held by a local governmental entity that was 

29 allthorized as of July 1. :992. but no longer qualifies under 

]0 this cnapter, is considered an authorized investment until it 

]1 matures or is SOld. However, this section does r:ot allthorize 

32 the extension of maturities on unauthorized ~nvest~ent5 held 

33 by qov2rnmcntal entic~es. 

]4 Sec. 38. NEW SECTION. 77.36 PROHIBITED INVESTMENTS. 

3S An investment ~Ot ciut~orized by this chapter is prOhibited. 
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1 Prohibited investw.ents include but are not limited to the 

2 following: 

3 1. Uncovered op~ions. 

4 2. Commodities ~utures. 

5 3. Commodities options. 

6 4. Reverse repurchase agreements. 

7 5. Investment contracts except as allowed for investment 

8 by bond funds according to rules adopted by the commission. 

9 6. Securities stripped of interest or principal payments 

10 when the final maturity exceeds one year. 

1) 7. Undivided interests in oil, gas, or other mineral 

12 rights. 

13 8. Equity securities. 

14 9. Triparty repurchase agreements, except i~ a custodian 

15 of an Iowa-recognized investment trust or Iowa-recognized 

16 investment company holds repurchase collateral. 

11 Sec. 39. NEW SECTION. 77.37 PROHIBITED INVESTMENT 

18 PRACTICES. 

19 Prohibited investment practices shall include, but are not 

20 limited to the following: 

2l ' Selling short. 

22 2. The purchase of securities through margin or any loan 

23 of funds. 

24 3. Speculation of any type, including but not limited to 

25 speculation on interest rates. 

26 4. Unauthorized transactions. 

27 5. Churning. 

28 6. Adjusted trading. 

29 7. Market manipulation. 

30 8. A practice prohibited by rules adopted by the 

31 commission. 

32 9. Misrepresellting a material fact to a local public 

33 treasurer or represe~tative of a local governmen:al entity. 

34 :0. Omitting to state a material fact to a local p~blic 

35 treasurer or representative of a local goverll~ental entity, 
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~ which is necessa~y in order to make the staten~ents i~ade, 1:1 

2 lig;1t of th~ circumst&nces under which they weee made, I10L 

.l misleadi:lg. 

4 
, , , .. 

') , ' - ..:: . 
< operates " 
7 with the 

8 entities 

S funds. 

10 

11 

Employing a device, scheme, or artiE~ce to defraud. 

Any act, practice, or course of business which 

or would operate as a fraud or deceit, !~ COllnection 

purchase and sale of securities by govern~ental 

or in connection with the deposit of local pvblic 

SUBCHAPTER VI 

ENFORCEMENT 

l2 SeC. 40. NEW SECTION. 77.38 REGULATION AND INVESTIGATION 

LJ OF THE CUSTODY, DEPOSIT, INV(:;STf.IENT, AND TRANSACTIONAS 

14 SE'l'TLEMENT OF LOCAL PUBLIC FUNDS. 

15 The cowmission may do any of the following relating to tr.e 

16 enforcement of this chapter: 

17 1. Conduct a confidential investigation. based upon 

18 reasonable belief. concerning the possible violation of this 

19 chapter or rules adopted under this chapter. 

20 2. lsslle administrative subpoenas for documents and sworn 

21 testimony. and seek enforcement of the subpoenas for docame~ts 

22 dnd sworn testimony in court. 

23 3. Conduct hearings pursuant to chapter 17A and based 011 

24 findings, and act to restrain or discipline a perso~ or the 

25 person's representative who violates a provision of this 

26 chapter or a rule aeopted by the commission. The co:nmission 

27 may do any of the following: 

28 a. Impose conditions. restrictions, or qualifications on a 

29 person. 

30 b. Impose and assess civil penalties. 

31 c. Obtain injunctive relief, by petltioning a district 

32 court. 

33 4. Withdraw an Iowa recognition for a dealer, depos~to[y, 

34 district custodial bank, investment trust, or invest~ent 

JS con'pary. 
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1 5. Cooperate with, refer matters to, or recommenc criminal, 

2 or civil action by other state or by federal auttlorities. Ttl@ 

3 attorney general shall cooperate "ith the commission in 

4 enforcing this chapter. 

S Sec. 41. NEW SECTION. 77.39 WITHDRAWAL OF RECOGNITiON 

6 FOR DEPOSITORIES OR DISTRICT CUSTODIAL BANKS. 

7 The commission shall withdra\·; recognition of a depository 

8 or a local public funds district custodial bank, :or either 

9 the receipt or custody of local public funds if any of the 

10 following occurs: 

Il l~ A superintendent withdraws the qualified status of the 

l2 financial institution. 

13 2. The federal charter of a bank has been withdrawn. 

14 3. The co~~ission finds that the depository has engaged 1n 

IS ulisafe or unsound practices. 

16 4. The depository violates a provision of this cllapter or 

17 a rule adopted by the commission under this chapter. 

18 5. The depository fails to meet the criteria for an Iowa-

19 recognized depository established by this chapter or a rule 

20 adopted by the commission. 

21 Sec. 42. NEW SECTION. 77.40 CIVIL LIABILITY. 

22 1. The following persons or their representatives wno 

23 negligently perform duties under this chapter or fall to 

24 exercise due care in exercising responsibilities of their 

25 office shall be liable for damages caused by the persoll which 

26 result from a violation of this chapter: 

27 a. A broker. 

28 b. A dealer. 

29 c. An investment advisor. 

30 d. An investment company. 

31 e. An investment trust. 

32 f. A depository. 

33 g. A c~stodian. 

34 2. A local ptiblic treasurer 1S not liable for a los~ of 
35 " - public fur,ds ca~sed J..OC2,;" by t~e ':'!1so:'vency 0: (he deposi:'ory 
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w~en the local p~blic funds have been depos~ted or invested as 

2 p:ovided ill this chapter. 

S0C. 43. NEW SECTION. 77.41 PENALTIES. 

4 I. A local ?ublic treasurer whc willfully violates t~e 

~ deposit, invest~2nt# or c~stodial previsions at chis chapc2~ 

6 IS 'j:~:lty of a. ser':'cus misdemeanor. 

J 2. A local public treasurer who ~nowinS;y makes or causes 

8 to bp made a false statement or report to the commission Or ~o 

S an auditor pursuant to sectiol1 77.13 regarding the investment, 

~C settl2me~tJ deposit# or custody of :oca: public funds is 

11 guilty of a serious misdemeanor. 

12 3. An Iowa-recognized depository or officer or director of 

13 al) Iowa-recognized depos~tory who knowingly makes or causes to 

14 be made a false statement or report to the co~~:ssion or the 

~ ') ,'l\;ditor pursuant to section 77.13 or a false en:ry in the 

]6 books o~ accounts of the depository is g~ilty of a serious 

17 misdemeanor. 

18 4. An Iowa-recognized dealer or representat!ve of an Io~a-

19 recognized dealer whc negligently or knowingly offers to sell. 

20 or sells sec~rities or offers to engage or engages in 

21 activities in connection with an offer, purchase, or sa~e 

2l transaction which violates this chapter, is guilty of a 

23 serious misdemeanor. 

24 5. An investment advisor who fails to inform a locai 

25 public treasurer or local governmental entity of dlrect or 

26 indirect fees received in connection with advice given by such 

27 advisor, or fails to notify of a possible conflict of 

28 interest, is guilty of a serious misdemeanor. 

29 5. An Iowa-recognized investment trust or Iowa-recognized 

30 Investment company or its officers or agents who negligently 

31 or knowingly violates the terms of the indenture of trust Or 

32 fund prospectus is guilty of a serious misdemeanor. 

33 Sec. 44. Section 11~A.6# unnumbered paragrap~l :, Code 

34 1991, is amended to read as Eoilows: 

35 Upon request of the county conservation board, ~he board of 
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1 supervisors shall establish a reS2rve for county co~servation 

2 land acquisition and capital improvement projects. The board 

3 of s\lpervisors may periodically c~edit an amou~t of money to 

" the reserve. Moneys credited to the reserve shall rema;.n 1" 

5 the reserve until expended for the projects upon warrallts 

6 requisitioned by the county conservation board. The inter2st 

7 earned on moneys received from bequests and donations in the 

8 reserve account which are invested pursuant to ~ection-.53~± 

9 chanter 77 shall be credited to the reserve account . . 
10 Sec. 45. Section 176A.8, subsection 15, Code Supplerne~t 

11 1991, is amended to read as follows: 

12 15. To carryover unexpended county agricultural extension 

13 education funds into the next year so that funds will be 

14 available to carryon the program until such time as moneys 

15 received from taxes are collected by the county treasurer. 

16 However, the unencumbered funds in the county agricultural 

17 extension education fund in excess 0: one-half the amount 

18 expended from the fund in the previous year shall be paid over 

19 to the county treasurer. The treasurer of the extension 

20 council with the approval of the council may invest 

21 agricultural extension education funds retained by the council 

22 and not needed for current expenses in the manner authorized 

23 for treasurers of political subdivisions under ~ect~on-453~t 

24 £t:!apter 77, 

25 Sec. 46. 

26 amended to 

Seccion 331.555, subsection 

read as follows: 

:;, Code 1991, is 

27 5. The treasurer shall maintain provide for the custodYJ 

28 of-~±±-p~bt±e-mo"ere-iM-the-trea5~rer~s-poe5e~6ion-aMd deposit 

29 or-invest-the-moneys, and investment of public funds as 

30 provided in seet±on-~5r~±e-aMd chapter 453 77. 

31 Sec. 47. Section 357B.3, subsection 3, Code 1991, is 

32 amended to read as follows: 

33 3. Of the levies authorized under subsections 1 and 2, the 

34 trustees may credit to a reserve accoun~ annually an amount 

]5 not to exceed ten cents per thousand dollars of the assessed 
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1 value of the taxable property i~ the township for [he purchase 

2 or (eplaceme~t of supp~ies and 2quipment required to ca;.ry OL: 

3 the services specified under this section. Nocwithsta::ding 

4 section 4S3~~ ~~.20, interest earned on ~oneys cred~ted to the 

S reserve account shall be credited to the reserve account. 

6 Sec. 48. Section 359.43, subsection 4, Code 19S1, is 

7 amended to read as foi~ows: 

8 4. Of the levies authorized under subsections land 2, the 

9 township trustees may cred~t to a reserve account annually an 

10 amou'lt riot to exceed ten cents per thousand doilars of the 

11 assessed value of the taxable property in the township for the 

12 purchase or replacement of supplies and equipment required to 

13 carry out the services specified under section 359.42. 

:4 Notw~thstandi"g sec':.lon .. 53-;-7' 77.20, interest earned on moneys 

~5 credited to the reserve account shall be credi:ed to the 

i6 reserve acco~nt. 

17 Sec. 49. Section 384.58, subsection 4, Code 1991, is 

18 amended to read as follows: 

19 4. Upon accepting the work, the council shall order 

20 payment of any amount due the contractor, to be made by 

21 warrants issued in the manner provided by section 384.57 or by 

22 other means. The city shall order payment of any amou"t due 

23 the contractor to be made in accordance with the terms of the 

24 contract. Failure to make payment within seventy days after 

25 the wor~ under the contract has been completed and if the work 

26 has been accepted and all required materials, certifications, 

27 arId other documentations required to be submitted by the 

28 contractor and specified by the contract have beerl !urnished 

29 the awarding city by the contractor, shall cause interest to 

30 accrue on the amount unpaid to the benefit of the unpaid 

31 party. Interest shall not accrue on funds retained by a ci:y 

32 to satisfy the provislons of section 573.14 regardlng claims 

~3 on file. Interest shall accrue during the period co~~encing 

34 the thirty-first day Eollowi~g the completion of work and 

3S satisfaction of the other requirements of this s~bsection and 
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1 ending on the date of payment. The rate of interest shall be 

2 determined, by the period of time during which interest 

J accrues, and sha:l be the same as the rate of interest that is 

4 in effect under section ~53~6 77.20, as of the day inte~es~ 

5 begins to accrue, for a deposit of public funds for a 

6 comparable period of time. Noth~r\9-eont:ained-ir'l-t:Mi~ This 

7 subsection shelI does not abridge any of the rights set forth 

8 in section 573.16. 

9 Sec. 50. Section 452.10, Code Supplement 1991, is amended 

10 to read as follows: 

11 452.10 CUSTODY OF PHBbfe STATE FUNDS -- INVESTMENT OR 

12 DEPOSIT. 

13 The treasurer of state ar'ld-t:he-t:~e6~~rer-of-eeeh-po~itietii 

14 ~~bdiv±~ior'l shall et:-e±±-t:imes-keep provide for the~ustody, 

15 deposit, or investment of all funds eomin9-znto-their 

16 posse~~ion controlled by the treasurer of state as p~bi±e 

17 monej, state funds. The treasurer of state may mainti'l_in state 

18 fund~ In a vault or safe, to be provided for that purpose, or 

19 in one or more depositories. However, the treasurer of state 

20 and-t:he-t:~e6s~rer-of-eaer'l-po~±t±ee±-s~bd±vt~ior'l shall invest, 

21 unless otherwise provided, eny-of-t:he-ptlblte state funds not 

22 currently needed for operating expenses in notes, 

23 certificates, bonds, prime eligible bankers acceptances, 

24 commercial paper rated within the two highest classifications 

25 of prime as established by at least one of the standard rating 

26 services approved by the superintendent of banking pursuant to 

27 chapter 17A, perfected repurchase agreements, or other 

28 evidences of indebtedness which are obligations of or 

29 guaranteed by the United States of America or any of its 

30 agencies; or in time deposits in depositories as provided in 

31 chapter 453 and receive time certificates of deposit for the 

32 funds; or in savings accounts in depositories; or in war,ants 

33 or improvement certificates of a drainage district. The tota: 

34 investment In cornmercial paper 0: anyone corporation is 

JS limited to an cmo~nt net mo~e than twen~y percent of the totdl 
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1 stocKholders' equity of chat corporation. The treasurer of 

2 state may invest 8ny-ef-~he funds in the treasurer's custody 

3 in any of the investments authorized for the Iowa public 

4 employees' retirement system in section 97B.), subsection 2, 

5 paragraph "b"!.. except that investment in cornmon stocks is not 

S permitted. As used in this section, I'depository': ~eans tl 

) i~nd~e~~~-in5t±ttlt±on-de5±;~a~ed-e5-a-iega~-de~o~itory -tinder 

8 ehtl!':e:-- .. "3 the same a~rovided in secLon451.l. 

9 f'or the purpose of avoiding the complexity and 

10 administrative burdens associated with the required rebate of 

11 arbittage profits to the United states treasury pursuant [0 

12 ~eetion ~ 148 of the Internal Revenue Code, as defined i~ 

i3 secti.on 422.3, the treasurer of state ~"d-tke-~~e&stlrer-ar 

14 ether-de~igMBeeci-fi"8Meiei-ofEieer-ef-eeeh-peii~ieai 

15 5~bciivi~ion may invest the proceeds of public bonds or 

16 obligations and funds being accumulated for the payment of 

17 principal and interest or reserves in tax-exempt bonds, as 

18 defi~ed and permitted by 5~etien ~ 148 of the Internai Reven~e 

19 Code and applicable federal regu~ations under that section, 

20 and in tax-exempt money market funds, including but not 

21 limited to funds issued by an unincorporated investment 

22 company or investment trust registered under the federal 

23 Investment Company Act of 1940, having assets in excess of 

24 five hundred million dollars and having an average mat,:rity 1n 

25 compliance \Hth the federal securities exchange comm:ssion 

26 regulations for registered money ma~ket funds. 

27 Evidences of indebtedness which are obligations of or 

28 guarClnteed by the United States of America or Clny of its 

29 agencies include investme~ts in an unincorporated investment 

30 company or investment trust registered under :he federal 

31 rnvestment Company Act of 1940, 15 U.S.C. § 80a. the portfolio 

32 of which is limited to such United States government 

3] Obligations and to repurchase agreements fully collClteralized 

31 by the United States government obl"ga~ions c: the :nvest~e~t 

1S company or investmert trust ca~es delivery of the collateral 
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1 either directly or through an a~thorized custodian. 

2 Notltz t !-:~ta ne;, "ig'-t:!ly-;:>revi s ief: -ei' -~ he -eede - I:e-o t i':e-ocb" 'c l' i:l r 1', 

4 i8,-may-invest-5ny-pabiie-~ancis-ef-the-eitJ-~ot-carrent~y 

5 "eeded-for-opera~i~9-expen5e~-in-±~~~s~ments-8ti~hor~z~d-±~ 

6 ~eetien-4ir7~,-~abseetioft-~7-and-par~aant-to-geet~on-9fB~~7 

7 ~ab~eetien-2,-paragraph-Ubu,-and-5ec~ion-5it~8,-except-commen, 

8 prererred,-er-gaaranteed-stock-and-~ay-hetd,-parehase7-S~i~, 

9 e~9ign,-tran9rer-er-dispe~e-ef-any-of-thege-inve9tments-as 

10 wett-a9-the-preceed9-of-thege-inve9t~ent9~--~he-city-ceane~~ 

11 shati-impiernent-apprepriate-investment-peiieies-to-obe-fo~~ol<'eci 

12 by-the-eity-treastlrer-and-sha~~-periodiearly-revie~-the 

13 perrormanee-or-the-investments-macie-by-the-eity-treastlrer 

14 p~rStt6nt-te-s~e~-po±ieie~-~ftder-t~is-p6r6greph~ 

15 Sec. 51. Section 453.1, Code 1991, is amended by striking 

16 the section and inserting in lieu thereof the following: 

17 453.1 DEFINITIONS. 

:8 As used in this chapter unless the context otherwise 

19 requires: 

20 1. "Depository" means one of the following: 

21 a. A bank or an office of a bank whose accounts are 

22 insured by the federal deposit insurance corporation. 

23 b. A savings and loan association or a savings bank or any 

24 branch of a savings and loan insurance corporation insured in 

25 part by the savings association insurance :und of the deposit 

26 insurance corporation or another plan approved by the 

27 superintendent of savings and loan associations. 

28 c. A credit union insured by the national credit union 

29 administration. 

30 2. "Local governmental entiey" means the same as defined 

31 in section 77.3. 

32 3 . "Local public funds" mean the same as defined In 

33 section 77.3. 

3~ 4. l'public fllnds l' mean state fu~ds and Ioea: public funds. 

35 5. "Si~king fund 1' or I'reserve fund l' means a fu~d or 
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I aCCOlint in which all of the following apply: 

2 

3 b. 

It is used for the d~posit of reserve funds. 

It is created and use6 fer a definite purpose WhICh 

4 does 110t include supporting current expenses. 

5 c. The interest or income earned is to be used for the 

S sallie purpose as the principal. 

7 6. ·State funds" and "state deposits" mean the moneys of 

R the state, and federal and state grant moneys of ~ quasi-

9 public state entity, that are placed in a depository pursuant 

LO to this chapter. 

11 7. liTreasurer 11 means the treasurer of state. 

12 Sec. 52. Section 453.2, Code 1991, is amended by striking 

13 the section and inserting in lieu thereof the following: 

~4 453.2 DEPOSITORIES. 

15 1. Funds controlled by the treasurer shall be deposited in 

16 one or more depositories approved by the executive council. 

17 The approval of a depository shall be by written resolution or 

18 order which shall be entered on record in the minutes of the 

1.9 

20 

21 

22 

23 

24 

execLitive c01.Jn~il. 

approved and specify 

in each depository. 

investment authority 

shall be responsible 

until the delegation 

The minutes shall nanle each depository 

the maximum amount which rr.ay be deposited 

The executive council may deiegate its 

under this chapter to ~he treasurer who 

for controlling investment transactions 

is revoked. 

shall invest all state funds not needed 

26 for current operating expenses in time certiEicates of deposit 

27 1n an approved depository pursuant to this chapter or in an 

2'i 2. The treasurer 

7.8 UlveStment permitted by section 452.10. The treasurer may 

29 invest in any investment authorized for the Iowa public 

~IO employee's retireinent system provided in section 9'/B. -', 

31 sllbsection 2. paragraph "b", except that the treasurer shall 

32 not invest in comr,lOn stocks. 

33 3. Deposits by the treasurer shall be in depositories 

]4 located in this state. However, the treasurer may rnaintairl dn 

]5 account or accocnts outside the state for the purpose ot 
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l providing custodial services for the state and state 

2 retirement Eund accounts. 

3 4. A deposit of state funds i~ a depository pU{SUdrlt tu 

4 thia chapter shall be secured as fOllows: 

5 a. If a depository is a savings and loan associa~ion, a 

6 savings bank, or an office of a savings and loan association 

7 or savings bank, state funds in those depos:tories shall be 

8 secured pursuant to sections 453.16 through 453.19, and 

9 sections 453.23 and 453.24. 

10 b. If a depository is a bank, credit union, or an oEfice 

11 of a bank or credit union, state funds in those depositories 

12 shall be secured pursuant to sections 453.22 through 453.24. 

13 Sec. 53. Section 453.6. Code 1991, is amended to read as 

14 follows: 

15 453.6 INTEREST RATE -- CO~~ITTEE NOTICE. 

16 P~biic-depo~it~ State funds shall be deposited with 

17 reasonable promptness in 

18 depository for the funds. 

a depository legally designated 

A committee composed of the 

as 

19 superintendent of banki~g, the auditor of state Or a designee, 

20 and the treasurer of state shall meet on or about the first of 

21 each month Or at other times as the committee may prescribe 

22 and by majority action shall establish a minimum rate to be 

23 earned on state funds placed in time deposits. State funes 

24 invested in depository time certificates of deposit shall draw 

25 interest at not less than the rate established, effective on 

26 the date of investment. An interest rate established by the 

27 

28 

29 

30 

31 

32 

33 

34 
,-
~') 

committee under this section shall be in effect cOIT~encin9 on 

the eighth calendar day following the day the rate is 

established and until a different rate is establishee and 

takes effect. The cowmitcee shall give advisory notice ot an 

interest rate established uneer this section. This notice may 

be given by publication in one or more newspapers, by 

publication in the Iowa administrative bulletin, by ordinary 

mail to persons direct:y affected, by any other method 

d2te:~ined by the co~mi~t2e, O~ by a combi~atio~ of these. :11 
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1 al,l cas2s, the ~OtlCe shall be published in the Iowa 

2 adrei~istrative b~lleti~~ ~he notice shall contain the 

1 [ol,low~~g words: 

4 uTile rdte 0:' Inte::"eS( has been determinea by a commlc;:ee of. 

5 the sLace of Iewa to be the mini~u~ interest rate that shell 

5 be ;aid on ptlbiic funds deposited in approved financia~ 

7 instit0tians. To be eligible to accept deposits of p~bl~,c 

8 funds of-the-st9te-e~-fewd, a financial insti~~tlon shal: 

9 den.or:strat.e 2 comrnitr;,ent to se::-ve the needs 0: the local 

10 CO!1l .. "":1;lnity in which it is c~artered to do ousiness. These 

11 needs include cred~t services as well as deposit services. 

'-I All such financial instituC.ions ef'e-f'eq\j±red-t:o s~all provide 

13 the committee with ~ wricten description of their commitment 

14 to provide credit ser·.;ices in the conu:;unity. This statement 

is IS available for examination by citizens." 

is PA~AGRAPH DIVIDED. The notice shall also provide the na~e 

17 and address of a state official to whom inquiries can be sent. 

lR JI.c'cions of the comrnittee under this section and section 453.6A 

},g are exe~pt from chapter 17A. 

20 Public funds invested in depositories time certificates of 

21 deposi t by a t'tlb:l:i:e-bedy-ef'-effieer governmen!:al ent i.~.i' other 

22 than the treasurer of state shall draw interest at rates to be 

2] delermined by the ptlbj,i:e-bedy-er-effiee" government~er.t i St' 
24 and the depositoryy-w~~eh. However, rates shall not be less 

2') than the minimum rate set under this section cor state funds. 

26 Sec. 54. Section 453.6A, subsections 1 and 2, Code 1991, 

27 are amended to read as follows: 

2R l. ?t2b2i:e-ftlnds-ef-the-s~ate State funds shal~ not be 

29 deposited in a financial institution which does not 

30 demonstrate a commitment to serve the :"leeds of the local 

Jl commu:1ity in which it is chartered to do business, inCluding 

32 the needs of neighborhoods, rural areas, and small O~Slr.e5ses 

33 in co~"Unitles served by the fInanCIal institution. These 

34 Ileeds inc!ude credit services as well as deposit services. 

35 2. ~r. additio~ to establishing a min:mum interest [ate fo~ 
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1 public funds pursuant to section 453.6, the committee composed 

2 of the superinte~dent of banking, the auditor of state or a 

J designee L and the treasurer of state shall develop a list of 

4 financial institutions eligible to accept state p~blie fUllcs. 

5 The committee shall require that a financial institution 

6 seeking to qualify for the list shall annually provide the 

7 committee a written statement that the financial instituteon 

8 has a commitment to community reinvestment consistent I-li;:h the 

9 safe and sound operation of a financial institution. The 

10 committee shall accept a certified copy of the annual 

11 corrununity reinvestment report filed by the financial 

12 institution ;;>ursuant to the federal Conununity Reinvestment 

13 Act. 12 U.S.C. § 2901 et seq .• in satisfaction of the writtell 

14 statement requirement under this subsection. To qualify for 

15 the list. a financial institution must demonstrate a 

16 continuing commitment to meet the credit needs of the local 

17 con~unity in which it is chartered. 

18 Sec. 55. Section 453.6A. subsection 3. paragraph b. Code 

19 1991. is amended to read as follows: 

20 b. To receive challenges from any person to a financial 

21 institution's continued eligibility to receive state ~tlblte 

22 funds. 

23 Sec. 56. Section 453.6A, Code 1991. is amended by addillg 

24 the following new subsection: 

25 NEW SUBSECTION. 6. The committee shall cooperate with the 

26 Iowa public funds and finance commission established In 

27 section 77.5. to administer this chapter and chapter 77. 

28 Sec. 57. Section 453.7. Code 1991. is amended to read as 

29 follows: 

30 453.7 INTEREST -- WHERE CREDITED. 

31 l. A depository shall not directly or indirectly pay 

32 interest to a public officer on a demand deposit of ~tlbl±e 

33 state funds. and a public officer shall not taKe or receive 

34 interest on demanri deposits of ptlb;ie state funds. This 

35 provision does not apply to interest on time certificates of 
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1 deposit or savings accounts for I;;l:1bl±e ~_~ fur.ds~ 

2 2 , Interest or earnings on investmel:ts 2~d time de~osit5 

] ~~d~ ill accordance with t~e-p~Ov~5~~~S-O~ 5ectio~s J,2.8; 

~~ 4,w;2 ..... 0, t;53.i 453 .. 2; and L!::'3.G sh3.11 be crecitec to the 

5 g2~eral fund of the governMe~cd~-~oriY-ffla~~~;-~~c-~~vestm~nt-"~~ 

5 ~p.pe5-::-t7--iAi-::l-t-'.:he--e-xe\.!'p·;:ier .. -o~ ~t4t~. Ho\veve~, thi~~ha}l...."l1ot. 

7 apply .. ':o specific f'..lnds for which :nvestments are otherwise 

8 provided by law, constitutional funds,. O~ ,,""~.:-!"! .funds lega11y 

9 diverted to the state sinking fund for ~~h~ie-depoBi~5 
: 0 d ' . _ _~-;O?.:. i... ~~r.d~-se The "Cxcepteri f'Jnd~ shall receive creel:: to.:.-

'1 inte~est or earnings derived from 5~eh investoe!1ts or time 

12 c;h:".?osi ts made from SUCL1 funds. Stle!-i r;h~ interest or ec.rnir:gs 

13 on &"Y ~ fund created by direct vote of ~he people sha:l be 

1,4 crediced to the f~nd first to reti~e any-s~e~ ~tS indebtedness 

15 a~re~-"hich-the-fana-it5eiE-.h6il-be-eredi~ed related to the 

Hi es.tablishment o~ che fund and then for the.~pose of the 

17 fund, 

18 Sec, 58. Section 453.8, Code 1991, is amended to read as 

19 follows: 

20 453.8 LIABILITY OF PBBbJE-6PFiESRS TREASURER OF S'C'A'U:. ---._._--,-
2l An-of~±cer-whe-~.-refe~red-te-in-section-45~~~ The 

22 treasurer is not liable for loss of state funds by-retlSe~-bf 

23 resl)ltir~9._}rorn the i.nsolvency of the depository i!'lstitt1!:ion 

2,1 "'l'Ien_, _if the state funds have been deposited Or ;,nvescea as 

25 provided in this chapter. 

26 Sec. 59. Section 453.9, Code Supplement :991, is amended 

27 to read as follows: 

28 453.9 INVESTMENT OF SINKING FUNDS. 

29 The gove~niMg ~xec~tive council e~-bea~d-wnie~-by-!aw-t~ 

30 at1tl'lo~%Zed-tb-dt~eec··~he-depo~it±"q-of-!~"d9 may direct the 

3l treasurer e~-ethe~-de~~9~ated-~z!'la"eia~-e~fice~ to invest any 

32 ~tlMd-no~-e~-aettve-fen6-nee6ed-fo~-et1~rene-~se-and-wh±e~-is 

31 being state funds accumulated a~ in a sinking Lnd fot'-& 

34 def~ntte-?tlt'poge7-t~e-~n~et'e9t-oM-w~~eM-t9-tlged-for-the-5affl~ 

35 l'tlt'pese,-tl"l-'!:oea::_,_ '{'he s:a'Ce funds ma"y'-be ir:'/estec ~n.2.llY...0f 

-47-

• 



'e 

S.L ;"oCj8 H.F. 

~ the followins..:. 

2 1. Local certificates or warrants issued by ~ny ~ 

3 municipality or School district within the county,-in 

4 I!\ tt !'l i e i ;ltl1: -'-

5 2. Municipal or school district bonds which constitute d 

6 general liability,-and-~n-~n~~~tl!\e!'l~5-,-

7 3. Investments authorized i" pursuant to section 452.10. 

8 For the purpose of avoiding the complexity and 

9 administrative burdens associated with the required rebate of 

10 arbitrage profits to the Gnited States treasury pursuant to 

11 5@etiol'l ! 148 of the Internal Revenue Code, as defillsd in 

12 section 422.3, the treasurer ef-s~aee-and-the-trea5tlrer-Or 

13 othe~-de5i9na~ed-fina!'leia~-officep-of-eaeh-poiiticai 

14 5ttbdivision may invest the proceeds of public bonds or 

15 obligations and funds being accumulated for the payment of 

16 principal and interest Or reserves in tax-exempt bonds, as 

17 defined and permitted by section 1 148 of the Internal Revenue 

18 Code and applicable federal regulations under that section, 

19 and in tax-exempt money market funds, including but not 

20 limited to funds issued by an unincorporated investment 

21 company or investment trust reg~stered under the federal 

22 Investment Company Act of 1940, having assets in excess of 

23 five hundred million dollars and having an average maturity in 

24 compliance with the federal securities exchange commission 

25 regulations for registered money market funds. 

26 ~he-~pe~stlrer-of-st6te··ffla7-i!'l~e5t-in-any-of-the-i"w~stfflente 

27 atttho~i~ed-for-the-fowa-ptlbiic-empTeyees~-retirefflent-system-~n 

28 seetion-91B.1,-stibseet~on-2,-pe~agraph-llbll-e~eep~-th8t 

29 inve5tment-in-ee~~on-etoe~s-shair-not-be-perm±~teci. 

30 Sec. 60. Section 453.10, Code 1991, is amended to read as 

31 fo110\-ls: 

32 

33 

:l ~ 
35 

453.10 INVESTMEN7 OF FUNDS CREATED BY ELECTION. 

The 90wer~in~-eetlneir-or-b~ard,-who-br-i8w-he~e-eent~ei-ef 

8nr-ftine-ereaeeci-b7-di~eet-wote-of-rhe-peop~e, executive 

cO"Jrlcil may invest any portion ot the ~ fund c!."eated ~_.£L.rect 
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~ vc~(e o~~~~o~!, \o/hi<.:..h ~~ not c;Jrrent';'y t:22ded, ':1: 

2 investrne~ts authorized in sectiG~ ~52.1G. ~h~·-~~e~gtr~?-ei 

5 5 ab.-:1,~c:-t: i O!'"i - ~ 7 - ~a t""~C; ~aph-ll b!!-~!<ce?'C - ~ l-.~t -± ~'7e:::.t!""e r .. -:: - ~ or. - eof.\!t',<,:,,>'l'"t 

~ stoe~5-'shai~-no~-b~-pe~~~t~ed~ I~terest or ear~ings on stich 

shall be credited as provided in sectio'l 453.-/: 

8 subsec(, :on 2. 

9 Sec. 6l. Section 453.12, Code 1991, lS amended to read as 

10 [0110\';5: 

11 453.12 SERVICE CHARGE BY DEPOSiTORY. 

17 A depository may make reasonable service charges with 

13 respect to the handling of ptlb~ie state funds. but the service 

~4 charges shall 

15 requires from 

16 Sec. 62. 

17 follows: 

not be greater than the depos:tory customarily 

other depositors for similar serv:ces. 

Section 453.13, Code 1991, is amended to read as 

18 453.13 DEPOSIT NOT MEMBERSHIP. 

19 Notwithstanding chapter 534, the deposit of !'tlbHe stat'". 

20 Eands in an association defined in section 533.i or 534.102 

2l does not constitute being a shareholder, stockholder, or ow~er 

)2 o~ a corporation in v:olation of Article VIII of the 

23 Constitution of the State of Iowa or any other provision of 

7.4 law. 

25 Sec. 63. Section 453.16, Code 1991, is amended to read as 

26 E0110ws: 

21 453.16 SECURITY FOR DEPOSIT OF PYBbfe STATE FUNDS. 

28 1. Before a deposit of ptlb±ie state funds is made 01-6 

29 ptlb±ie-ofEiee~ with a depository institu~ion in excess of the 

30 amount insured by federal deposit insurance or federal savings 

31 and loan insurance, ane or before the investmen,; of public 

32 funds in investments authorized in section 452.10 which elt!ler 

31 are not obligations of or guaranteed by the United States 

34 government or any of its agencies, are in excess oE c~e amount 

35 i;lSI)red by federal depos~t insurance or federal savings and 
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1 loan insurance, or are investments by the treas~rer of sta~e 

2 specifically aClthorized by section 4S2.l0 to be .~.ade as 

3 additional investments ~ndet section 978.7. s~bs~ction 2, 

4 paragraph "b", the public officer shall obtain secu~ity fo~ 

5 the deposit or investment by one or more of the following: 

6 a. The depository ~ft~tittltieft may ,iye-~o-the-ptibtic 

7 officer £rovide t~ the treast:rer a corporate sClre~y bond O~ a 

8 sur:-ety corporation approved by the treasury departwer.t of t.i;e 

9 United States and authorized to do business in this statey 

10 whieh. The bond sha~l be in an amount e~ua1 to the ~tl6±±e 

11 state funds on deposit at any time. The bond sha~~ be 

l2 conditioned that the deposit shall be paid promptly on the 

13 order of the ptlbi±e-offiee~-ffl~k~~,-the-ciepe~it treasure£ and 

l4 the bond shall be approved by the offiee~-ffla~t~s-the-cle~b~it 

15 treasurer. 

16 b. The depository ±~~tite~±on may deposit, maintain, 

17 pledge &nci, or assign for the benefit of the ptlol±e-oEEiee~ 

18 treasurer in the manner provided in this chapter, securities 

19 approved by the ~abiie-e££~eer trea~~Jer, the market value of 

20 which is not less chan one hundred ten perce~t of the total 

21 deposits of ptlbl±e state funds placed by-'ehat-l'tlbhe-efhce" 

22 in the depository instittltion. The securities shall consist 

23 of any of the following: 

24 (1) Direct obligations of, or obligations that are insured 

25 or fully guaranteed as to principal and interest by, the 

26 United States of America or an agency or instrumental.ity of 

27 the United States of America. 

28 (2) Public bonds or obllgations of this state or a 

29 political subdivision of this state. 

30 (3) Public bonds or obligations of another state or a 

31 political subdivision of another state whose bonds are rated 

]2 within the two highest classifications of ptirne as established 

33 by at least one of the standard rating services approved by 

14 the superintendent of banking pursClant to chapter 17A. 

3 '· ., (4) To the exte~t of the g!Jarantee, loans, obltgdtions, r~ r 
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1 ~ontransferable letters of credit upon which the pay~ent of 

2 prir1cipal and interest is fully secured or guaranteed hy the 

3 United States o~-."\.Jtieriel1 or .:ir. agency Or inst:-l1,wentality of 

4 the Unit:ed S:at:es ~~-Alf.e~±ea. 

5 (5) first lien mortgages which are va:~ed ~ccording to 

6 practices acceptable to the treasurer of st:ate. 

7 Direct obligations of, or obligations th~~ are insured or 

8 fully guaranteed as to principal and interest by, the United 

I; States e:r-Affle-:iet4, !,.;hich may be used to secure t.~e deposit of 

10 public funds under subparagraph (1), include investments in an 

~~ investment cornpany or investment trust registered under the 

12 federal Investment Company Act of 1940. IS U.S.C. § 80a. thE 

IJ portfolio of which is limited to the United States government 

14 obligations described in subparagraph (1) ar.d to repurc~ase 

IS agreements fully collateralized by the United SLates 

16 government obligations described in subparagraph (1), if the 

17 investment company or investment trust takes delivery of the 

:8 collatera~ either directly or through an authorized custodian. 

19 2 . If ~~bi~e stat~ funds are secured by both the assets of 

20 a depository ~~~tit~tio~ 

21 assets and bond shall be 

and a bond of a surety comparly, the 

held as security 

basis of 

for a rateab':'e 

22 proportion of the deposit on the the market va~ue of 

23 the assets and of the total amount of the surety bonds. 

24 Sec. 64. Section 453.17. Code 1991. is amended (0 read as 

2:; follows: 

26 453.17 DEPOSIT OF SECURITIES. 

n 1. 

28 funds 

A depository in~~it~~ion which receives ptlbt~e state 

shall pledge securities owned by it as required by this 

29 chapter in one of the 

30 a. The securities 

following methods: 

shall be deposited with the eOtlMtY7 

3~ eity,-o~-ot~er-ptlbiie-offiee~~ treasurer at the option of the 

32 officer~ treasurer. 

33 b. The securities shall be deposited pursuant to a 

34 bailmenc agreement with a financial institution having 

35 facil~ties for the safekeeping of securities and do:ng 
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1 business in the state. A financial institution which recelves 

2 securities for safekeeping is liable to the p~bt0c-of~icer-co 

3 whom-the-seearities-Bre-piedged treasurer for any loss 

4 suffered by the pablie-effieer state if the financial 

5 institution relinquishes custody of the securities contrary to 

6 the provisions of this chapter or the instrument governing the 

7 pledge of the securities. 

8 c. The securities shall be deposited with the federal 

9 reserve bank of Chicago, Illinois, or the federal home loan 

10 bank of Oes Moines, IowaL pursuant to a bailment agreemen~ or 

11 a pledge custody agreement. 

12 o. The securities may be deposited by any combination of 

13 methods specified in paragraphs "a", "b", and "c". 

14 2. A deposit of securities shall not be made in-a-Eac~±ity 

15 with a Derson owned or controlled directly or indirecLly by 

16 the financial institution which deposits the securities. 

17 3. All deposits of securities, other than deposits of 

18 securities with the Bpprepriate-pablie-effieer treasurer, 

19 shall have a joint custody receipt taken for the securities 

20 with one copy delivered to the pttbl~e-etf~eer t,easurer and 

21 one copy delivered to the depository ±nsti~at±eM. A 

22 depository i~st±~a~ie~ pledging securities with a-pabtie 

23 efEieer the treasurer may eaa5e examine the securities ~e-b~ 

24 e~amined in the eff±eer~s treasurer's office to show the 

25 securities are placed with the offieef" !.!ea:?u.reE as collateral 

26 security and-are. The securities sha:l not be transferable 

21 except ttpen-the-eonditieM5 ~ provided in this chapter. 

28 4. Upon written re~ttest-frem demand by the apprepriate 

29 pablie-offieer-bat-net-les~-thaft-~aarterty treasurer, a 

30 deposiLory ±nsti~~tieM sha~l report on at least a cuarterly 

31 basL~ the par value and the ma~ket value of aMy pledged 

32 collateral and the to~al deposits of p~blic state funds of 

33 that-ofEieer :n the depository in~tittltien. 

3"1 Sec. 65. Section 453.18, Code 1991, is amended to read a~ 

3~ follows: 
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i 453.18 CONDITIO~ OF SECURITY. 

2 ~h? condition of the surety bond or the deposit of 

j securities, ir.struilients, or a joint custody receipt, must be 

4 th~c ~he depository ins~~t~t~e" will promptly pay ~e-tMe 

funds to the treas~rerf ------- -- .-
6 i~ciuciil1g a~y interest on the funds, in its custody lipan 

"J lat.<Jf'.J.!.. C21;land ar"ld,-whe~ -reqd i red-by- 3:aw7-~6y- t::~e- ft::'".Id~- te- ti-Je 

8 pnbiic-0~Eice~-~ho-macie-the-depe~±t. 

9 Sec. 66. Section 453.19. Code 1991. is aree~ded to read as 

10 follows: 

II 453.19 WITH0RAWALS. EXCHANGES OF SECURITY. 

12 ' Securities pledged pursuant to this chapter may be 

13 withdrawn on application of the pledging depos'tory 

14 in~t±~~tien and upon approval of the ptlb±ie-efE~ee~-te-~~effl 

IS the-~eetl~~~ies-a~e-preog~d ~ea5ure~ if the deposit of 

is securities is no longer necessary to comply with this chapter, 

17 or is required for collection by-"i::-bl1! because of Its 

18 matucity or for exchange. The depository in5~t~~tren sha~l 

19 replcice securities 50 withdrawn for collection or exchange. 

70 2. In an exchange oE deposited securities for nel." 

21 securities. the amount of security on deposit at any tlme 

22 shail not be decreased below that otherwise required by this 

23 chapler. 

24 3. In the evenc of substitution or exchange of securitIes. 

2~ the ilolder or custodian of the securities sha::. on the same 

26 day, forward a =ece~ by certified mail. return receipt 

21 requested. to the p~oi~e-eEfieer ~[eaSllrer and the depository 

28 inst';'''tltien,-8_._ The receipt -'!.hall speci f icalli' de5e::-~bin"l 

2Y describe and icl~ntifyin~-bet~ ident~fy the subst:tuted 

]0 securities and (hose released and returned to the depository 

31 1:1'l5~±·ct:t;'en. 

32 4. ~he-p\jbrie-eff±ee~-wh±e~-de?esies-p~bTie-~tln05-witn-a 

33 de~ository-inse~t~~~on If the market value of secu[ities 

3·3 deoosited with or ~or the be~e~it of the treasurer ~alls below ___ ~ .=c.=.:=--"~:.:: -=--"-''--=-=---= 
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1 t ~~easurer shall requirel-±f-~he-ffiat"~ee-ve.itle-of-e~e-seetli:'-i:~±~~ 

2 depe~±ted-w~th-o~-for-~~e-benef±e-ef-the-etf~e~~-fai15-be~o~ 

3 o~e-htlftdrecl-te~-?eree~t-of-the-depos±~-iieb±ii~y-~o-th~-pobiie 

4 effieer7 the deposit of additional security to bring t!le total 

5 

6 

7 

8 

9 

10 

11 

12 

market value of the security to one hundred ten pe,cent of the 

amount of putIlc funds held by the depository. 

Sec. 67. Section 453.22, subsection 1, Code 1991, is 

amended to 

1. The 

securities 

collateral 

of-~tl:lte, 

read as follows: 

depository shall pledge the required collatera" 

to the treasurer of-5tete by depositing the 

securities in restricted accounts of the treasurer 

including but not limited to pledge-custody 

at a federal reserve bank, the United States central 

14 credit union, a trust department of another commercial ban:< or 

15 with another financial institution which has been designated 

16 by the treasurer of state that is not owned or controlled 

13 accounts, 

17 directly or indirectly by the same depository or holding 

18 company. The depository shall deliver to the treasurer of 

19 ~tete a security agreement which provides the treasurer o~ 

20 ~tete with a valid and perfected security interest in the 

21 required collateral. The market value of the required 

22 collateral shall not be less than one hundred ten percent of 

23 the total ~~b~ie state funds placed on deposit in the 

24 depository. 

25 Sec. 68. Section 453.22, subsection 3, unnumbered 

26 paragraph 1, Code 1991, is amended to read as follows: 

27 The securities used to seCure p~b=ie deposits of state 

28 funds shall be acceptable to the treasurer of-state and shall 

29 be one or more of the following: 

30 Sec. 69. Section 453.23, subsections 1 and 2, Code 1991, 

31 are amended to read as follows: 

32 1. The pledging of securities by a depository pursuant to 

33 this chapter or chapter 77 constitutes consent by the 

34 depository co the disposition of the securities in accordance 

35 with this section. 
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1 2~ The eepositc~y and the security given for ~~e pub1,ic 

j'1 its for payment if the deposi.~ory 

"l fails :0 pay a check, draft, or warrant drawn by ~ke a public 

5 Or ~O ~ccount fo~ a check, draft? warrant: ordp~ or 

6 ce:ti.ticates of deposit, or any public funds e~t,usced cO it 

7 if :n failing to pay the depository acts contrary ta the ter~s 

8 of ~n agreemenL between the depository and the ?tlb~~e-body 

9 tr2~enre~ state or a local gover~~e!ltal entity. 

10 Sec. 70. Section 453.23, subsection 3, U :H: u;i~be red 

11 paragraph 1, Code 1991, is amended to read as follows: 

12 :f a depository is closed by its primary regulatory 

13 officials, the-p~b±ie-b6dy a local aovernmental entity t'Jith , -
14 deposits in the depository shall DoeiEy the treasurer of-s~a~e 

1S of the amount of any claim within thirty days of the closing. 

16 The lredS;Jrer "~-5"8l:e shall r.otify the Iov/C!. public funds a_n~ 

17 f in",",c", cornmission_ estab} ; shed pursuant .~o sect ion. 77. S. The 

18 !.reaslner shall imp:ement the follo\,'ing proced;Jrcs: 

19 Sec. 71. Section 453.24, Code 1991, is amenoed to read as 

20 follows: 

7l 4S3.24 LIABILITY. 

22 W~en-pttbiie-depo5±e5-e~e-mecie A person depositing state 

23 fu~ds in accordance with this chapter7-a-~ttb~ie-bod7 

~4 dppos±~in9-pabiie-ftlnci~-o~-ie~-agent5y-empi0yee~1-offiee~S7 

2S and-board-members-are is exempt from liability for any :oss 

26 resulting from the loss of a depository in the absence of 

27 negligence, 

28 part of the 

malfeasa~ce, misfeclsance~ or nonEeasar.ce on 

e~~ie±t:t'!, person. 
ehe 

sells 

20 a dppository1s colla;.eral securities, the depository shall 

30 deposit additional collateral to meet required collateral 

J: levels~ 

32 In making an assessment against depositories holding ~tlb~±e 

J] state funds as a result of a fa~lure, the treasurer eE-seate 

]4 is exempt from any liability for loss, damageL o~ expense to a 

35 depository which has accepted ?tlb±tc st.ate 
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1 Sec. 72. Section 453.25, Code 1991, is amended to read as 

2 £ollOl,1s: 

3 453.25 STATE SINKING FUNDS CREA'I'ED. 

4 There are created in the ~~eestl~e~-~f-S~tlte~5 treasurer's 

5 office the following funds: 

6 1. A state sinking fund for-"tlbH:e-deposit~ to ."ecure the 

7 deposit of state funds and local public funds in banks. 

8 2. A state sinking fund for-ptlblie-deposi~s to secure the 

9 deposit of state funds and local public funds in credit 

10 unions. 

el 3. A state sinking fund for-ptlbtie-clepos~ts to secure the 

12 deposit of state funds and local public funds in savings aile 

13 loan associations and savings banks. 

l4 The funds shall be used to receive and disburse moneys 

15 pursuant to section 453.23, subsection 3. paragraph Hd". 

16 Sec. 73. NEW SECTION. 453.26 APPLICATION OF THE CHAPTER 

17 AMBIGUI'I'IES. 

18 Ambiguities in the application of this chapter shall be 

19 resolved in favor of preventing the loss of state funds on 

20 deposit in a depository. 

21 Sec. 74. Section 573.14, unnumbered paragraph 2, Code 

22 Supplement 1991. is amended to read as follows: 

23 The public corporation shall order payment of any a~ount 

24 due the contractor to be made in accordance with the terms of 

25 the contract. Except as provided in section 573.12 for 

26 progress payments, failure to make payment pursua~t to thi~ 

27 section. of any amount due the contractor, within forty days. 

28 unless a greater time period not to exceed fifty days is 

29 specified in the contract documents. after the worK under the 

30 contract has been completed and if the vJork has been accepted 

31 and a:l required materials. certifications. and o:ner 

32 documentations required to be submitted by the contractor anI! 

33 specified by the contract have been furnished the awarding 

34 publ~c corporation by the contractor, shall cause interest to 

35 accrue on the amount unpaid to the benefit of the ~npaid 
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1 party~ Interest shull accrue during the period cor~mencing the 

2 lhirty-first day following the completion o~ wor~ and 

-' S8;. tsfaction of the oti1.-=r require!i\ents of ~h:s par~sra;':;'1 a;:d 

4 eildi.ns ()D the date of paym~nt. The rate of l~teres~ shall Le 

S det2(~ined by the period of time during which ~~cerest 

[) aCC{;~25, and s~all be the same c.S tCle !'"ate of j.nter2SC tiiat i.~.; 

7 in e:fecc under section 453 .. 6 ?r 77.20, as o~ che day in~eresc 

8 begins to accrue, for a deposit of public funds for a 

g comparable per iod of tifile. Th:s paragrap11 does not abr idg2 

Ie allY of che rlg~ts se~ forth in section 573.16. Except as 

11 prov~ded in sections 573.12 and 573.16, interest shall not 

l2 accrue on funds retained by the public corporation to satisfy 

13 the provisions of this section re~arding claims on Eiie. This 

l4 chapter does not apply if the public corporation has entere0 

15 intc a contract with the federal government or accepted a 

16 federal grant which is governed by federal law or rules that 

:7 are contrary to the provisions of this chapter. 

18 Sec. 75. Section 602.8102, subsection 64, Code Supplement 

19 1991, is amended to read as follows: 

20 6~. Deposit funds held by the clerk in an approved 

21 depository as provided in eeet±on-4S3~~ chapter 77. 

22 Sec. 76. Section 602.8109, subsection 7, Code IS91, is 

23 amended to read as follows: 

24 7. Amounts not paid as required under subsection 3, 4, 5, 

75 or 6 shall bear interest for each day of delinquency at the 

26 [ate in effect as of the day of delinquency for time deposits 

27 of public funds for eighty-nine days, as established under 

28 section ~53.6 77.20. 

29 Sec. 77. REPEALS. Sections 453.4, 453.5, 453.11, 453.14, 

30 arId 453.15. Code 1991, are repealed. 

31 EXPLANATION 

32 This bill repcesents a comprehensive revision of laws 

33 relaticg to the custody, deposit, and investment of funds 

]4 controlled by Iowa governmental bodies. Section 452.10 and 

]5 chapter 453 presently govern this area and apply to actions by 
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I the treasurer of state and local political subdivisions. This 

2 bill provides for the separate regulation of funds conrro11pd 

3 by local governmental entities. Chapter 453 as 2;nend?c hy tre 

4 bill still governs the custody, deposit, and investmellt aE 
5 funds by the treasurer of state. 

6 The bill creates a new chapter entitled the "Iowa Public 

7 Funds and Finance Act" which regulates the custody, deposit, 

8 and investment of local governmental funds. The bill 

9 establishes a public funds and finance commission to 

LO administer the chapter. The commission is composed of state 

11 and local officials, and persons representing interested 

12 organizations. The co~mission is required to appoint 

13 qualified staff including a co~nissioner. The bill also 

14 establishes an Iowa public funds and finance adviso~y council 

15 to advise the commission regarding policy. The bill provides 

16 for confidential meetings and records by the commission and 

17 council. 

18 The bill provides for the powers and duties of local 

19 governmental entities and the control of local public funds. 

20 It provides for the bonding of public treasurers and the 

21 filing of reports to the co~~ission. The bi~l also provides 

22 for an annual audit of investments made by a local public 

23 treasurer. 

24 The bill creates several provisions relating to the custcdy 

25 of local public funds. It provides for the establishment of 

26 local public funds custodial districts by the cO~~ission, and 

27 requirements for the custody of such funds. 

28 The bill also provides restrictions and procedures for the 

29 deposit and investment of local public funds. Public funds 

30 must be invested with a financia: institution recognized by 

31 the commission. :t provides for interest and income on 

32 deposited funds and allowable charges by recognized 

33 depositories. The bill provides that depositories must 

34 demonstrate a corr.mitmer.t to local cOl"ilr.1unities, ~:;i:nildr to 

3S requirements imposed under chapter 453. The bill also 
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1 requires that d depository :eceivins public funds must 

2 co:la~era:ize sec:Jrities owned by ~he depository Eor deposits 

] over $5 million dol~ars of local public funds. The bili 

4 i~cl~des substitut2 requireme~ts if rules are llot adopted. 

S T:-:e b,~ll also provides for ~he ii:vestrnent 0:: r\lr.ds by loc~i. 

6 entiti2~, by establishing i~ves~~2nt objectives, aut~:c)[ize6 

7 investment ~ransactiorlS, maturity restricti0~5: sett:eme~t 

8 procedures, and requirements re~ati~g to the sales of 

q investillents. The bill regLilates the employmer.t of independent 

:0 professional advisors. It provides for investm2!~ts of a 

11 number of specific funds, including bond funds, funds crea~ed 

c2 by e12ction, operating funds, and reserve funds. The oill 

13 prohibicS certain investments and p~actices. 

14 The bil: provides for the enforcement of the chapter, 

15 including the regulation and investigation of persons involved 

16 in the custody, deposit, and investment of local public funds . 

17 The bil~ imposes civil and criminal pe:1alties for 

18 violations of the chapter. 

19 The bil: may impose a state mandate as provided in chapter 

20 258. 
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