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An Act relating to the administretion of public funds, providing
penaities, and repealing certain sectlois.
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Section 1., Section 21.5, subsection i, Code 1991, is .
amended by adding the following new paragrapn:
NEW PARAGRAPH. k. To carry out functions performed by the

iowa local public funds iInvestment advisory becard and the Iowa
public funds and finance commission as provided in section
77.10.

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

[=2 B VA R <V S

following new subsection:

NEW SUBSECTION. 29. Records relating to functions

DD
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performed by the Iowa lccal public funds investment advisory

(o]

board and the Iowa public funds and finance commission as

|l sad
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provided in section 77.10.

13 SUBCHAPTER I

14 GENERAL PROVISIONS

15 Sec. 3. NEW SECTION. 77.1 SEORT TITLE.

]

16 This chapter shall be known and may be cited as the "Iowa
17 Local Public Funds ané Finance Act". .
18 Sec. 4. NEW SECTION. 77.2 PURPOSES AND PRIMARY

1S REQUIREMENTS OF THE CHAPTER.

20 1. This chapter shall serve all the following purposes:
21 a. To protect the iavestment of local public funds, by

22 establlshing & local public furnds and finance commission to
23 requlate the investment of local public funds of governmental
24 entities, and z local public funds investment advisory board
25 to provide advice regarding investment and regulatory policy.
26 b. To provide statutory authorizations and prohibit:ions
27 relating to the purchase and sale of invesiments and the

28 settlement of investment transactions for local public funds,
29 and the deposit and the custody of local public funds in

30 financial institutions,

31 c. To establish qualifications for persons doing business

32 with local public funds.

33 d¢. To Impose sancrions for investment and custodial
34 acrivity in violation of this chapter or rules adopted by the .
i35 commission.



@. To place the regu.lation of inves Ggeposit,
custody of local public funds in on fesziona: siate
agency.

2. The Lwo primary requirements

oczi pudbiic funds under this chapter are
rincipal and ligquiditv. To carry out
requirements, thls chapter establis

for the investment of operating funcs,

funds whiech are the proceeds from the lssuance
by a governmental entity.

Sec. 5. NEW SECTION. 77.3 DEFINITIONE,

Ag used in this chapter, unless the context otherwise

reguires:

ey

-

1. "Authorized collaterali" nmeang collateral
repurchase agreement which is either authoricead
chapter or ruies of the commission.

2. “"Authorized investment' means an investmeni or d=posit
authorized under tnis chapter or by rules acopted by tie
commission,

-

3. "8Bond funds

means money, funds, Or accountg which are
proceeds from the lssuance of securities wnich are eitter
ou 'i*cly or privately sold by a loca: governmental encity.

4. "Broker-dealer" mesans the same as defined 1n secrion
502.102.

5. MCash assets"” means moneys, cash, Or shor:t tesn
investments in one of the following:

An authorized repurchase agreement.

a
. An Iowa-reccgnized trust or 1invesiment comnpany.
o

A deposit 1n an Iowa-recognized Gepository.

- -

€. "Comm:sslion” means the Icwa public funds and finance
commission established pursuant to secticn 77.5.

7. U"Commissioner” meansg tne commissioner of (he Iowa

Zinance commission appointed pursuant Lo

Iowa local public [unds invr
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acvisory council establisned pursuant to secticon 77.8.

5. "Custody" means the commitment of local public funds
for purposes of preservatlion and safe-keeping.

~0. "Deposit" means the cormitment of local pubiic funds
for the purpose of receiving interest or income earned on
principal.
ii. ‘"“"Depository" means a financial instituticn in which
funds are deposited for investment.

12, "Depository capitai”™ means a level cof a financial
institution's cagitalization.

3
3

. "District custodial bank" means a financiagil

[

institution with whom a local public funds custodial distric:
maintains custody ¢l local public funds pursuani to this
cnaopter.

14. “Financial irstitution"” means one of the following:

a. A bank or any office of a bank whose accounts are
insured by the fecderal deposit insurance corporation,

. A credit unicn insured by the national credit union

adninistration.

3

c. A savings and loan assoclation or a savings back of a

branch of a savings and loan associaiion or savings Sank whose
accounts are insured in part by the savings associat
insurance fund of the federai deposit insurance corp
another insurance plan approved by the superintendsn
savings and loan associations.

i5. "Iowa-managed" means managed and advised by an
individual and enticy which are both residents Gf the s:tate.

16. "Iowa-recognized dealer™ means any one of the
following:

a. A primary reporting dealer who 1s recognlzed Dy the
federal reserve bank of New York or by 1ts successor as
designated by the United States department of tne treasury,
and wnich satisfies criteria establisned by rules adopted by
the commission,

b. A broker dealer wno 1s all of the following:

_3_
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{1} Registered as a broker-cdealier with tfhe unived States
securities and exchange commiss.on.

(2) Maintains an office anc is a resident registerec
principal in this state or a bordering stcate. =HZowever, Lhe
commission may by rule waive this requirement pursuant to
criteria established by rules adopted by the comission.

{3} Satisfies the capital requirements and other criterila
established by rules adopted by Ithe commission.

17. "“Iowa-recognized depository" means & financlai
institution which is a guaiified financial instituticn, and
which is recognized by the commission as authorizeg n¢ receive
the deposit of local public funds in accordance with criteria
established by rules adopted by the commission.

18. "Iowa-recognized investment advisor" means an
investment advisor reglstered with the Unite¢ Startes
securities anc exchange commiss:ion, who 1s recognized by the
commission as authorized to advise public treasurers and
representatives of local governmental entities In acccrdance
with rules adopted by the commission.

15. "lowa-recognized investment company” means a fund
consisting of moneys pooled for the purpose of invesument and
reinvestment, which meets all the following crizteria:

a. Is one of the following:

{1} Regilstered and 1s in good standing with the {initcd
States securities and exchange commission as an inves.ment
company.

(2) Rated within the two highest classifications of oprirme
as established by at least one of the standard rating services
recognized by the commission pursuant to rules adopred by the
COMMiSsiIon.

b. Its portfclio is limited to a dollar~welighrec averaqe
maturity of ninety days or less.

c. Its portioiio is limited to a maximum fina: ma.usity ofF
one year on any Lnvestment acquired by the fund.

d. Its stated ne: asser value 1s one dollar Der srare o
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the time of investment., .

e. 1lts porttolio is limited by the prospectus, agreement,
or indenture, to invesiments authorized by this chapter.

€. It does no:i assess a front-end sales load or commission
on tne purchase of shares, or assess a contingent deferred
sales charge or commission on the sale of shares.

-~

g. It has at least three years of audited comprehensive
financial statements produced by a nationally recognized
public accounting firm. However, the commissicn may waive
this reguirement by adopiing rules establishing alternative
criteria.

h. It meets all criteria established by rules adopted by
the commission and 1s recognized by the commission as
authorized to holé local public funds in acccerdéance with
commission rules.

20. ‘“iowa-recognrized investment trust" means a fund
consisting of moneys pooled for the purpose of investment and .
reinvestment,; which meets all of the following criteria:

a. It is a bank trust which is cne of the following:

(1) Registered and in good standing with the United S:tates
securitles and exchange commission as an investiment company.

{(?) Rated within the two highest classifications of prime
as established by at least one of the standard rating services
recognized by ruies adopted by the commission.

b. 1its portfolio 1s limited to a doliar-weighted average
maturity of nirety days or 1less.

c. Its portfolio is limited to a maximum final maturity of
one year on any investment acgquired oy the trust,

d. Its stated net asset value is one dollar per share at

"

the time of 1nvestment.
e. Its portfolio is limited by the prospectus, agreement,

or indenture, tc investrents authorized by this chapter.
a

£. It does not assess a front-end sales lo

on the purchase of shares. .

g. It does not assess a contingent ceferrec sales charge




. I or commission on the sale of shares.
2 n. It has at least three years of audited comprenensive
3 [inancial statements producec by a nacionadly reccgnized

public accounting firm. However, the commission may waive

-

5 this reguirement by adopting rules establisning alternative

& criteria.

7 i. It meets all criteria established by rules adopted by

8 the commission and is recognized by the commission as

9 authorized to hold local pubiic funds 1n accordance with fu.es
0 adopted by the commission.

11 21. "Iowa-recognized rating service'" means a national

12 service which provides ratings for investment companies and

investment trusts and 1s recognized by the commission in

[

3
14 accordance with rules adopted by the commission.

W

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

[

1

o

converted easily and rapidiy into cash without a substantial

_ 17 loss of value.
. 18 23. a. "Local governrmental entity” means a political

19 subdivision, including but not limited to the following:
20 {1} A county.
2 {2) A city.
22 {3) A school corporation.
3 (4 A special district.
24 (5) A drainage district.
25 (6} A township.
26 (7) A judicial district.
27 {8) A county public hospital or merged area hospital.
28 (9) A city utility or combined utility system established
29 under chapter 388.

36 {13} A regional library established under chapter 3033.
31 {11y An electrical power agency as defined in sect:ion
32 28F.2.

33 b, A locai governmental entlity does not include tns

.
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(1} A srate department or agency.
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(2) A regents institution, including the university of .
Iowa, Iowa State university of science and technology, anrd the

university of northern Iowa.

(3) The Iowa department of public safety peace officers
retirement, accident, and disability system.

{4) The Iowa public employees retirement system as
provided in chapter 978.

{5) The judicial retirement system as provided in chapter
602, Article 9, Part I.

(6) Retirement systems for police officers and fire
fighters as provided in chapters 410 and 411.

(7) A municipal utility retirement system established
under chapter 412.

24. "Local publie funds" mean moneys, funds, securities,
and accounts regardless of the source from wnich the moneys,
funds, securities, or accoun:zs are derived, and which are
owned, held, or administered by a local governmental entity, .

25. "Local public funds custodial district” or "districe"
Weans a geographic area in which ail governmental bodies are
required to obtain joint custodial services accordéing to riules
adopted by the commission.

26. "Local public treasurer" means a financial officer of
a local governmenta: entity who has the responsibility for the
safekeeping and investment of local public funds,

27. “Market value" means market value as defined in the
Master repurchase agreement.

28. "Master repurchase agreement" means the current
standard master repurchase agreement published by the pubiie
securities association and modified by rules adopted by the
commission.

25. "Operating funds" means funds held by a loca:
goveramental entity which are to be disbursed for meeting
Operational expenses durirng a fiscal year.

36, "Quaiified financial institution” mears a financial .

4

institution which meets al 0% the following crirer:s:

-7-



1s chartered pursuant to one of the
By a superintendent to do business
another state and authorized to
Dy a superintendent.
a federal bank or credit union.
Is qualified to hold deposits of lccal public funds
based upon elther of the following:

(1) A finding of eligibility by & superintendent as
established by rules adopted pursuant to chapter 524, 532, or
534.

{2) An increase and maintenance of collaterasl at a min:num
of one hundred and two percent of the value of all lecal
pubilc funds deposited with tnhe financial instituticn.

{3} Meets alternative regulremenis established by
adopited by the commission.

31. "Reglstered principal” means a natutal person who does
both of the following:

a. Meets the gualifications of a general securities
principael as established py the national association of

securities deaiers.

0. Acts as a general securities principal in the proker-

dealer firm wnich employs the person.

32. "Reserve funds" means local public funds which are not
required for operational expenses during a local governmental
entity's fiscal year.

33. “"Security" means the same as defined in section
502.102.

34. "Sinking fund" or "reserve fund” means a fund or
account in which all the feollowing apply:

a. It is used for the deposit of reserve Iunds.

It is created and used for a definite purpose whi
doess not incluce supperting curreni expenses,
. The interest or income earneé¢ is to be used
same purpose as cthe princ:ipal.

1

35. "Superintendent" means cne of the folliowing:

_8_
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a. The superintendent of banking as provided under cnapter
524,

b. The superintendent of credit unions as provided in
chapter 533.

¢. The superintendent of savings and loan assocliations as
provided in chapter 534.

36. "Triparty repurchase agreement"” means a repurchase
agreement which provides that collateral 1s not heid in a
district custodial bank.

Sec. 6. NEW SECTION, 77.4 APPLICATION OF THE CHAPTER.

Ambiguities in the application of this chapter shall be
resolved in favor of preventing the loss of local public
funds.

SUBCHAPTER 1I1
ADMINISTRATION

Sec. 7. NEW SECTION. 77.5 COMMISSION ESTABLISHED.

1. The Iowa puplic funds and flnance commisslon :is
established to administer this chapter and to establish
policies for the investimment, deposit, transactiornal
settlement, and custody of iocal public funds.

2. The commission shall be composed of the following
members:

a. & commissioner appointed by the governor and confirmed
by the senate pursuant to section 2.32.

D. The superintendent of banking.

c. The superintendent of credit unions.

d. The administrator of the securities bureau.

e. Two county treasurers appointed by the board of the
Iowa association of counties.

f. Two schocol board financial officers avppointed Ly the
lowa state education assoclilation.

g. Two city treasurers appointed by the Icwa league of
municipalities.

n. A treasurer appointed by the Iowa association of

municipal utilities.
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1. A corporate f{inance executive appointed by the governor
and confirmed by the senate, pursuant to section 2.32.

j. An officer of a broker-dealer who i1s a member of (ne
nationai association of securities dealers and whose office .3
ln the state. 7This person shall be appointed by the governcr
and confirmed by the senate, pursuant to section 2.32.

3. The commission members, except for the commissioner,
the superintendents, and the administrator of the securizies
bureau shall be appointed to serve four-year terms. However,
the commissioner shall nominate and the board shail approve
initially appointed members to serve more than four but less
than seven years to ensure that members serve staggered terms.
A member is eligible for reappolntment. A vacancy on the
commission shall be filled for the urnexplired porticn oI Lhe

e

Q

regular term 1n the same manrner as regular appointments
made.
4., The commissioner shall serve as chairperson of the

commission. The commission shall elect a vice-chairperson and

v

an executive secretary from among its members wno shall serve
two-year terms, The commission shall meet at least cnce eacn
three menths at a regular cdate to be fixed by the commission
ancg at other times at the cail of the chairperson or any Six

nembers of the commission. Seven members constitute a guorum
and the affirmative vote of a majority of the members present
1s necessary for any substantive action to oe taken by the
commission. The majority shall not include any ember who nas
a conflict of interest and a statement by a member that tnhe
rmember has a conflict of interest is conclusive for this
purpose. A vacancy in tne membership does not impair the
duties of the commission.

S. FEach member shall flle with the commission a sworn
written statement disclosing any position, employment, or

ownership interest which zhe member has in a financial

b

insticution or Investmént organization. The statement sha

pe filed when the person tegins service on the commission and

_"_0_
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amended when a material change in the member's position,
employment, or ownership interest occurs, as prescribed by
rules adopted by the commission.

6. The appointed members are entitled to receive
compensation as provided in section 7E.6.

Sec. 8. NEW SECTION. 77.6 COMMISSION PERSONNEL.

1. The commissioner must be a natural person licensed in
this state as an attorney, certified as a certified public
accountant pursuant to section 116.5, or certified as a
certified financial analyst. The person must have at least
ten years experience in the field of investment regulation or
finance. The cocmmissioner shall manage the day-to-day affairs
of the commission.

2. 7The commission shall employ qualified staff, including
the following:

a. A deputy commissioner who nust be a natural person
licensed 1n this sfate as an attorney, certified as a
certified public accountant pursuant to section 116.5, or
certified as a certified financial analyst. The person must
have at least five years experience in the field of investment
regulation or finance. The cdeputy commissicner shail manage
finarclal affairs of the commission.

b. & general counsel who is an attorney licensed in thnis

state and experienced in the area of investment reguiation or

finance,
3. The commission may obtain the services of independent
professional consultants to assist in establishing or

administering the commission.
Sec. 9. NEW SECTION. 77.7 DUTIES AND POWEZRS OF THE
COMMISSION TO ADMINISTER THIS CHAPTER.

1., The commission shall estabiish gualifications for
persons dealing with local pubdlic funds and shall recognize
eiiglble persons to deal with such funds.

2., The commission shall regulate the investment, deposit,

collateralizatcion, and custody of locai publiic funds,
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3. The commission shall determine the maximum amnount of

-

ko

ublic deposits for an Iowa-recognized depository. ‘“The
g & Y

commission shall require that Iowa-recognized depositories

subm:t reports to the commission regarding the local public

tunds held. A superintendent shall promptiy report t¢ the

commission a financial institution which no lconger meets

eligibility requirements of a qualified financilal institution.
4. The commission shall establish the jurisdiction of

iocal public funds custodial districts.

[« RN o e o TR D = T U N SR Oy

5. The commission shall adopt rules relating to the
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—
=

follow:ing:

a. The invesiment in securitles and the purchase, sale,

-
Wk

and settlement of securities transactions, the deposit of

]

local public funds in financial institutions, and the custody

Pt
w

of loca:i public funds.

-t

0. The procedures and practices by which public treasurers

F

<

may maintalin custody of, deposit, or invest Iccal

b=
(o]

funds.

i

¢. The standards and orocedures for obtaining

3

maintaining a financial institution's designation
recognized depository.

d. Financiel reporting requirements of Iowa-recogniced
depositories.

e. The standards and procedures for revocation of a

firancial institution’'s designation as an Iowa-recognized

S ST S T S D

depository.
f. The standards and vrocedures for obtairing and

maintaining a designation as an Iowa-recognized dealer.

bR N)
o e ~J

g. The standards and procedures for revocation of the
designatlionr as an Iowa-recognized dealer.

h. The standards and procedures for appoiniment as an
authorlzed Iowa-recognized district custodial bank aséd the
terms of custody and transactional settlemeni authorized,

i. Ethical standards required of tne commisgion, itg

nmembers and stafif, in the exercise of duties under :this
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chapter and rules adopted by the commission.

J.- Other rules necessary to carry out the commission's
powers and duties under this chapter.

6. The commlssion shall distribute to public treasurers
the following:

a. A+ least annually, a copy of proposed and adopted rules
reirating to the custody, deposit, or 1nvesiment of local
public funds.

b. At least semiannually, a list of Iowa-recognized
depositories that meet the criteria for invescment established
py this chapter and rules adopted by the commission.

c. At least semlannually, a list of Iowa-recognized
dealers that meet criterla established by this chapter and
ruies adopred by the commission.

d. AU least annrually, a copy of a report regarding the
investrments and lnvestment performance of local governmental
entities.

/. The commisslon may do any of the following:

a. Recommend to the general assembly provisions and
amendments Lo statuteory law relating to the investment,
deposit, transaction settlement, and custody of local public
funds.

b, Establisn tuies for fees required by persons authorized
to transact business with public treasurers.

c. Provide advice, counsel, and assistance to publie
treasurers relating te the investment, deposit, settlement of
transactions, or custody of moneys or securities.

d. Reqguire that a district custodian permit the inspection
of records maintained by the district custodian.

&. Require trat a nationally recognized accounting firm
permiy the inspection of records relating to transactions
reguiated pursuant to this chapter.

Sec. i0. NEW SECTION. 77.8 COUNCIL.

i. The iowa locai public tftunds and finance adviscry

e

councii is established to advise the commission regarding
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policy for the custody, deposit, and investment of local
public funds.

2. The council shall be composed of the members of the
commission andé the followlng natural persons:

a. Three persons who are corporate finance executives of
iowa corpocrations appointed by the governor.

b. One person appointed by the Iowa banker's association.

c. One person appointed by the independent banker's
association.

d. One person appointed by the crec¢it union ieague.

e. Three persons of the securities pbrokerage industry
appointed by the governor.

f. One person who is a university economisc, who snall be
appointed by the state board of regents.

3. The comm:ssioner shall serve as chairperson. The bearcd
meimbers, except for the commissicner, and the superintendents,

angd the administrator of the securities bureau, shail be

appolnted to serJe four-year terms. However, the commissioner
shall select initially appointed members to serve less than
four years to ensure that members serve staggered terms. A
member 135 eligible for reappointment. A vacancy on the
council shall be filled for the unexpired portion of the
regular term by the governor ir the same manner as reguiar
appointments are made.

4. The council shall meet at least once each year on a
date established by the council and at other times 2t the cail

of tne chailrperson. Ten menbers constitute a cquoruir and the

affirmative vote of a2 majority of the members present is
necessary for any substantive action to be taken by tne
council. A vacancy 1n the membership does not impair the
authority and cduties of the council,.

5. The appointed members are entitled to receive
coinpensation as provided in section 7E.6.

Sec. L1. NEW SECTIQN. 77.9 DUTIES Or THE COUNCIL.

The council shall:

_.:_4_
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1. Advise ancd make recommendations to the commission .
regarding the investment of local public funds.

2. Cooperate with each superintendent by providing advice
regarcing measures and rules which strengtner tne barking and
credit structure of the state.

3. Review the annual report of the commission regarding
investment and lnvestment performance by governmental
entitles.

4, At least annually, review the rules acopted by the
commission relating to the custody, deposit, investment, and
transaction settlement of local public funds.

Sec. 12. NZW SECTION. 77.10 PUBLIC AND CONFIDENTIAL
MEETINGS AND RECORDS.

1. Meetings of the commission and council shall oe open to
the public as provided in chapter 21, and records of the
commission and councill shall be made availaple for public
examinatlion as provided in chapter 22. However, the
commission by ruie may provide closed sessions as provided in .
section 21.5 and provide confidentiality for records as
provided in section 22.7. The meeting or record o be
confidential must directly concern one of the folliowing:

a. Plans, discusslons, or receipt of evidence relating to
an 1lnvestigation.

b. Discussions regarding, or the imposition of,
conditions, restricticons, or qualifications on a person who
has violated this chapter or rules adopted by the comnmission.

¢. The withdrawal of Iowa recognition for a dealer,
depository, district custodial pank, investment trust, or
investment company as provided by rules adopted by the
commission.

G. The liquidity or financia: condition of a gualified
depository, including the amount of local pubiic funds which a

depository is eligible to nold as reported by a

superintendent.
e. The liquidity or financial condition of an Iowa-
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recognized dealer as reported by the commissioner.

£. Another matter described by rules adopted by the
commission as confidential.

2. fThe commission and the council may exchange information
which is confidential. However, the meetings shall be held in
closed session and the records shall be confidential.

3. The commission may disclose necessary information about
the condition of an Iowa-recognized depository to another
state or federal regulatory body. The commission may publicly
remove the depository from its records recognizing
authorization.

4. The commission may disclose to public treasurers the
removal of recognition of a depository, but shall not disclose
the reasons for the removal uniess allowed by commission rule.

5. Except as provided by rules adopted by the commission,
a member of the commission staff disclosing confidentia:
information obtained from a superintendent is gulilty of a
simple misdemeanor.

6. Records of a local public treasurer shali be open for
inspection by the public in the office of the local public
treasurer as provided by rules adopted by the commission.

SUBCHAPTER III
PROCEDURES FOR ADMINISTRATION OF FINANCES
BY LOCAL GOVERNMENTAL ENTITIES

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

GOVERNMENTAL ENTITIES.

A local public treasurer shall maintain all funds under the

possession or control of the local public treasurer as :ocal
public funds. The governing body of the local governmentai
entity shall direct the deposit or investment of locail public
funds held by the local public treasurer. Except as otherwise
provided, a local governmental entity shall invest locat
public funds not currently required for operating expenses. A
Local governmental entity may delegate its investment

autnority to the entity's local public treasurer, under

_lb_
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conditions established by the entity. The local governmental
entity may revoke its delegation at any time.

Sec. 14. NEW SECTION. 77.12 BONDS OF LOCAL PUBLIC
TREASURLRS -- REPORTS TO COMMISSION.

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

amount established by rules adopted by the commission.

2. When a local public treasurer deposits or invests local
public funds as authorized by this chapter, the local public
treasurer and the treasurer's surety are not liable for any
ioss of local public funds invested or deposited.

3. A local public treasurer shall file & written report
with the commission by January 31 and July 31 of each year, as
provided by rules adopted by the commission. The report shall
contain the information about the deposits and investments of
that treasurer during the preceding six months. The local
public treasurer shall make coples of the report ava:ilable to
the public at the treasurer's offices during the normal
business hours within seven days of filing the report with the
commission.

Sec. 15. NEW SECTION. 77.13 AUDITING REQUIREMENTS.

A local governmental entity shall provide for an annual

audit of investments made by the entity's local public
treasurer in a manner and according to procedures prescribed
by rules adopted by the commission. The audit shall be
performed by the auditor of state or a natiorally recognized
public accounting firm employed by tne local governmental
entity. If the local governmental entity does not provide for
an audit performed by a firm, the auditor of state shall
perform the audit. The person performing the audit shall
Immediateiy report a viclation of tnis chapter or a rule
adopted pursuvant to this chapter to tne commission,
SUBCHAPTER IV
CUSTODY OF LOCAL PUBLIC FUNDS

Sec. 16. NEW SECTION., 77.14 LOCAL PUBLIC FUNDS CUSTODIAL

DISTRICTS ESTABLISHED.
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The commiss:ion shall establish not more than six local
public funds custodial districts in the state to provide
expert master custodial services for all local public
treasurers. The jurisdiction of local public funds custodial
districts shall be estabiished by rules adopted by the
commission,

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

1. A local public treasurer shall maintain in a district

custodial bank the custody of local public funds which are

[ BN AN o I =, T V) B~ S DV S
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deposited or invested pursuant to this chapter. The

-
ot

commission may establish an alternative requirement pursuant

to ruies adopted by the commission. A district custodial bank

—
WM

must be an Iowa-recognized depository.

—
ok

2. A local public treasurer may maintain custody of

[
(¥l

securities by book-entry-only form, the ownership records

,._.,
[oa

which are maintained with a securities depository, in the

"]

federai book entry system authorized by the United States
department of the treasury, or in the book-entry records of

the issuer, which shall be maintalined as follows:

18
19
20

a. The direct ownership of the security by a local publi

treasurer shall be reflected in the book-entry records and

N
N

represented by a receipt, confirmation, or statement issued to

4% ]
Lad

tne local public treasurer by the custodian of the book-anlry
system,
b. The ownership of the security by a local pubiic

ST ST
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treasurer’'s district custodial pank shall be reflected in the

(8]
~J

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

shall be represented by a receipt, confirmation, or statement

[SS I S
(Y= s o]

issued by the district custodial bank.

]

[

3. Shares o0f an Iowa-recognized investment trust or an

V]
o

lowa-recognized investment company owned by a locail

Y Y
governmental ti may De neld by a district custoai.. pank
without a gifi but statements of share gcwnersh.D snall

pe maintained in the name of the local governmental entit

& The ownership of assets by a iocal governmenzal
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which are held in a district custodial bank shall be refliected .
on the books and records of the dilstrict custedial bank as
provided by rules adopted by the commission,

5. Records of a district custodial bank shall be open for
inspection by the auditor of state or the securities bureau of
the department of commerce, upon request of the commission.

6. The commission shall adopt rules regarding the custody
of certificates of deposit in Iowa-recognized depositories.

7. The commission shall by rule provide preccedures for the
withdrawa: of local public funds which remain in a depository
or district custodial bank after withdrawal of Iowa
recognition.

Sec. 18. NEW SECTION. 77.16 SERVICE CHARGES.

A distriet custodial bank may charge a local geovernmental

entity for services related to holding or managing local
public funds of the entity. However, the charge shall not be

greater than the custodian customarily requires from other

customers for performing similar services.
SUBCHAPTER V
DEPOSIT AND INVESTMENT OF LOCAL PUBLIC FUNDS
PART 1
DEPOSITS

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

All local public funds invested in deposit instruments

shail be deposited with Iowa-recognized depositories within
the state, If a deposit is with the public treasurer's
district custodial bank, a copy of each certificate of deposit
representing an investment by the local governmental entity
with the district custodial bank shall be maintained by the
local public treasurer of that local governmental entity.

Sec., 20. NEW SECTION. 77.18 PROCEDURES FOR DEPOSIT.

i. The approval of a financial insticuticn as depository

shall be by written resolution or order wnich shall be entered

of recoré in the minutes of the local governmental entity.

_19.—
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The list of financial institutions holding local pubiic funds
and the amount deposited in each flnancial institution shall
be a matter of public record.

2. Local public funds shall be deposited only in financial
institutions which are Iowa-recognized depcsitories.

3. a. Local public funds shall be deposited pursuant to
this chapter as follows:

{1) The local public funds of a county, county pubiic

hospital, or merged area hespital shall be deposited in the

—

county or an adjoining county within the state. However, 1if

[l o= TN o BN o » BRNNL S B « L T U I S S

4

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

.

-3

]

an adjoining county, the local public funds shall be deposited

]

in any lowa-recognized depository.

(2) The local public funds of a city shail be deposited in

[

—
(%3]

the county where the city is located or in an adjolning county

4

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

+

is not located in the county, the city shall deposit the funds
in an Towa-recognized depository located in an adjoining

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

P T i
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adjoining county, the local public funds shall be deposited in
any Iowa-recognized depository.

{3) The local public funds of other local governmental
entities shall be located in an Iowa-recognized depository.

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

[ R R S N A Y
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or a city may deposit local public funds in the state as
provided in this chapter if an lIowa-recognized depository

described in subsection 2 refuses to accept the deposit as

RS T oS T O
o N o

prescribed by this chapter or rules adopted by the commission.

o
o

c. A local governmental entity may deposit local public

3¢ funds in an Iowa-recognized depository outside the state

1l

pursuant to this chapter for the purpose of paying principal

Ca
[ T A

and interest on bonded indebtedness of a local governmental

(¥
o

entity when the deposit i1s made not more than ten days before

[
I

the date that the principal or interest becomes due.
Sec, 21. NEW SECTION, 77.19 DEPQSIT DOES NOT PURCHASGE

Lot
(W]
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BQUITY IN A FINANCIAL INSTITUTION.

Notwithstanding c¢hapter 533 or 534, the deposit of local
public funds in an association defined in section 533.1 or
534.102 does not constitute being a shareholder, stockholder,
or owner of a corporation in violation of Article VII of the
Constitution of the state of lowa, or any other provision of
law.

Sec. 22. NEW SECTION. 77.20 INTEREST AND INCOME.

i. Local public funds deposited as provided in this
chapter in time certificates of deposit shall draw a rate of
interest determined by the local governmental entity.
However, the rate shall not be less than the minimum rate
established pursuant to section 453.6.

2. a. A depository shall not directly or indirectly pay
interest to an official of a local governmental entity on a
demand deposit of local public funds. The official shall not
take or receive interest on demand deposits of iocal public .
funds. Thls paragraph cdoes not apply to interest on time
certificate of deposit or savings accounts for local public
funds.

b. Interest or earnings on investments and time deposits
shall be credited to the general fund of the local
governmental entity making the investment or deposit, with the
exception of specific funds for which investments are
otherwise provided by law, corstitutional funds, or when
diverted to a sinking fund. Local publ:c funds whicn are
excepted shall receive credit for interest or earnings derived
froin the investments or time deposits made from such funds.
The 1nterest or earnings on a fund created by the direct vote
of the people shall be credited to the fund :to retire
indebtedness after wnich the fund itself shall be credited.

$ec. 23. NEW SECTION. 77.21 SERVICE CHARGES.

An Iowa-recognized depository may charge a local

governmental entity for performing services relating to the .
deposit of locail public funds of the entity. However, the
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service charges shall not be greater than the depository
customarily requires from other depositors for performing
similar services.

Sec. 24. NEW SECTTION. 77.22 LOCAL COMMUNITY COMMITMENT
BY ICWA-RECOGNIZED DEPOSITQRIES,

1. A financial institution shall not be qualified as an

Iowa-recognized depository unless the institution demonstrates
a commitment to serve the needs of the local community in

which it is chartered to do business, including the needs of

—
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neighborhoods, rural areas, and small businesses in

[ ]

communities served by the financial institution. The needs
include credit services as well as deposit services.

2. The commission shall develop a list of financial
institutions eligible to accept local public funds. The

[ =
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commission shall cooperate with the committee establlshed

pursuant to section 453.6 to establish a common iist of

pot

financial institutions eligible to receive funds pursuant to

I
[ < RS

this chapter and chapter 453. In order to gualify under this

4

chapter, a financial institution must annually provide the

-

comnission with a written statement that the financial
institution has a commitment to community reinvestment
consistent with the safe and sound operation of a financial
institution. The commission shall accept a certified copy of
the annual commurity reinvestment report filed by the

financial institution pursuant to the federal Community

LSRN ST VT S I S S N 1S
N WO

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

%]
J

the written statement requirement. In order to qualify, the

e
x

financial institution must demonstrate a continuing commitment

w2
o

to meet the credit needs of the local community in which 1t 1is

o8]
<

chartered.

L
—

3. The commission shall develop procedures to ensure that
-

the financial institution's statement is avallable for public

[ VS
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examination. The commission may reguire that the financial

’

[#N
o

institution provide public notice ianviting the public to

‘)

[}

submit comments to the financial institution regarding its
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community lending activities. Each financial institution .
qualified as an Iowa-recognized depository shall maintain a
file open to public examination which contains the most recent
annual community relnvestment disclosure statements, public
comments received on 1its community investment activities, and
the financial institution's response to those comments. The
financial institution may discard materials which are six or
more years old.

4, a. The commission shall adopt rules establishing
procedures for both of the following:

(1) To receive information relating to a financial
institution's commitment to community reinvestment.

{2) To receive challenges from a person to a financial
institution's continued eligibility to receive local public
funds under this section.

At least once each year the commission shall review
challenges which have been filed pursuant to this subsection.
The commission may hold a public hearing to consider a .
challenge. In considering a challenge, the commission shall
review documents filed with federal requlatory authorities
pursuant to the federal Community Relnvestment Act, 12 U.S.C.
§ 2901 et seqg., and regulations adopted pursuant to the Act.

b. Consistent with the confidentiality of financial
institution records the commission shall consider other
factors, including but not limited to the following:

{1) Activities conducted to determine the credit needs of
the community.

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

citizens in the community aware of the credit services

offered.
{3) A description of how services actually satisfy the
needs described in this section.

(4) Practices intended to discourage applications for
types of credit set forth in the federal Community
rRelnvestment Act statement.
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(5} Evidence of prohibited discriminatory or other illegal
credit practices.

(6} Participation in local community and rural development
and redevelopment projects, and in-state and federal business
and economic development pregrams., The commission may specify
by rule which programs must be included in the annual
statement.

{7) Origination or purchase of residential mortgage loans,
housing rehabilitation loans, home improvement loans, business
loans or farm loans within the community.

{B) Ability to meet various community credit needs based
on financial condition, size, legal impediments, and liocal
economic conditions.

S. A person who believes that an Iowa-recognized

depository has failed to meet its community reinvestment

responsibility may file a complaint with the commission

detailing the basis for that belief. If one-thirda of the
commission members find that the complaint has merit, the
commission shall order the financial institution to attend and
participate 1n a meeting with the complainant. The commission
members may specify who, at minimum, shall represent the
financial institution at the meeting. The financial
instituticon may enter into an agreement with a complainant at
any time to correct alleged failings.

The commission may order a financial institution against
which a complaint has been filed pursuant to this subsection,
to disclose additional informatlon relating to community
reinvestment as required by the commission.

6. The commission shall cooperate with the committee
established pursuant to section 453.6 in administering this
sectlon and sectilon 453.64A.

Sec. 25. NEW SICTION. 77.23 COLLATERALIZATIGN OF
DEPGSITS -- SINKING FUNDS.

1. The foliowing shall appiy to Iowa-recognized

depositories located in the state:
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a. Deposits of local public funds in Iowa-recognized
depositories shall be protected by sinking funds for
depositories which are maintained in the state freasury and
heid as security for public deposits., Minimum amounts of
sinking fund totals shail be established by rules adopted by
the commission.

k. If a depository fails upon request of a local public
treasurer to produce principal or interest of a deposit by a
local governmental entity, the treasurer of state shall assess
all depositories in a manner provided by section 453.23 and
rules adopted by the treasurer of state.

2. A local governmental entity shall not require a pledge
of collateral for local public funds in a depository to the
extent the funds are insured by a federal agency or
instrumentality of the federal government, including the
federal deposit insurance corporation, tne savings association
insurance fund of the federal deposit insurance corporation or
another insurance plan approved by the superintendent of
savings and loan associations, or the national credit union
administration.

3. If a financial 1nstitution holds more than five million
dollars in public fund deposits, the financial institution
shall collateralize at a rate of at least one hundred five
percent of the value of all deposits over five million
dollars. Collateralization procedures and reporting sanall pe
established according to rules adopted by the commission.

4. All deposits of local public funds in excess of
insurance by the United States government which are made
outside of the state in Iowa-recognized depositories, shall be
coliateralized at a rate of at least one hundred five percent.
Collateralization procedures and reporting shall be
established according to rules adopted by the commission.

Sec. 26. NEW SECTION. 77.24 COLLATERALIZATION REQUIRED
BY THE LOCAL GOVERNMENTAL ENTITY.

A depository which receives local public funds shalil
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collateralize securities owned by the depository as reqguired
by section 77.23 and by rules which may be adopted by the
commission. fThe commission may reqgulate collateralization by
local governmental entities. The following reguirzments shali
apoly to collateralization reguired by the local governmenta.
entity in the absence of rules adopted py the commission:

1. A deposit of securities shall not be made with a
depository owned or contreolled directly or indirectly by the
person which deposits the securities.

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

b b
~ O W s N D W R

custody receipt. One copy shall bde delivered to the local

4

public treasurer and one copy shall be delivered to the

-

-
(€8]

depository. A depository institution pledging securilties with

[
=Y

a local public treasurer may examine the securities in the

b
%3]

office of tne local public treasurer.

—
L)l

3. The local public treasurer may demand that ihe

e
~J

depository report the par value and the market value of
pledged collateral. The collateral report must be in writing.

The reports shall be delivered to the local public treasurer

O
o W

on at least a quarterly basis.

[3®]
-

4. A condition of the deposit of securities or a joint

custody receipt must be that the depository snall promptly pay
the local public funds, including interest, to a person

entitled to the local public funds.

NN NN
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5. The pledged securities may be withdrawn upon the
application of the depository and upon approval by the local

[xS I ¥ ]
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public treasurer, if one of the following applies:

%]
@x

a. The local governmental entity determines that the

2]
\D

securities are not necessa:iy collateral.

L
o

b. The securities have matured or the depesitory demands

LJ
-

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

w
9]

depository shall replace the withdrawn securitles w:ith

Y]
L

T
-
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securities of equal or greater value. On the same day
the securities are substitucted, the custodian of the

securities shall forward to the local public treasurer and the

J ad
[%a] '
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depository, a receipt describing the substituted securities

and tacse released and returned to the depcsitory. The
receipt shall be delivered by certified mail.

6. If the market value of securities declines below one
hundred five percent of the deposit liability of the local
governmental entlty, the local public treasurer shall reqguire
that the depcsitory pledge additional security to increase the
total marxet value of the securities to one hundred five
percent of the amount of local public funds held by the
depository.

7. Collateral for deposits in district custodial banks
shall be in accounts In the name of the treasurer of state.

PART 2
INVESTMENTS

Sec. 27. NEW SECTION. 77.25 INVESTMENT OBJECTIVES FOR
LOCAL PUBLIC FUNDS.

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

foliowing objectives when depositing and investing local
public¢c funds:

a. The safety of the principal.

b. The need for liquidity.

¢. The yield on the investment,

d. A recognition of the different investment objectives of
operating, reserve, and bond funds.

e. The maturity date of the investment shall not exceed
the anticipated date of the expenditure of funds.

2. The selection of authorized investments shzall be made
with the exercise of that degree of judgment and care, under
circumstances then prevailing, which persons of prudence,
discreticn, and intelligence exercise in the management of
their cwn aifairs, not for speculation but for invesiment,
considering the prokabie safety of their capital, as well as
the probablie benefits to be derived and the probable duration
for which such investment may be made, and considering the

lnvestment object:ves specified in this chapter.
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. 1 Sec. 28. NEW SECTION. 77.26 AUTHORIZED INVESTMENT
TRANSACTIONS.

1. A local public treasurer may only conduct investment

2
3
4 transactions througn one of the following:
5 a. The United States treasury.

5

b. An Iowa-recognized depository.

7 c. An Iowa-recognized dealer.

8 d. An Iowa-recognized investment trust.

S e. An Iowa-reccgnized investment company.

10 f. Directly with issuers of authorized investment

securities as provided by rules adopted by the commission.
2. A local public treasurer shall do all of the following:

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

for purchases of shares in Iowa-recognized investment trusts

1
2
3
i4 securities for deposits in Iowa-recognized depositories and
5
6 or investment companies.

7

b. Obtain information regarding investments in investment

[ -

trusts and investment companies, including investment

19 policies, past investment performance, fees, and the

20 regulatory history of the trusts or companies.

21 c. Require that records of bids contaln information

22 required by rules adopted by the commission.

23 Sec. 29. NEW SECTICN. 77.27 MATURITY RESTRICTIONS.

24 The following requirements shalil apply to the maturity of

25 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
38 and deposits which have a final maturity of not more than

1 three hundred sixty-five days.

)

2
-

3. Reserve funds shgll be invested oniy in investments

33 which have a maximum final maturity of five years.
' A& Sec. 30. NEW SECTION. 77.28 INVESTMENT TRANSACTIONS

TTLEMENT.

S
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The following requirerents shall apply to the settlement o

investment transactions:
L. & local public Creasurer snall ensure
setile

wreizses and sales of securities are

‘g

a
eriod required py induscry standards. However, oh
counission may by rule establiish a shorter pe

2. A secilement of purchases and sales of =acurities snali
ce conducted on a delivery-versus-payment basis. A transier
¢t agsets and securitiss out of a district custodial bank
snall oe for the sole purpose of meking an ilavestment, or
disbursing funds for the operations or other dulv-authorized
expencitures of & local governmental entity.

2. A local public treasurer shall provide internal
controls for the purchase, sale, transactional settlement, and
custody of cash and securities consistent with rules adopted
by the commnission.

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

1. A Jocal public treasurer may sell or redeem investment

instrumants consistent with this chapter, ruleg adopted by the
commission, and expenditure requirements ¢f the loczl public
treasurer ‘s local governmental entity.

2. A local public treasurer may dispose of a security or
investment, including by sale, at less than cost. However,
the disposition must tend to maximize the benefits that may be
derived from trhe disposition or be necessary oo meet immediate
liquidity needs of the local governmental entity.

3. A local public treasurer shall sell fixed-rate
corporate obligations or mortgage cbligations when the
obligations are rated below the two highest classifications of
prime as established by at least one of the Iowa-recognized
rating services.

Sec. 32. NEW SECTION. 77.30 INVESTMENT ADVISORS.

A local public treasurer or local governmental entity may
employ independent professional invesiment advice. Fees

obtained directly from the local governmental entity or

-.29._
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indirectly from other sources, and possivle conflicts of
interests in connection with preoviding investmeant advice,
shall pe disclosed to the local governmenteal envity emnloying
an investment adviscr. The local governmental entity shall
report fees and possible ccnflicts each year 7o the commissic:
as provided in rules adopted by the commission.

Sec. 33. NEW SECTION. 77.31 INVESTMENT OF BOND FUNDS.

1. A liocal public treasurer shall invest tihe proceeds of

bond cr note issues, the proceeds of any sale of securities
issued by the local governmental entity, or funds pledged or
otherwise dedicated to the payment of interest and principal
on bonds, notes, or other securities issued in accordance with
subsection 3 and rules adopted by the commission. rHowever,
the local public treasurer may make an investment having a
maturity consistent with the needs for fund proceeds,
expenditures, and the terms of a borrowing instrument
applicable to the securities.

2. a. The board of directors of a school corporation may
invest the proceeds of bonds issued and not currently reguired
as provided in any investment authorized pursuant Lo this
chapter. Earnings and interest from the investments shall be
used either to retire the bonded indebtedness or be credited
tc the schoolhouse fund for purposes of financing the
construction or equipping the school building for which the
bonds were sold.

b. This subsection applies to the use and crediting of
earnings and investments of the proceeds from bonds issued
prior to July 1, 1971.

3. A local governmental entity controlling a fund created
by direct vote of the people, may invest any part of the fund
which 18 not currently needed.

Sec. 34. EW SECTION. 77.32 INVESTMENTS OF OPERATING
FUNDS.

Operating fuands of a governmert entity may be deposited

invested only 1n the following assets:
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United States treasury bills.

&,

0. Obligaticns in which & market is

W<

made by & primar

reporting governnent securities dealer, which are Ifuily

ct
o
re
T
n

guaranteed by the full faith and credit of the United St
'_

o
v

as to principal and interest, and wiich are issued by

w
r
u
t
D
2]

foliowing agencies or instrumentalities of the United

!

{i} A federal farm credit bank.

[

12y A federal home loan bank.

(3) The federal national mortgage association.

(4} The student loan marketing association.

(5) Ancther goverrnmental agency or instrumentality of the
United States as provided by rules adopted by the commission.

c. The gcvernmental securities described in this

subsection which have been stripped of interest or principal

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

2. A negotianle or nonnegotiable deposit in an Jowa-
recognilzed depository.
3. Shares or certificates in an Iowa-recognized investment

trust or an Iowa-recognized investment company, pursuant to
all of the following requlrements:

a. There shall be no restriction placed on the amount of
funds invested with an Iowa-recognized investment trust or an
Iowa-recognized investment company if the entity and personnel
managing the funds for the trust or company resides in Iowa.

b. At

a local governmental entity's tectal funds shall be invested in

the time of investment, not more than ten percent of

investment companies and inveshiment trusts which are not Iowa-

managed.

c. At the time of

investment, not more than five percent
of a iocal governmental entity's funds shall be invested in
any one investment company or investment trust which is not
Iowa-managed.

4.

Repurchase agreements, if all of the following apply:

a. The local governmental entity is the buyer of the

collateral and an Iowa-recognized depository or Iowa-
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recognizad deglier 1s the seller.

b. The c¢ollata2ral consists 0f i1nvestments auchorized oy
this section or a government national mortgage dssocliation,
federal home locan; or federal national mortgage corporation
mortgage pool.

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

one hundred two percent of market value,.

d. The depository or dealer acts as a principal.

e. The depository or dealer delivers the collateral
securities to the local public treasurer's district custodial
bank.

5. Repurchase agreements, if all of the folilowing apply:

4. An Iowa-recognized investment trust or investment
company 1s the buyer of collaterail.

b. The collaterai consists of investments authorized by
this section or a government national mortgage association,
federal home loan, or federal national mortgage corporation
mortgage pool.

¢. The collateral is valued and maintained at a minimum of
one hundred two percent of market value.

d. The depository or dealer with whom the investment trust
or investment company deals, acts as & principal.

e. The depository or dealer delivers the ccollateral
securities to the custcdial bank of the investment trust or
investment company.

Sec. 35. NEW SECTION. 77.33 JINVESTMENT OF RESERVEI FUNDS.

Reserve funds may be invested in any of the fcllowing:

1. An investment authorized for investment by operating
funds.
2. United States treasury notes with a final maturity of
not more than five years from date of purchase.
ixed-rate corporate obligations which are all of the
fol
a. At the time of purchase, rated within the two highest

classifications of prim2, as established by at least two of
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the Iowa-recognlzed rating services,

t. Publicly traded and not a private placement

¢. Repriced at least semiannually.

2. Have a remaining term tc final maturity which deces not
exceced twO years.

e. Meet other gualifying criteria established by
commission rile.

4. {ollat lized mortgage obligations and interests in
mortgage pools or other mortgage-derivative products as
permitied by rules adopted by the commission.

5. Options on United States treasury obligations if the
local governmental entity does either of the following:

a. Owns the specific securities to cover call options.

b. Maintalns sufficient segregated cash asselts to cover
put options.

6. Local certificates or warrants issued by a municipality
or school district within a county. .

7. Municipal or school district bonds which constitute &

general liability.

Sec. 36. NEW SECTION. 77.34 INVESTMENTS IN SECURITIES OF
GOVERNMENTAL ENTITIES AUTHORIZED BY RULE.

The commission may by rule authorize investments in
securities of governmental entities, 1ncluding drainage
certificates, city special assessment certificates, and
collateralized mortgage obligations.

Sec. 37. NEW SECTION., 77.35 INVESTMENTS PREVIOUSLY
AUTHORIZED ALLOWED UNTIL LIQUIDATED,

An investment held by a local governmentzl entity that was

authorized as of July i, 19392, but no longer gualifies under
tnis chapter, is considered an authorized investment until it
matures or 1s sold. However, thisg sectiion does not authorize
the excension of maturities on unauthorized iInvestments held
by governmental entities,

Sec. 38. NEW SECTION. 77.36 PROHIBITED INVESTMENTS.

An investment aot autihiorized by this chapter is prohibirced.

~-37-
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Prohibited investments include but are not limited to the

L

2 following:

3 1. Uncovered options.

4 2. Commodities futures.

5 3. Commodities options.

6 4. Reverse repurchase agreenmnents,

7 5. Investment contracts except as allowed for investnent
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.

11 7. Undivided interests in 0il, gas, @r other mineral

12 rights.

13 8. Equity securities.

1 5. Triparty repurchase agreements, except if a custodian

15 of an Iowa-recognized investment trust or Iowa-recognized
16 investment company holds repurchase collateral.
. 17 Sec. 39. NEW SECTION. 77.37 PROHIBITED INVESTMENT
. 18 PRACTICES.

18 Prohibited investment practices shall include, but are not

20 limited to the following:

21 1, Selling short.

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

24 3. Speculation cf any type, incliuding 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 commissicn.

32 9. Misrepresenting a material fact to a iocal public

33 treasurer or representative of a local governmental entity.
' 34 10. Omitting to state a material fact to a iocal public

35S treasurer or representative of a local governmentai entity,
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wiich 1s necessary 1n ordar to make the statements macde, in .
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ilignt 0f the circumstances under which they were made, nol
misleading.
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Zmploying & device, scheme, or artifice to defraud.
1Z. Any act, practice, or course of husiness which
operates or would operate as g fraud or deceit, in connection
with tnhe purchase and sale of securities by govarnmental
enticles Or in connection with the deposit of local pubiic
funds.
SUBCHAPTER VI
ENFORCEMENT
Sec. 40. NEW SECTION. 77.38 REGULATION AND INVESTIGATION
OF THE CUSTODY, DEPCSIT, INVESTMENT, AND TRANSACTIONAL
SETTLEMENT OF LOCAL PUBLIC FUNDS.
The commission may do any of the following relating to the
enforcement of this chapter:
1. Conduct a confidential investigation, pased upon .

reasonable belief, concerning the possible violation of this

chapter or rules adopted under this chapter.

2. Issue administrative subpoenas for documents and sworn
testimony, and seek enforcement of the subpoenas for documents
&nd swWOrIn testimony in court.

3. Conduct hearings pursuant to chapter 17A and bassd on
findings, and act to restrain or discipline a person or the
person's representative who vioglates a provision of this
chapter or a rule adopted by the commission. The commissicn
may do any of the following:

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

b. Impose and assess civil penalties.

c. Obtain injunctive relief, by petitioning a disctrict
court.

4. Withdraw an iowa recognition for a dealer, depository,
district custodial bank, investment trust, or investment .
company.

~35-



5. Cooperate with, refer matters to, or recormend criminal
or civil action by other ctate or by federal authorities, The
attorney general shall cocperate with the commission in
enforcing this chapter.

Sec. 41. NEW SECTION. 77.39 WITHDRAWAL OF RECOGNITION
FOR DEPOSITCRIES OR DISTRICT CUSTCCIAL BANKS,.

The commission shall withdraw recognition of a depository

or a iocal public funds district custcdial bank, for either
the receipt or custody of local public furnds if any of the
following occurs:

1. A superintendent withdraws the gualified status
financial institution.

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

3. The commission finds that the depository has engaged in
unsafe or unsound practices.

4, The depository viclates a provision of this chapter or
a rule adopted by the commission under tnis chapter.

5. The depository fails to meet the criteria for an Iowa-
recognized depository established by this chapter or a rule
adopted by the commission.

Sec. 42. NEW SECTION. 77.40 CIVIL LIABRILITY.

1. The following persons or their representatives who
negligently perform duties under this chapter or fali to
exercise due care in exercising responsibilities of their
office shall be liable for damages caused by the person which
result from a violation of this chapter:

a. A broker.

b. A dealer.

. An investment advisor.
. An investment company.

. An investment trust.

. A custodian.

é
e
£. A depository.
g
2

. A local public treasurer is not liagble for a loss of

iocel public funds caused by the insolvency of the depcsitory
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when the 1Local pu funds have peen deposited or invested as
provided in this

Sec. 43. NEW SE CTIQE. 77.4%1 PENALTIES.

1. A local public treasurer whe willfully viclates the
deposit, investment, or custodial provisions of this chaprer
is guilty of a2 serlcus wlsdemeanor.

2. A local public treasurer who knowlngly makes or causes
tc be made a false statement or report to the comnission ©r Lo
an guditor pursuant to section 77.13 regarding the invesiment
settiement, deposit, or custody of iocail public funds 1is
cguilty of a serious misdemeancr.

3. An lowa-recognized depository or officer or director of
an Iowa-recognized depos:tcry who knowingly makes or causes to
be made a false statement or report to the commission or the
auditor pursuant to section 77.13 or a false eniry 1n the
books or accounts of the depository 1s guiity of a serious
misdemeanor.

4. Ap Iowa-recognized dealer or representative of an Iowa-
recognized dealer who negllgently or knowingly oifers to sell
or sells securities or offers to engage Cor engages in
activities in connection with an offer, purchase, or saie
transaction which viclates this chapcer, is guilty of a
serious misdemeanor.

5. An 1nvestment advisor who fails to inform a locail
public treasurer ot lccal governmental entity of direct or
indirect fees receivad in connection with advice given by such
advisor, or fails to notify of a possible conflict of
interest, is guilty of a serious misdemeancr.

5. An Iowa-recognized investment trust or Iowa-recognized
lnvestment company or its officers or agents who negligently
or knowingly violates the terms of the indenture of trust or
fund prospectus 1s gulity of a serious misdemeanor.

Sec. 44, Secticn 111A.6, unnumbered paraqQraph ., Code
1691, is amended to read as foliows:

Upon request of the county conservation board, :the board of
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supervisors shall estapblish a resesrve for county conservation
land acquisition and capital improvement prejects. The board
of supervisors may periodically credit an amount of money to
the reserve. Moneys credited to the reserve shall remain in
the reserve until expended Lor the projects upon warrants

reGuisitioned by the county conservation becard. The interes:
he

rr

earned on moneys received from bequests and donations in
reserve account which are invested pursuant tc seetton-~453<t
chapter 77 shall be credited to the reserve account.

Sec. 45. Section 176A.8, subsection 15, Code Supplement
1991, is amended to read as follows:

i5. To carry over unexpended county agricultural extension
education funds into the next year so that funds will be
available to carry on the program until such time as moneys
received from taxes are collected by the county treasurer.
However, the unencumbered funds in the county agricultural
extension education fund in excess of one~half the amount
expended from the fund 1n the previous year shall be paid over
to the county treasurer. The treasurer of the extension
council with the approval of the council may ilnvest
agricultural extension education funds retained by the councll
and not needed for current expenses in the manner authorized
for treasurers of political subdlvisions under sectron-4535%
chapter 77.

Sec. 46. Section 331.555, subsection 5, Code 1991, 1is
amended to read as follows:

5. The treasurer shall masintain provide for the custody,

of-ati-public-moneys-in-the-treasureria-possessier—and deposit

or-tnvest-the-meneys, and investment of public funds as

provided in sectton-452+-16-and chapter 453 77.

Sec. 47. Section 357B.3, subsection 3, Code 1951, is
amended to read as follows:

3. Of the levies authorized under subsections 1 and 2, the
trustees may credit to a reserve account annually an amount

not to exceed ten cents per thousand doliars of the assessed

_38_
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value of the taxable property in the townshlip for the purchase

or replacement of supplies and 2quipment reguired to carry out

the services specified under this section. Notwlthstanding
ction 45377 77.20, interest earned on moneys credited to the

erve account shall be credited to the reserve account.

Sec. 48. Section 359.43, subsection 4, Code 1941, is

amended to read as foliows:

4, Of the levies authorized under subsecticns i and 2, the
township trustees may credit tc a regerve account annually an
amcunt not to exceed ten cents per thousand doilars of the
assessed value of the taxable property in the township for the
purchase cr replacement of supplies and equipnent reguired to
carry out the services specified under section 359.42.
Notwithstanding section 453<% 77.20, interest earned on moneys
credited to the reserve account shall be credited to the
reserve account.

Sec. 49, Section 384.58, subsection 4, Code 1991, is
amended to read as follows:

4. Upon acceptling the work, the council shall order
payment of any amount due the contractor, to pe made by
warrants issued in the manner provided by section 384.57 or by
other means. The c¢ity shall order payment of any amount due
the contractor to be made in accordance with the termg of the
contract. Failure to make payment within seventy days afrer
the worx under the contract has been completed and 1f the work
nas been accepted ané ail required materials, cert:ifications,
and other documentations required to be submitted by the
contractor and specified by the contract have been furnished
the awarding city by the contractor, shall cause interest to
accrue on the amount unpald to the benefit of the unpaid
party. Interest shall not accrue on funds retained by a clty
to satisfy the provisions of section 573.14 regarding claims
on file. Interest shall accrue during the period commencing
the thirty-first day following the completion of work and

satisfaction of the otner requirements of :this subsection and

-.39-.




.

PSR O I

e~ Ohvoun

11
12

1
L

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
3s

s.r. Q2098 &.r.

ending on the date of payment. The rate of interest shall be
determinedy by the period of time during which interest
accrues, and shall be the same as the rate of interest that is
in effect under section 453s€ 77.20, as of the day interes:
begins to accrue, for a deposit of public funds for a
comparable period of time. Nethrng-ecentained-tn-this This
subsection sniait does not abridge any of the rights set forth
in section 573.16.

Sec. 50. Section 452.10, Code Supplement 199), is amended
to read as follows:

452.10 CUSTODY OF PUBB#€ STATE FUNDS -- INVESTMENT OR
DEPOSIT.

The treasurer of state and-the-treasurer-of-eaen-poitcient

subdiviston shall et-aii-times-keep provide for the custody,

deposit, or investment of all funds eeming-into-thetr

possesston controlled by the treasurer of state as pubtie

moneyy state funds. The treasurer of state may maintain state

funds in a vault or safe, to be provided for that purpose, or

in one or more depositories. However, the treasurer of state
ané-the-treasurer-of-vach-portttenr—-subdivisien shall invest,
unless otherwise provided, any-ef-the-pubiie state funds not
currently needed for operating expenses in notes,
certificates, bonds, prime eligible bankers acceptances,
commercial paper rated within the two highest classifications
of prime as established by at least one of the standard rating
services approved by the superiantendent of banking pursuant to
chapter 17A, perfected repurchase agreements, or other
evidences of indebtedness which are obligations of or
guaranteed by the United States of America or any of its
agencies; or in time deposits in depositories as provided in
chapter 453 and receive {ime certificates of deposit for the
funds; or in savings accounis in depositories; or in warrants
or improvement certificates of a drainage district. The total
investment 1n commercial paper of any one corporaticn s

limited to an amount nct more than twenty percent of the total
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stockhoiders’ equity of that corporation. The {reasurer of

state may invest any-ef-the funds in the treasurer's custody
in any of the investments authorized for the lowa public
employees' retirement system in section $7B.7, subsection 2,
nparagrapn "b", except that investment in common stocks is not
permitied. As used ian this section, "depository" means a
sctgi-zastitutron-desigrated-as-a-tegai-depository-under

e a
chaprer-453 the same as provided in segciion 453.1.

ror the purpese of aveiding the complexity and
administrative burdens associated with tne requicec rebate of
arbitrage profits to the United States treasury pursuant to
section § 148 of the Internal Revenue Code, as defined in
section 422.3, the treasurer of state amd-tihe-tcreasurer-or
other-desrgnared-financiai-offrecer-of-cach-porrtrest
subdrvisten may invest the proceeds of public bonds or
obligations and funds being accumulated for tne payment of
principal and interest or reserves in tax-exempt bonds, as
defined and permittec by seettorn § 148 of the Internai Revenue
Code and applicable federal regulations under thact section,
and in tax-exempt money market funds, including but not
limitad to funds issued by an unincorporated investmeng
company or investment trusi registered under the federal
Investment Company Act of 1948, having assets 1in excess of
£ive hundred millien dollars and having an average maturity in
compliance with the fecderal securitles exchange commissicn
regulations for registered money market funds.

Evidences of indebtedness which are obligations of or
guaranteed by the United States of America or any of its
agencies include investments in an unincorporated investrment
company or investment {rust registered under the federal
investment Company Act of 1640, 15 U.S.C. § 80a, the portfolio
of which is limited to such Unlted States governient
obligations and to repurchase agreesments fully collateralized
by the United States government obligations (Y the ilnvestment

company of investmenrt trust taxes delivery of rthe coliateral
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Lo VO N

e

(W)
[SCRE S B S - N * B ¢ SR S AR A

1=

= =
N d

-

=

[

3% I N
= QO WO

[ T S N ]
[ U VS N S ]

[N T T S S S ]
WO~ O

bl

32

LY Y]
A

LN ]
[¥2]

either directly or through an authorized custodian.

Notwithstanding-gny-srovisrer-of~che-Cede-to-the-centrarys
a-tregagrer-of-a-crty-az-definad~ra-zection-4dircry-sudbsection
107;-may-trvest—sny-pabtie-funds-of-the~criy-nor-currencty
reeded-for-operattng-expensss-—ta-—tnvestments-aushorized-xn
agerton-4ityFr-subsection-Zy-and-pursuant-te-acetron-5¥8755
subaection-2;-paragraph-tivtr-angd-secrion-5ric87-encapt-compony
sreferred;-or-guarantecd-3cock-ana-ray-notds-purehaser-setiy
ge3rgn;-tranyfer-or-dispose-of-any-of-thnese-rnvestmanta-as
weil-au-the-proceeds-of-these-investmentss——-FPhe-city-counerl
shati-inplement-appropriate-invesement-polriecres-to-be-foriowead
by-tme-city-treasurer-and-snati-periedicatiy~review-the
pecformance-of-the-inveatments~nmade-py-the-erty-treasurer
pussuant-to-suer-polticies-under-this-paragraphs

Sec. 51. Section 453.1, Code 1991, is amended by striking
the section and inserting in lieu thereof the following:

453.] DEFINITIONS.

As used in this chapter uniess the context otherwise
requires:

1. "Depository" means one of the following:

a. A bank or an office of a bank whose accounts are
insured by the federal deposit insurance corporation.

b. A savings and loan association or a savings bank or any
branch of a savings and loan insurance corporation insured in
part by the savings association insurance fund of the deposit
insurance corporation or another plan approved by the
superintendent of savings and lcan associations.

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

2. "Local governmental entity"” means the sane as defined
in section 77.3.

3. "Local public funds" mean the same as defined in
section 77.3.

4. "Public funds"” mean state funds and lccal public funds.

5. "Sinking fund"” or "reserve fund

means a fund or

-4 2_




e b ke

w20~ OGN

N I
e [N T b

N

16
17
18
L9
20
21
22

account in which all cf the following apply:

is created and usea fcr a Gefinite pur
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a. 1t is used for the deposit of reserve funds.
2

does ot include supporting current expensaes.

c. The interest or income earned is to be used Icr the
sam2 purpose as the principal.

£, “State funds" and "state deposits” mean the moneys of
the state, and federal and state grant moneys of a quasi-
public state entity, that are placed in a cepository pursuant
to this chapter,

7. "Treasurer’ means the treasurer of state.

Sec, 2. Section 453.2, Code 1991, is amended by striking
the section and inserting in lieu thereof the following:

453.2 DEPQSITORIES.

1. Funds contrclled by the treasurer shall be deposited in
one or more deposicories approved py the executive council.
The approval of a depository shall be by written resciution or
of the
Ly
approved and specify the maximum amount which may be deposited

order which shall be entered on record in the minut

es
executive council. The minutes shall name each deposit

O

in each depository. The executive council may deiegate its
investiment authority under thils chapter to the treasurer whao
shall ke responsible for controlling investment transacticns
until the delegation is revoked.

2. The treasurer shall invest all state funds not needed
for current operating expenses in time certificates of deposit
in an approved depository pursuant to this chapter or in an
investment permitted by section 452.10. The treasurer may
invest in any investment authorized for the Iowa public
empioyee’'s retirement system provided in secticn 97B.7,
subsectlon 2, paragraph "b", except that thz treasurer shall
not invest 1n common Stocks.

3. Deposits by the treasurer shall be in depositories
lgcated in this state. However, the treasurer may maintain an

account or accounts outside the state for the purpose ot

-43-




providing custodial services for the state and state
retirement £fund accounts.

4. A deposit of state funds in a depcsiiory pursuant to
this chapter shall be secured as follows:

a. If a depository is a savings and loan assoclaiion, a
savings bank, or an office of a savings and loan association
¢r sawvings bank, state funds in those depositoriesg shall be
secured pursuant to sections 453.16 through 453.19, and
sections 453.23 and 4¢53.24.

o. If a depository is a bank, c¢redit union, or an office
of a bank or credit union, state funds in those depositories
shail be secured pursuant to sections 453.22 through 453.24.

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

453.6 INTEREST RATE -~ COMMITTEE -—- NCTICE.

Pubiic-deposits State funds shall be deposited with

reasonable promptness in a depository legalliy designated as
depository for the funds., A committee composed of the

superintendent of banking, the auditor of state or a designee,

and the treasurer of state shall meet on or about the first of
each month or at other times as the committee may prescribe
and by majority action shali establish a minimum rate to be
earned on state funds placed in time deposits. State funcs
invested in depository time certificates of deposit shall draw
interest at not less than the rate established, effective on
the date of investment. An interest rate established by the
committee under this secticn shall be in effect commencing on
the eighth calendar day following the day the rate is
established and until & different rate is established and
takes effect. The committee shall give advisory aotice of an
interest rate establiished under this section. This nctice may
be given py publication in one or more newspapers, by
publication in the Iowe administrative bulletin, by ordinary
mail to persons cirectly affected, by any cther methcd

Ceztermined by the commictee, or by & Combination of these. In




fo)

~d

R o T T e
g e [ D ]

[#4]

18

LIS
i

20
21
22
23
24
25
25
27
28
29
30
31
32
3

34
35

nail pbe published in the Ilowa
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re2st has been determined by a commici

pe the minimum int rate that

I e
be paid on public funds depcsited in approved financia:
e

instituticns. To be eligible TC accept cepesits of public
funds ef-~the~state-of-Tewa, a financial insticution skall

demonstrate a commltment to serve the negeds oI thne liccal
community in wnich it is chartered to do ousiness. These
needs include c¢redit services as well as deposit services.
All such financial institutions are-requtred-te shall provide
the committee with a wricten description of their commitment
to provide credit services in the community. This statement
1s availabple for examination by citizens.”

PARAGRAPH DIVIDED. The notice shail also provide the name

and address of a state official to whom lnguiries caen be sent.
Betions of the committez under this section and section 453.6A
are exenpt from chaptetr 17A.

Public funds invested in depositories time certificates of

~

deposit by a public-body-er-offiecer governmential entity other

than the treasurer of state shall draw interest af rates to be

determined by the pubtic-body-or-officer governmental entity

and the depositoryy—-wateh. However, rates shall nct be less

than the minimum rate set under this section Zor state funds.

Sec. S4. Section 453.5A, subsections 1 and 2, Code 1991,
are amended to read as follows:

1. Publse-funds-of-the-state State funds shali not be
deposited in a financial ipstitution which does not
demonstrate a commitment £o serve the needs of the local
community in wnich it is chartered to do business, including
the needs of neicghbornoods, rural areas, and small pusinesses
in comrunities served by the financ:al institution., These
needs include credit services as well as deposit services,

2. In addition to establishing a minimum interest rate for
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public funds pursuant to section 453.%6, the committee composed
of the superintendent of banking, the auditor of state cr a

designee, and the treasurer of state shall develop a list of

e B

tinancial institutions eligible to accept state pusdlite funds.
The committee shall require that a financial institution
seeking to qualify for the iist shall annually provide the
committee a written statement tnat the financlal institution
has a commitment to community reinvestment consistent with the

safe and sound cperation of a financial institution. The

pret

committee shall accept a certified copy of the annual

- O N2 R~ W

o

community reinvestment report filed by the Einancial

institution pursuant to the federal Community Reinvestment

= b
WM

T

Act, 12 U.S.C. § 2901 et seq., in satisfaction ©of the written

—
3

statement requirement under this subsection. To qualify for

the listL a financial institution must demonstrate a

(SR
oy oW

continuing commitment to meet the credit needs of the local

1

community in which 1t is chartered.

Sec. 55. Section 453.6A, subsection 3, paragraph b, Code

= b
oo ~

1991, is amended to read as follows:

28
o

b. To receive chalienges from any person to a financial

(3%
bt

institution's continued eligibility to receive state pubnitie
funds,
Sec. 56. Section 453.6A, Code 1991, is amended by adding

[N S ST
=S VI S

the following new Subsection:
NEW SUBSECTION. 6. The committee shall cooperate with the

[ B 8
[o 2 WL ¥ 4]

Iowa public funds and finance commission established 1in

(3]
-

section 77.5, to administer this chapter and chapter 77.
Sec. 57. Section 453.7, Code 1991, is amended to read as

follows:
453.7 INTEREST —-- WHERE CREDITED,.
i. A depository shall not directly or indirectly pay

LN
L= JERT o B @ ¢]

W) W
[ S ol

interest to a public officer on a demand deposit of puptzie
state funds, and a public officer shall not take or receive
interest on demané deposiits of pubiie state funds. This

provision does not apply to ianterest on time certificates of

w L e
WU s L
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depcsit or savings accounts for gublre state funds.

2. Interest or earnings on invescments end time deposits
nade in accordance with the-previsiens-of sections 12

4%2..0, 45%3+% 453.2, andg 4£33.6 shall be credited [o ineg

e
d ¢f the governmencar-mody-Sasrng-trio-rnvestrent-or
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pescbr-With-the—exevpitteon~ef state. However, this shall n

apply 10 specific funds for wnich investments are othe
d

aw, constitutional funds, or wien fund

provided by

diverced to e state sinking fund for pubzie-depezrss
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deposii. Punds-s¢ The excepted funds shall receive cred]

interest or earnings derived from sgeh invesimenis or time
n

deposits made from sucn funds, Sueh The interest or earni

on say a fund created by direct vote of the people shail pe
credited to the fund first tc retire smy-szeir s incebtedness

afver-vhich-the-fund-irserf-ghati-be-eredited related to the

establisnment of cthe fund and then for the purpose of the
fund.

Ssc. 58. Section 453.8, Code 1981, 1s amended to read as
foilows:

453.8 LIABILITY OF PUBLI€-6FFI€ERS TREASURER OF STATE.

An-ofiieer-who-ta-referred-te-tn-sectron-453+x The
treasurer is not liable for loss of state funds by-resson-of

resylting from the insolvency of the depository tmstrtution

1£ the state funds have been deposited or invested as

L -

when
provided in this chapter.

Sec. 5%. Section 453,9, Code Supplement 18¢1, is amended
to read as follows:

453.9 INVESTMENT OF SINKING FUNDS.
authorrzed-to-direce-tha-depositeng-of-5Sands nay direct the
Lreasurer er-other-designated-£inancral-offreer to invest any
fund-~net-an-active-funag-néeced-for-current-vse-gad-whicm-r3
betrg state funds accumulated &$ in a sinking fund fer-a

defrarhe-purposay-che-interest-on-whien-ts-used-for~the-same
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the following:

1. Local certificates or warrants issued by zny

|

municipality or school district within the countys;—in
munteipat.

2. Municipal or school district bonds which constitute a

general liabilityr;-and-in-rnvestrents.
3. Investments authorized +3 pursuant to section 452.10.

For the purpose of aveiding the complexity and
administrative burdens associated with the required rebate of
arbltrage profits to the United States treasury pursuant to
seectton § 148 of the Internal Revenue Code, as defined in
section 422.3, the treasurer ef-stabte-and-the-treasurer-or
ether-destgnrated-£inancrar-offtreer-of-cacn-porrtica:z
subdiviston may invest the proceeds of public bonds or
obligations and funds being accumulated for the payment of
principal and interest or reserves in tax-exempt bonds, as
defined and permitted by sectteon § 148 of the Internal Revenue
Code and applicable federal regulations under that section,
and in tax-exempt money market funds, including but not
limited to funds issued by an unincorporated investment
company or investment trust registered under the federal
Investment Company Act of 1940, having assets in excess of
five hundred million dollars and having an average maturity in
compliance with the federal securities exchange commission
regulations for registered money market funds.

Pre-~svepsurer-of-state-may-snvest-in-any-of-the-tnvegenents
suthorized-for-the-fowa-pubitc-enproyeest-recirerent-system-n
sectton-97B<s 77 -3ubseceron-27-peragraph-“bi-excepe-that
trvectment-in-common-ctocks~shaii—not-be-permitteds

Sec. 60. Section 453.10, Code 1961, is amended to read as
follows:

453.106 INVESTMENT OF FUNDS CREATED BY ELECTION.

The goverming-councii-or-bugrdr-who-by-lawv-rave-contcroi-ef
any-fund-creaced-by-drreet-vote-of-che-peopier sxecutive

councli mey invest any portion of tae a fund created by direct
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@_i_‘e of thes peogle, which is not currentiy needed, In .

nvestments au taoriz&d in secticon £352.10. @Phg~-rcreasurer—of
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cutments-ancrorrrec-for-ving
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subsecition 2.

Sec. &1. Section 453,12, Code 1991, is amended to read as
follows:

453,12 SERVICE CHARGE BY DEPCSITCRY.

A depository may make reasonaile service charges with
respect to the nandling of pubite state funds, put the service
charges shall not be greater than the depository customarily
requires from other depositors for similar services.

Sec. 62. Section 453.13, Code 1991, is amended to read as

foilows: .
453.13 DEPOSIT NOT MEMBERSHIP.

Notwithstanding chapter 534, the deposit of pubiie state

funds in an agsociation defined in section 533.1 or 334,102
does not constitute being a sharenolder, scockholder, or owner
of a corporation in viclation of Article VIII of the
Coustitution of the State of Iowa or any other provision of
law.

Sec. 63. Section 453.16, Code 1981, is amended to read as
follows:

453.16 SECURITY FOR DEPGSIT OF PYBhI€ STATE FUNDS.

1. Before a deposit of pubiie state funds is made by-a
publre-offrecer with a depository institution in excess of the
amount insured by federal deposit insurance or federal savings
and loan insurance, anmg€ or before the investment of public
funds in invesiments authorized in sectlon 452,10 which either
are not obliigations ¢f or guaranteed by the United States
government or any of its agencies, are 1n excess of the amount .

1nsured by Zederal deposit insurance or federal savings and
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ioar insurance, or arg investments by the treasurer of stace

specifically authorized by section 452.10 to ke aade as

additional investments uinder section 97B.7. subsection 2,

paragrapn "b“, the public officer shall obtain security for

the deposii or lnvestment by one or more of the follicwing:
a. The depository +tmstitutten may give-cto-the-public

offtcer provide to the treasurer a corporate surety bond Ol a

“ [

surety corporaticn approved by the treasury dagartiment of the

=

=5

0]
s
T

United States and authorized to do business in this a

e
W.
a

whien, The bond shall bz in an amount egual to the pesl

G

state funds on deposit at any time. The bond shail be
conditioned that the deposit shall be paid prompily on the
order of the pubitre-offtcer-making-the-deposis treasurer and
the bond shall be approved by the effieer-making-the-deposte
treasurer.

b. The depository tmatitesion may deposit, maintain,
pledge &nd, or assign for the benefit of the pudlic-offzicer
treasurer in the manner provided in this chapter, securities
approved by the pabiie-officer treasurer, the market value of
which is not less than one hundred ten percent of the tota:
deposits of pubire state funds placed by-ehat-pubrre-offzear
in the depository institmeion. The securities shall consist

of any of the following:

{1y DPirect obligations of, or obligations that are insured

or fully guaranteed as to principal and interest by, the
United States of America or an agency ©r instrumentality of
the United States of America.

{2) Public bonds or obligations of this state or a
political subdivision of this state.

{3} Public pbonds or obligations of another state or a

political subdivision of another state whose bonds are rated

within the two highest classifications of prime as estapblished

by at least one of the standard rating services approved by
the superintendent of banking pursuant to chapter 17A.

{4} To the extent of the guarantee, loans, cbligatlions, <
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1 ncntransferable letters of credit upon which fhe payment

2 principal and interest 1s fully secured or guaranteed oy the
3 United States ef-Ameries Or An agency or instrumenctallitny of
4

the linited States ef-Ameviesn.

U

{5)Y First lien mertgages which are valuyed according to

practices acceptable to the treasurer of state.

o
D
o]
C
r

Cirect obligations of, or obligations that are insure

o~

S
fully guaranteed as to principal and interest by, tze United

(el

3

a
States ef-Amerresa, which may be used to secure tie deposit of
n

LS 1 an

wublic funds under subparagraph (1), include 1nvestme

[

i1 investment company or investwent trust registered under the

12 federal Investwment Company Act of 1240, 15 U.S.C. § 80a, the
13 portfclio of which is limited to the United States government
14 obligations described in subparagraph (1) andé to repurchase
15 agreements fully ccllateralized by the United States

16 government obligations described in subparagraph {1}, if the

17 investment company or investment trust takes delivery of the .
.8 collateral either directly or through an authorlzed custodian.

1% 2. If pubire state funds are secured by both the assets of

9]
<

a depository fmstitutton and a bond of a surety company, the
21 assets and bond shall be held as security for a rateable
z proportion of the deposit on the basis of the market value of

23 the assets and of the total amount of the surety bonds.

24 Sec. 64. Section 453,17, Code 1991, 1s amended o read as
25 follows:

26 453.17 DEPOSIT OF SECURITIES.

27 1. A depository tnstrtutien which receives publte state

28 funds shall pledge securities owned by it as required by this

29 chapter in cne of the following methods:

30 a. The securities shall be deposited with the eeuntys;

3L sttys-or-other-pubrte-offieers treasurer at the option of the

32 offreers treasurer,

33 b. The securities shall be deposited pursuant to a

34 bailment agreement with a financial institution having .
35 faciiities for the safekeeping of securities and doing
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busiress in the state. A financial institution which recelves
securities for safekeeping is liable to the pebize-offtcer-to
whom-the-sec¢urrries-sre-piedged treasurer f{or any loss
suffered by the publie-offieer state 1f the financial
institution relinquishes custody of the securities contrary to
the provisions of this chapter or the instrument governing the
pledge of the securities.

c. The securities shall be deposited with the federail
reserve bank of Chicago, Illinois, or the federal home ican
bank of Des Moines, Iowa, pursuant to a bailment agreement or
a pledge custody agreement,

d. The securities may be deposited by any combination of
methods specified in paragraphs "a", "b", ané "c".

2. A deposit of securities shall not be made in-a-factitey

with a perscn owned or controlled directly or indirectly by

the financial institution which deposits the securities.

3. All deposits of securities, other than deposits of
securities with the approprrate-publie-offiecer tLreasurer,
shall have a joint custody receipt taken for the securities
with one copy delivered to the pubtie-officer treasurer and
one copy delivered to the depository tnstitusiton. A
depository tmstitutiorn pledging securities with a-pubiie

offieer the treasurer may cause examine the securities to-be

exagntned in the offtreerts treasurer's office to show che

securitles are placed with the offreer treasurer as collateral

security and-are. The securities shall not be transferable

except upoen-the-conditions as provided in this chapter.
4. Upon written reguest-frem demand by the appropriate
public-afftecer—pdut-not-tess-than-guarterty treasurer, a

depository institutten shail report on at least a guarterly

collateral and the totai deposits of pebitie state funds of
thac-officer in the depository tmstitutien.
Sec. 6%, Section 453.18, Code 1991, is amended to read as

forlows:
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CONDITION GF SECURITY.
condition of the surety bond or the deposit

les, instrunents, o¢r a joint custody receipt, must
depository tmeeiiutron will promptiy pay ce-ithe
réres-encitisd-pablkie stacte funds fo the treasurer,
any intecest on the funds, in its custody upon
améy-when-required-by-rawr-pay-the-frunds-to-tha
-whe-maGe-che-depostt.
action 453.15%, Code 1991, 1is armended %o read as
follows:

453.1% WITHDRAWALS, EXCHANGES CF SECURITY.

1. Securities pledged pursuant to this chapter may be
withdrawn on application of the pledging depository
tnstitutton and upen approval of the pubiic-efficer-ro-wuom
the-securreres-are-piedged treasuter if the deposit of
securities 1s no longer necessary to comply witn this chapter,
or is required for collection by-virtue because of its .

maturity or for exchange. The depository inmstrewtren shall
replace securities se withdrawn [or collection or exchange.

2. In an exchange of deposited securities for new
securities, the amount of security on Geposit at any time
shall not be decreased below that otherwise required by this
chapter.

3. In the evenct of substitution or exc¢hange of securitles,
the holder or custodian of the securities shali, ¢n the same
day, forward a receint by certified mail, return receipt
requested, to the pueizre-efftreer treasurer and the depository
instztucieny-a., The receip:t shall specifically describing
descrive and zdencifying-beer identify the substituted
securities and cthose released and returned to the depository
tnstrcutren.

4. Pne-pabrzec-efficer-whren-degesiits-pubize-Sunas-witn-a

deposteory-instrturion If the market value of securities

deposited witih or for the perefic of the treas: r falls below

L,
r

one hundred ten percent of the deposi liabil:ty. th
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treasurer shall requires-+f-the-marxet-vaiud-of-the-securivres

deposrred-with-or-for-the-benefit-of-the-offrevr-fatis-besow
one-hundred-ten-percent-of-the-depostie-tiabritcy-to-the-pubiie
offteer; the deposit of additional security to bring the total
market value of the security to cne hundred ten percent of th
amount of public funds held by the depository.

Sec. 67. Section 453.22, subsection 1, Code 19%1, is
amended to read as follows:

i. The depository shall pledge the required collatera:l
securities to the treasurer eof-state by depositing the
collateral securities in restricted accounts of the treasurer
of-atate, including but not limited to pledge-custody
accounts, at a federal reserve bank, the United Sifates central
credit union, a trust department of ancther commercial bank or

with another financial institution which has been designated

by the treasurer of state that is not owned or controlled
directly or indirectly by the same depository or holding
company. The depository shall deliver to the treasurer of
state a securlty agreement which provides the {reasurer of
atate with a valid and perfected security interest in the
required collateral. The market value of the required
collateral shall not be less than one hundred ten percent of
the total pubitre state funds placed on deposit in the
depository.

Sec. 68. Section 453.22, subsection 3, unanumbered
paragraph 1, Code 1991, is amended to read as follows:

The securities used to secure pubzte deposits of state
funds shall be acceptable to the treasurer of-gtate and shail
be one or more of the following:

Sec. 69, Section 453.23, subsections 1 and 2, Code 1991,
are amended to read as follows:

l. The pledging of securities by & depcsitory pursuant to

this chapter or chapter 77 constitutes consent by the

depository to the disposition of the securities in accordance

with this section.




. The depositcory and the security given for @ag pubiic .
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treasurer state oy & locai governnental entity.

Sec. 70. Sec¢tion 453.23, subsection 3, unnuibered

bt
[ ]

paragraph 1, Code 1891, is amended to read as follows:

—

12 If 2 depository is closed by 1ts primary reguiatory

13 officials, the-pubiic-body a local governmencal entity with

A

14 deposits in the depositcery shall notify the treasurer eof-arakce

1% of the amount ¢f any claim within thicty days of the closing.

16 The treasurer of-statve snall notify the Iowa public funds and

17 finance commission established pursuant to section 77.5. The .

18 treasurer shall implement the following procedures:

18 Sec. 71. Section 4%3.24, Code 1991, is amenged to read as
20 follows:
21 453,24 LIABILITY.

22 When-pubiic-deposits-are-mede A person depositing state

23 funds in accordance with this chaptery-z-pubite-bedy

Iy
-

ceposiking-pubite-funds-or-res-agentsy;-empioyees;-affreersy

[ BN
i

and-peard-members-are is exempt from liability for any ioss

[

resulting from the ioss of a depository in the absence of
negligence, malfeasance, misfeasance, or nonfeasance on the

part of the effretat person. If the treasurer of-statz sells

S S S I N
(ST I

a depository’'s collateral securities, the depository shall

3¢

3. levels.

deposit additional collateral to meet required coliateral

32 In making an assessment against depositories holding publi
33 state funds as a result of a fallure, the treasurer of-seace
34 is exempt from any liability for ioss, damage, or expense to a .
ed pubizt

35 depository which has accepted

o

tate funds.
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Sec. 72. Section 453.25, Code 1991, is amended to read as
fcllows:

4%3.25 STATE SINKING rUNDS CREATED.

There are created in the ereasuyrer-of-stute’s treasurer’'s
office the following funds:

1. A state sinking fund fer-pubitec-depesits to secure the

deposit of state funds and local public funds in banks.

2. B state sinking fund feor-pupiiec-depesirs to secure the

deposit of state funds and local public funds in credit

Unions.

3. A state sinking fund foer-publiiec-deposits to secure the

deposit of state funds and local public funds in savings and

loan associations and savings banks.

The funds shall be used to receive and disburse moneys
pursuant t¢ section 453,23, subsection 3, paragraph "d“.

Sec. 73. NEW SECTION. £53.26 APPLICATION OF THE CHAPTER
-—- AMBIGUITIES.

Ambiguities in the application of this chapter shall be

resolved in favor of preventing the loss of state funds on
deposit in a depository.

Sec. 74. Section 573.14, unnumbered paragraph 2, Code
Supplement 1991, is amended to read as follows:

The public corporation shall order payment of any amount
due the contractor to be made in accordance with the terms of
the contract. Except as provided in section 573.12 for
progress payments, failure to make payment pursuant te this
section, cf any amount due the contractor, within forty days,
unless a greater time period not to exceed fifty days is
specified in the contract documents, after the work under the
contract has peen completed and if the work has been acceonted
and a:l required¢ materials, certifications, and other
documentations required ©o be submitted by the contractor ard
specified by the contract have been furnished the awarding
public corporation by the contractor, shall cause iInterest to

accrue on the amount unpald to the benefit of the unpaid

_56_
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d by the period of time during which interest
and shall be the same as the rate of .nteresc bthat i

in elfect under section 453.6 or 77.20, as of the day 1nterest

g

Segins to accrue, for a depcsit of public funds for a
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comparable perled of time. Thig paragraph does n
t
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any of cthe rights se:t £ in section 573.16. Except as

—— a1

provided in sections 573,1Z and 573.16, interest shali not
accrue on funds retained by the public corporation to satisty
the provisions c¢f this section regarding claims on file. This
chapter cdoes not apply if the public corporation nas entered
intc a contract with the federal government or accepted a
federal grant which 1is governed by federal law or rules that

are contrary to the provisions of this chapter.

Sec. 75. Section 602.81062., subsection 54, Code Supplement
1891, is amended to read as follows:

£4. Depesit funds held by the clerk in an approved
depository as provided in seetteon-453:x chapter 77.

Sec. 76. Section 602.8109. subsection 7, Code 1591. is
amended to read as follows:

7. Amcounts not paid as required under subsectlon 3, 4, S,
or & shall bear interest for eacnh day of delinguency at the
rate in effect as of the day of delinguency for time deposits
of public funds for eighty-nine days, as established under
section 453<6 77,20.

Sec. 77. REPEALS. Sections 453.4, 453.5, 453.11, 453.14,
and 453.15, Code 1991, are repealed.

EXPLANATION

This bill represents & comprehensive revision of laws

relating to the custody, deposit, and investment of funds

controlled by Iowa governmental bodieg. Section 452.10 and

chapter 453 presently govern this area and apply to actions by
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he treasurer of state and local political subdivisions. This
111 provides for the separate regulation of funds controlled
by local governmental entities. Chapter 453 as amendad by tne
bill still governs the custody, deposit, and inveshtment of
funds by the treasurer of state.

The bill creates a new chapter entitled the "Iowa Public
Funds and Finance Act” which regulates the custody, deposit,
and investment of local governmental funds. The pill
establishes a public funds and finance commigsion to
administer the chapter. The commission is composed of state
and local officials, and persons representing interested
organizations. The commission is required to appoint
gualified staff including a commissioner. The bill alsc
establishes an Iowa public funds and finance advisory council
tc advise the commission regarding policy. The bill provides
for confidential meetings and records by the commission and

council.

The bill provides for the powers and duties of local
governmental entities and the control of local public funds.
It provides for the bonding of public treasurers and the
filing of reports to tne commission. The bill also provides
for an annual audit of investments made by a local public
treasurer.

The bill creates several provisions relating to the cus:tcdy
of local public funds. 1t provides for the establishment of
local public funds custodial districts by the commission, and
requirements for the custody of such funds.

The bill also provides restrictions and procedures for the
deposit and investment of local public funds. Public funds
must be Invested with a financial institution recognized by
the commission. It provides for interest and income on
deposited funds and allcowablaz charges by recognized
depositories. The bill provides that depositories musct
demcnstrate a commitment to local communities, similar to

requirements imposed under chapter 433. The bill alsc
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regquires that a depository receiving puelic funds nmust
colilaterallize securvities owned by tne depository Ifor depgosSits
over $5 miillon doliars of local public funds. The bii:
irciudes substitute reguiremencs 1f rules are not adopted.

The bill also provices for ithe investment o furncgsg by locas
entities, Dy establishing laveswment objectives, auschurized

investment :transactions, maturity restrichions. settlement

proceduces, and requirements reiating tc the sale
investments., The bill regulates the employment of independent
proiessional advisors. L provides for inves

, funds creaced

number of specific funds, including bond funds
nds. The oill

by eizction, operating funds, and reserve fur
proriblis ceértain investments and practices.

The bill provides for the enforcement of the chapter,
including the regulation and investigation of persons 1nvolvecd
in the custody, deposit, and investment of local public funds.

The bill imposes civil and criminal penalties for
violations of the chapter.

The bill may impose a state mandate as provided in chapter
258.
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