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SENATE Fr~E.,;{Q~ 
BY COMMITT2:E ON LOCAL GOVERNME.":';' 

(SUCCESSOR TO SSB 2003.1) 

Passed Se:late, Date ,~j" /''':: Ct<>. -;;\'6,) Passed House, Da:e rJ/;Z &.2 (lf16/J 
Vote: Ayes ---=t~ Nays <=> Vote: Ayes 9.9_ Nays _ .. 0 

An 

BE 

~--

Approved Gf'.i1,;( $_1 I q '1:2 ___ _ 

A Bill FOR 

Act establishing ,equirements for investments of funds by the 

state and political subdivisions of the state, incl~dcng the 

state board of regents, and providing that s~ch investmer.:s 

shall be regulated by the treasurer of state and the 

commissioner of insurance, and providing an effective ddte. 

IT ENACTED BY THE GENERAL ASSEI'lBLY OF THE STATE OF IOWA: 

TLSB 5482SV /-4 

:r:k/5c/l~ 



1 Section 1. Section 11.2, Code 1991, is amended by adding 

2 the following new unnumbered paragraph: 

3 NEW UNNUMBERED PARAGRAPH. The audits of the state board of ---- -----
4 regents required under this sectio!! shall inCLude d 

5 determination of whether investments by the state board of 

6 regents comply with state law. The audits shall also include 

7 a determination of whether all contracts with outside persons 

8 investing, advising in the investment of, or direc~irlg the 

9 deposit of funds of, or acting in a fiduciary capacity for, 

10 the state board of regents or a regents institution corlta1n 

11 all terms required by state law. 

12 Sec. 2. Section 11.6, subsection 1, Code Su?plemen: 1991, 

13 1S amended by adding the fOllowing new ~nnumbe~ed paragraph: 

14 NEW UNNUMBER£D PARAGRAPH. An examination !lnder this 

15 subsection shall include a determination of whether a 

16 governmental subdivision is complying with state law in its 

17 investments of funds and a determination of whethe~ all 

18 contracts with outside persons investing, advising in the 

19 investment of, or directing the deposit of funds of, Or acting 

20 in a fidllciary capacity for, the governmental subdivis~on 

21 conta1n all ter~s required by state law. 

22 Sec. 3. Section ~1.6, subsection 4, Code Supplement 1991, 

23 1S amended by adding the following new unnumbered paragraph: 

24 NEW UNNUMBERED PARAGRAPH. An examination llnder this 

25 subsection shall include a determination of whethe~ a 

26 governmental subdivision is complying with state law in its 

27 investments of funds and a determination of whether all 

28 contracts with outside persons investing, advising 1n the 

29 investment of, or directing the deposit of f~nds of, or acting 

10 in a fiduciary capac:ty for, the governmental subdivision 

31 contain all terms required by state law. 

32 Sec. 4. Section 12.1, Code 1992, is amended by adding the 

33 fOllowing new u~numbe{ed parag!aph: 

34 NE~ UNNUMBER~~ PARAGRAPH. The t!eas~rer is responsible for 

35 reporting on the iIlvestmerlt activ~tles ot all pOlitica: 
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subdivisions with third parties, and shall make 

recommendations as deemed necessary to the general dss",mblY 

and ::he goverr.o: on modificat;oll in the investing ac;thority of 

pol~tical subdivisions. The treas,.rer shall reqc;ire each 

political subdivision to r",por~ to the treasurer the amou~t of 

6 investments with third parties outstanding and each new third-

7 party illvestment. The treasurer shall adopt rules pursuant to 

8 chapter 17A and establish forms for administering this 

9 provisIon. Each political subdivision shall provide a~l the 

10 information required by the treasurer under this pr()visio~. 

Ii Sec. 5. Section 12.8, unnuRlbered paragraph 1, Code 

12 SllppJement 1991, 1S amended to read as ~ollows: 

1 .1 

14 

1 C, 

16 

17 

iH 

1') 

70 

The treasurer of state stlal1 invest or deposit, subject t:) 

chap"er 12A and as provided by law, a~y af the pub:ic funds 

not currently needed for operating expe"ses a~d shall do so 

IlpOll receipt ot monthly notice f~om the director o~ revellue 

and finance of the amount not so needed. In the event at loss 

on :edemptioll or sale of securities invested as pccscr;bed by 

law, and if the transaction is reported to the executive 

C01II~cil, neither the treasurer nor director of revenue d~d 
~ , 
< , finallce IS personally liable but the 105s sna'l be (:narqed 

22 again5t the funds w~ich would have received the ;?:'"fJf!r:s O[ 

23 interest of the invest~cnr and the~e js appr()p~idt:pd fr01Ti th0 

24 funds the amo~!ll so requirpd. J0irll investments sf Eurld~ 

7'> :;hall_ be SUD]ect-..!:.? sectio~,-:1S~lOA . 

.-',-'/~': 26 Sec. 6. KEW SECTION. ':"2.62 INVESTMEN'r'S R'l iJ()~:'~'i(,AL 

27 SUBDIVISIONS -- ASSISTANCS. 

28 The treaS1Jrer of state shal: a~opt rules purSltdr\~ ~(~ 

29 c!lapter 17A Eor providing ~nformation and ass:stallce to 

]0 pol i~ical s:;bdivisions see'<i"Cj t;) 1:1vest fu::d:.; of the 

3-:" poli:ical su.bdivision. Ti;e t::-ea:-;1Jre::- or the tt"PdSllre! 's 

32 design~e shall provide informati~11 aIld assistQ~ce ~o .1 

33 pol~tical subdivision dt the req~e5t of the p01;t~cai 

31 5UDdivis~Qn, illCluding bue not limited ~o :nEc:na~12n 

15 rpga:ding the statutory requireme~ts for invcs~~p=~:s by tn~ 
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S.F. ~~ H.F. ___ _ 

1 political subdivision and technical assistance to enable the 

2 political subdivision to invest its funds in accordance with 

] state law. However, the fact that info:mation and assistatlCe 

4 are provided under this section to a political s~bdiv:sion 

5 shall not make the state, the treasurer oE state, or the 

6 treasurer's designee :iable to a political subdivision in any 

7 manner Eor any loss, damage, or expense incurred by the 

8 political subdivision as a result of an investment. 

9 Sec. 7. Section 262.14, subsection 3, unnumbered paragraph 

10 1, Code 1991, is amended to read as follows: 

11 Any portion of the funds may be invested by the board. 

12 Join~ investnents of funds sh~ll be subject to sec:ion 

13452.l0A. In the investment of the funds, the board sr.d~l 

14 exercise the jlldgmerlt and care, urlder the ci~cumstances then 

15 prevailing, which persons of prudence, discretion and 

16 intelligence exercise in their own affairs as provided in 

17 section 633.123, subsection 1. 

18 Sec. 8. Section 279.29, unnumbered paragraph 2, Code 1991, 

19 is amended to read as follows: 

20 Pending audit and allowance of claims under this section, 

21 the board shall invest moneys of the corporation to the exte~t 

22 practicable, and the board may provide for the joint 

23 investment of moneys with one or more schoo! corporations 

24 purSllant to a joint investffie~t agreement. Joint investments 

25 of funds shall be s!Jbject to section ~52.10A~ 

26 Sec. 9. Section 302.11, Code 1991, is amended to read as 

n follows: 

28 302.11 SCHOOL FUND ACCOU:-iTS -- AUDIT OF c,OSSES. 

29 The director of revenue and finance shall keep the 

30 permanent school ~und accounts in books provided for that 

31 purpose, separate and distinct from the revenue books. The 

32 auditor of state shall audit iosses to the permanent SChool or 

3J university fund caused by the defalcation, m:smanagemen~, e .. 

34 fraud uf the age'lts or officers controlling and managing the 

JS fund, or caused :11 connectlon WIth a joint l:lves~mcrlt Witn a 
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1 ~hird~.r . .ty. The auditor of state shaL adopt rdes 2.':!rsc:.'-'-.::t 

/. ~<ohaJ2!p~£ .l7A for those offlc"r::; as necessa,y V.1 ascertd'" 

.3 the losse~. 

Sec. ;.0. 

~ dllJPIlded to read as follows: 
(; I) • The treasurer shall keep all fund~ inVf~Sle(~ to t~lC 

7 extent practicablp and may invcs~ ~he fund~ jairltly Witt. one 

8 or mc)r0 counties, judicIa: dlstr~ct depa~tme~ts of 

9 (:orre(;riOllal services, cilie3, 0~ city utili~i,es p:~rS!larlt 1:0 ~ 

1U join~ inv~stme~t agree;l:e~~. 

12 Section 384.21, COdE~ 1991 t is a~pnded to r~d(~ ~ 

1.3 tollows: 

1-1 ]81.7~. JOTN'r INVSSTME:NT O? fUNDS. 

lS i\ (~lty or a city utility boa~d shall kcc·p dlj t: 1..lf)().s 

17 joi~~ly with on~ or more ci~i~Sf utility boa~Js; l~dlCid: 

18 djsrr~ct dcpartrlent.~ ot correctiof:i.tl sprvices, nr cO:l!;~.~P~·, 

19 purStla~t to a j()int invest~e~~ agreen!ent. 

20 of fu:"!d:-:; Shd11 be scbiect. to section 452.1.0A. ___ _ _____ .•. ___ . J ___ .... __ . ____ . __ 

S",cc.12. 452.101'. INVEST.V.ENT OF ?,;3:';(" f~;f';:)C; -

v - STANLlI'.RDS AND PROCF:m;RSS. 

) . In addition to investme:~t standards and req~~.{"p:~.e!lj~ 

/~ otherwise provided by law, ~~e investment of pubL: c C:~~C:, h'~ 

2S political subdivisions or their agencies purStlan~, tJ ~~y i3W 

26 whic!) dl1thorizes the investmen~ of p~blic funds s~1a~1 ~Pt:t +~e 

77 r{~quir~mcnts and standards for i~vestmel:ts s?~cifipd in ~i~lS 

28 5Pct;on, except w~ere speclfical:y otherwise provlded. 

79 ~~lC i=l~en~ of lhis sect~on to p(o~ote the exercis~ o~ care ;n 

10 i~vpstirlg pl1bl~c funds which persc)~s of discretion ~nd 

Jl inte~l~gence exe~cise in ttle ~drlage~ent of the~r ~Wn attdirs, 

3) !lO: wir.h '::1 purpcse of spec:.lla::iol1, bu~_ .... 'ith !""e,~ct'-(: t!:;· ~.~l(· 

j~ ~s ~ei: dB tile p['~hable safety of capital. T~~ p~~r<J:'j q~)a!;; 

3:; n: i~~"esti~ent ;>ruder;ce shall be uased i:1 :-.he :-·:}':"~c-w3..::,~ ');":.:e'" 

-~-



S.F. ;;"o!.k H.F. 

1 of priority: 

2 a. Safety of principal is the first priorlty. 

1 b. Maintaining the necessary liquidity to ~atch expended 

4 liahilities 1S the second priority. 

~ c. Obtaining a reasonable return is the third priority. 

6 2. The joint investment of. public funds by polit:cal 

7 subdivisions or their agencies shall be subJect to the 

8 following: 

9 a. As used in this section, "operating funds" mean those 

10 funds which will be expended during a current hudget yea: or 

,1 wlthin twelve months of receipt. Operating funds must be 

12 Identified and separated as distinguished from al~ other fllnds 

13 avallable for investment. 

l4 b. Operating funds may only be jointly invesced in 

IS investments whiCh mature within three hundred sixty-flve days 

~6 and which are authorized by law for the investing agencies or 

17 suhdi.vislons. 

18 c. The weighted a"v'erage maturity of all opera~"ing fund 

19 invest~ents shall not exceed ninety days. 

20 d. In order to ensure that joint operating fUlld 

21 investments can be liquidated without risk of princ1pal cOss, 

22 the market value of s~ch invest~ents must not be permitted to 

23 fluctuate by more than one-half of one percent from the 

24 amortized cost thereof. If such fluctuations occur, actions 

25 must be taken promptly to maintain the principal value of such 

26 investments. 

27 e. The tradillg of securities in which any operating funds 

28 are invested for the purpose of speculation and the 

29 realization of short-term trading profits are prohibcted. 

30 Only investments having maturities consistent with the needs 

31 and use of the investing agencies or subdivisians shall be 

32 made. 

33 f. Polltical subdivis10ns shall approve written illvestmen= 

34 policies whiCh incorporate the guidelines speccfied :n this 

]~ section and any other proviSions deemed necessary to 

-5-
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1 adequately safeguard invested public funds. 

2 g. This section shall not be construed to supersede 

3 chapter 453. 

4 Sec. 13. NEW SECTION. 502.613 JOINT INVESTMENTS WITH 

5 POLITICAL SUBDIVISIONS. 

6 The administrator shall regulate and supervise companies 

7 jointly investing or managing funds for political 

8 subdivisions. The administrator shall adopt rules pursuant to 

9 chapter 17A regarding reasonable fees for institutions acting 

10 as custodians of funds or transferring funds for political 

11 subdivisions involved in joint investments and other rules 

12 necessary to administer this section. 

13 Sec. 14. Section 905.6, subsection 4, Code Supplement 

14 1991, is amended to read as follows: 

15 4. Prepare all budgets and fiscal documents, and certify 

16 for payment all expenses and payrolls lawfully incurred by the 

17 district department. The director may invest funds which are 

18 not needed for current expenses, jointly with one or more 

19 cities, city utilities, or counties pursuant to a joint 

20 investment agreement. Joint investments of funds shall be 

21 subject to section 452.10A. 

22 Sec. 15. EFFECTIVE DATE. This Act, being deemed of 

23 immediate importance, takes effect upon enactment. 

24 EXPLANATION 

25 This bill requires an audit of governmental subdivisions or 

26 the state board of regents to contain an audit of the 

27 contracts with outside persons acting as investment advisors, 

28 investing or directing the investment of funds or acting in a 

29 fiduciary capacity for those political subdivisions required 

30 to be audited under section 11.6 or for the state board of 

31 regents. The bill also provides that the treasurer of state 

32 shall report on joint investments of, and shall adopt rules to 

33 provide information and assistance regarding investment law 

34 requirements and other matters to, political subdivisions 

35 desiring to invest funds. The bill further provides that the 

-6-



1 conunissioner of insurance, as the administrator for the 

2 secllrities law, shall regulate compallies jointly investing or 

3 managing funds of political subdivisions and shall establis~ 

4 rules governing what is a reasonable fee for an institution to 

5 charge as a custodian of funds or to transfer funds for 

6 political subdivisions involved in joint investments. 

7 The hill also establishes guidelines to protect funds 

8 invested jointly by the state and political subdivisions, 

9 including the treasurer of state's office and the state board 

10 of regents. 

11 This bill takes effect upon enactment and may illclllde a 

12 state mandate as defined in section 258.3. 

13 

14 
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SENATE FILE 2036 
FISCAL NOTE 

--- ----

A : l~,...::a: note i',)r Senate File 2036 is h\~!.""eby 'juhmi:tc:<! j..:IJ!:"S'-!,lP.t to Jnl!~t leil':; 

17. ;);1:.:1 used in rjevl:io:>i,r.y rh:s f;'sc3.1 note is <l''/diLl~il~ :"'Cm tiL:.: :'\',\>,i·;1,'1c1-.·(: 

Fisc,ll BureAu to memhers or Lhe l.8g:~;l.::iture upon req1..:esr. 

Sena:;e File 2036 t£q~l~r-e:) drl <1,l..ldit of governmentaL subd i vliil':13 o!."" :i:<.."' ;~o;~rd ;-d 

Regenrs to cunLaitl an aud~,l of C(lntracts with third parties holdi~g ~~n~s or 
acting :.n ;~ fidL.:ci.ary c;l?a.cil.y for t.hose gO'''~rnmcntal subdi, ... islor~S. Th,~ h!.~L 

also requIres :hc rreas~rer to repOrt on joint inveSrme:lts o( pol~ti~ai 
:.ubdi··:i.-:;ioos and to adopt administrative n!les t.o obt31n r:i~E' :1eCessdry 
inform3~~on. The Commissiuner of ~n$~rance is required to r~~u~ate cc~panles 
j()~ntly in~est~nl~ or ~a:laging funds for political ~ubdivisicns :Ind establish 
;ldmir,~,;trat~,o·!e r:..lL(~s guverr.ing the fee ch;t.rged ~y ~he ~:J[lfi custodlD:1. 
Cuidelir.c·; to p!"otect t'l!r:cs inv~stec Joint1.y by Lhe St<1te ann ;)olitl.cal 
subd:'ils:(m';, inclutli.n:.i th,= O:-r-easl.rer and. 30ara ()f Re?~!nts, are estabi,ished. 

['i seal Impact: 

l. 

2. 

3. 

4. 

5. 
6. 

Tb~ comhi;1ed audit c:o~ts for the Hegent's i~5:..ituti()ro~~ wQllid increase 
ber."'een $5,000 'in'; $10,000 annu,,: ly. 
The Office :)f the Treasu:-er will be ahle to provide technic31 assic;t.lnce 
dnd col 1,~ct rhe required information within current hudget ~:ld staffi.ng 
l~v"~l-;, il5'.iuminr, the ';olume of reql1cs::,s and inform(1:.ion is not excessive. 
'Cile cost t() the Office of (he Auditor cannOt be estimated. (~he Office 
ha~ indicated tllat its responsibilities are not defined witll sufficient 
clarity. ) 
The I:1surance Divi.slon, Corrunerce Commission, <..,rould need an additional 
aud.tor (l.O FTE position). The one-time, start-up cos:. would be $5,000 
with on-gOIng annua: cOSts of $42,830 for salary arid 3udil expenses. 
There nre ~o significa~t costs for the Department of Re~enue and ~i:lance. 
The ~os~s to the polit~cal subdivisions cannot be estim3ted hut may be 
significant. 

Source!':! 

Auditor of State 
Hoard uf Regents 
Treasllrcr of Sta:e 
C~)mrr:i,ssiune'( of Insurance 
:-eague of iOf...'3 M'"lOic;,?;,.lit~_e~ 

(LSU 5482cv. MDF) 

FILED ~EBRUARY 14, 1992 BY DENNIS PROUTY, FISCAL DIRECTOR 
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SENATE FILE 2036 
S-5085 

1 .~end Senate F:le 2036 as fo:lows: 
2 ' By st~iking everyt~i~g afte~ the enac~:~g 
3 c~a~se a~d inserting the fo~~owi~g: 
~ 

5 
5 

8 
9 

10 , , 
~. 

12 
13 
14 
1 -.:> 
, r 
_0 

17 
18 
19 
20 
2l 
22 
23 
24 
25 
26 
27 
28 

"Section 2.. Sec~ion :'2.:, Ccde :!.991, ':'5 a::len6.ei vi' 
acc:ng the Eoll~wi~g ~ew L~;;umbered pa;ag:ap~: 

NEW UNNUMBERED PARAGRA?H. The :~easu~er sha:: 
~epo~c on the investmencs of all po:i:ica: 
s~bdivisions and agencies autho:ized :0 ~nvest ~~~ds 
made in accordance wit~ sec~~cn 452.10 to the qe~era: 
assembly. The tre~surer sha:: adopt :~les p~r~uant :~ 
chapter l7A requiring al~ pciitical s~bdivisions and 
agencies a.uthorized to i:~vest '::.;r:cs .:;:, suD.mi:. per:"cc:c 
repo:ts of investments made ~~ accordance wic~ sec~ion 
452.lC to the treaSurer a~d p~esc~i~ing the fo:ms for 
~ak~ng t~e repo~ts. Each pci~tica: subd~'lis~~~ arId 
agencies authorized ~c invest Eu~ds shal: provide dl: 
:~e :n:crmation required p~:s~ant to this p~ovision 
which shal: be public records ~nder sec:ion 22.1. 

Sec. 2. ~EW SECTION. 12.62 INVESTME~~S BY 
AGE~C:SS AND ?OLrTrCA~ SGB~IViS:ONS -- TECHNICAL 
INFORMATION AND ASSISTANCE. 

The t~easurer 0: state sha~: adop: r~~es pcrs~~~t 

to chapter 17A Eor provi~i~g tec~nical infor~ation a~d 
assistance to agencies o! th~s s:a:e a~thcrized :c 
invest funds and oclitical subdivisions seek inc :c 
i ""lesc· publiC """O-'S ~"'e t-easnrQr ,~r ""e "r"'a-s"r""' S _.. • _;..4.. • .1.1. • ~.~ ..J~ ...... ...._... 1.. ... _ 

e~; 
31 

designee shall provide tech~ica: information and 
assistance to an agency authorized :c ~nves: fU:1CS or 
political subdivision at the reques': of t~e age~c7 
authorized to invest fu~ds or ~c:i~~ca~ subd~v:sion, 
including but not limited ::c- cec:-::ilcal i:1:;')(!T~at:on 
regarding the statutory ~eqcire~entS Eor i!:vestxe~~~ 
by the agency author:zed to :nves: funds or pol!:!~~. 
s~bdivision and techn~cal assista~ce to e~ab:e ~~e 
agency authorized to invest funds or pc::c:c~: 
subd~vision to invest its fu~ds in accorda~ce w:th 
state law. However, the fact :~at informatio~ a~d 
assistar.ce are provided unde~ :his sec~io~ tc c~ 
agency or ?o:itical subdivis~o~ 2~:~orized to i~ves: 
funds 5hail ~ot make t~e state, :he treas~~e~ oE 
sta~e, or the ::easurer's des:g~ee :iable tc an ~senCj 
0= pc:itical subdiv:s:o~ a~c~cr:zea to i~ves: fu~d$ i~ 
a~y manr.er :o~ any :OS5, ~ama~e, ~~ ex~e~s2 inc~rred 
by "'~e "'Ger·--v C;""" -oi~·"'~ca- .::'·nc.;···:s~"·"" ~';"··"or:ze'; ... ...., 

'. '9 

32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
" -,:> 

46 
47 

. ...... <=." .~\... .. • ;;J ..L_L:- _,.~...J .... ~" .... .... -> •• L.;,u ............... '. __ 

Invest funes ~s a re5~~: oz an ~nvest~2~L. 

SeC. 3. Sec~:on 262.:4, s~bsectior. 3, Lnn~~~erec 
parag~aph 1, Cc~e i991, is arrended to read as ~:::ows: 

48 
49 

Any par ion of the :u~d5 may oe i~ves:ed by :~e 
neard. Al inves~~e~ts of funes s~al: oe sub~ec~ :c 

50 sections 4 2.10 and 4S2.:0A and other aoo::cable law. 
S-5085 1-
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1 In the investment of the funes, th2 board shall 
2 exercise the jud9~ent and care, under the 
3 circumstances then prevailing, which persons of 
4 prudence, discretion anc ~n:elligence exercise in 
5 their own affairs as provided in section 633.i23, 
6 subsection ~. 
I Sec. 4. Section 279.29, unnumbered paragraph 2, 
8 Code 1991, is amended to read as follows: 
9 Pending audit and allowance of claims u,!der this 

10 section, the board shall invest mo~eys of ~he 
11 corporation to the extent practicable, and ~he board 
12 may provide for the joint investment of moneys with 
13 one or more school corporations pursuant to a joint 
14 investment agreement. All investments of funds shall 
15 ~~ubject to sections 452.10 and 152.10A and other 
16 applicable law. 
17 Sec. 5. Section 302.11, Code 1991, is amended to 
18 read as follows: 
19 302.11 SCHOOL FUND ACCOUNTS -- AUDIT OF LOSSES. 
20 The director of revenue and finance shall keep the 
21 permanent school f.lnd accounts in books provided for 
22 that purpose, separate and distinct from the revenue 
23 books. The auditor of sLate shall audit losses to the 
24 permanent school or university fund caused by the 
25 defalcation, mismanagement, or fraud ef-the-ftgent~-er 
26 eff±eers-eontretling-and-managing-the-ftlne. The 
27 auditor of state shall adopt rules pursuant to chapter 
28 17A for those officers as necessary to asce,tain the 
29 losses. 
30 Sec. 6. Section 331.555, subsection 6, Code 1991, 
31 is amended to read as follows: 
32 6. The treasurer shall ~eep al~ funds invested to 
33 the extent practicable and may invest the funds 
34 jointly with one or more counties, judicial district 
35 departments of correctiona: services, cities, or city 
36 utilities pursuant to a joint investment agreement. 
37 All investments of funds shall be subJect to sections 
38 452.10 and 452.10A and other appllcable law. 
39 Sec. 7. Section 384.21, Code 1991, is amended to 
40 read as fOllows: 
41 384.21 JOINT INVESTMENT OF FuNDS. 
42 A city or a city utility board shall keep all funds 
43 invested to the extent practicable and may invest the 
44 funds jointly with one cr more cities, utili:y boards, 
45 judicial district depar~rr.ents of correctional 
46 services, or counties pursuant t~ a joint investmen~ 
47 agreement. All investments of funds shall be subject 
48 to sections 452.10 and 4S2.1UA and ?ther apDllcable 
49 law. 
50 Sec. 8. 
S-S08S 

Section 452.10, Code Supplement 1991, is 
-2-
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1 ame~ded by strik~ng :he sec::cn a~~ i~sercing i~ ~~e~~ 
:~ereof the :o~lJwi~S: 2 , 

~ 

, 

0 

7 
8 
9 

10 
, ' 

452. 0 ?Ge~=c ?U~~S :~VZST~E~T S~A~:ARDS. 

1. ~ addi~ic~ :c ~=:ves:~e~: s~a~da:ds a~d 
requiremen~s oc:e:w~se ;r~v~de~ b~l :aw: ~~e ~nves~~:;:'~ 
of public funds ~y :~e ::eas~~e: -~ s~ate, s~ate 
agenc~es auc~ori:ed :c ~~ves: ~~~.,~, and po:i~ica: 
s~bdivis~ons cf ::h~s s:ate, snal~ =:~?ly ~~t~ :his 
section, excepc w~e~e ~che~wi5e prJv~ded by a~o:~e= 
statute specifieal:} re~err~~g to this sec~icn. 

2. T~e treasurer of state, 5~a~e agencies 
~2 autr.ori~ed to invest fu~ds, a~d ?c~:~:cal subdivisions 
:3 of this state, when investing cr depcsi:i~g ~ublic 
14 :u~ds, shall exercise the care, 5kii~, 9:udence, ar.d 
15 di:~gence ~nder the c:rcumsta~ces t~en prevailing that 
16 a ~r~dent person ac:ing in a ::ke capaci~y and 
l7 ~affiiliar with suc~ matters wc~lc cse tc attain the 

goals of tr.is subsection. ~his s:ancard requires that 
~hen maki~g ir.vestmen~ dec~sicns, a pub:ic e~tity 
shal: ccnside: ~he ~cle that the ~~veSt~ent ~: deposit 
pLays within the portfolio of assets of ~r.e public 
er.tity and the goals of this subsection. ~~e p~ima:y 
goals of :nvestmen~ prudence sha~l be basec in t~e 
following order of priority: 

18 
19 
20 
2: 
22 
23 
24 
25 
26 

a. Safety of principal is the first pr:ority. 

~e2i 
28 
~Q L. 

b. Mai~taining ehe necessary l~q~idity :0 ~a~ch 
expected liabilities is ~~e secc~d prio~:ty. 

c. Obtaining a reasonab:e ret~r~ is :~e thi:d 
pricrity. 

30 3. Investments of pub:ic :unds s~a:l ~e ~ade i~ 
31 accordance with writcen policies. A written 
32 investment policy shall address the gca~s set out i~ 
33 subsection 2 and shall also address, but is ~ot 
34 limited to, diversi:ication, maturity, anc quality and 
35 capability of investmen: management. 
36 
37 
38 
39 
40 
4l 
42 
43 
44 

4. The treasurer of state and a!: other state 
age~cies authorized to i~vest f~nds shal: 2nly 
purchase and invest in the E~l:cwi~g: 

a. Obligations of the Unl:ed States government, 
its acencies and instrumentalities. 

b.- Certificates of deposit and other evidences of 
deposit at federally insu~ed depository inst~tut~cns 
approved pursuant :0 chapter 453. 

c. Prime bankers' accepta~ces. 
45 a. Corr~ercial paper or o~~er s~or: :e~~ ccr~ora:2 
46 debt rated within the twe ~ighes: cl~ss:Eicatior.s, as 
47 establishec by a: least one of :he star.da:d rating 
48 services approved by the supe:i~tencent of ba~K!ng ~y 
49 r~le adopted ~ursua~t to chapte: :~A, prcv~ded :~a: G~ 
SO :~e time of purchase no more tha~ ~_ve per2e~t cE a~~ 
S-5085 -3-
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1 amou~ts invested in commercia: paper shall be inve'ced 
2 il~ paper rated i~ ~}le secolld ~lighest classi~icatio;:. 

3 
4 

~~ Replirchase 2greer.1(·:1ts w!'1:)se underlyir:g 
cCllld.cera: ~or!s~st-.s 0: Lr1':': ~ riV,";:-.ments set" out: ir. 

S paragraphs lIa" tr.r;··~:9r .. (~ .. , -= :_he !::-eaS~lr2t' of st,::', 
6 or st.ate 2ge:1cy al!~.;:.';-r:'/cd to ,~r:'ve5t EL;r~d.:.~ ~ai<es 
7 delivery of the C;...rJ.ld.t·:-oral 2.:: "~~ di r-ect:;'y Q:" t~r(· :'.:: 
8 an at..:tr.o:- ized cu-s~:::;d~.Cl;-:. c.,:.~;;.~chasi:: agre0f'H::!1::S C~ 
9 include reverse rep~;rchdSf' 3gr2p:~~~ts. 

10 E. Investme!~ts d~thurized 0 r .,.~ 10wa ~cblic 
11 employee re t i reme;) t sys te:.. i n ~, _, ., 978.}, 

subsection 2, paragraph "b", excel ;:;:d( investr.lent 
common stocks is not perm.i;"!~ed. 

12 
13 
14 g. All open-end rnallaS2~?:1t il)Vestmel:t co~pa~y 
:5 organized in trllst form re~~~tered w~,th the federal 
16 secur i 7: l_es and exchar.ge CQiTIii;;,.;s.>:;n iJ.:1uer thE: feder-i.! 
i7 :,weSc::lent Company Act oE :94(;, :". TLS.C. § 80(a) a"d 
18 operated i~ accordance with 17 C.F.~. § 270.2a-7. 
19 Futures and optio~s c0ntrac~s 3re not pP~~i1.ssibie 
7.0 i;1vestrrL(:~nts. 

21 5. Polit,:,cil1 subdivisi'..Jr":s c: t.;:i~~ state, .i.nc1';~.\.:1':"' 
22 entities o;:-qanized ;)~r~;!la~t to cn2P!".8r 28;~: w~,·;:;·: 

23 primary funCtior. i.s·· vthp;: :"hdr. ~,.... ;.:.;i.!:tly i~vest 
24 publj_c funds, sha11 o~~ .'l~rch2~·~ ,:inri ~r;vest i~ l:~e 

25 fc:i..lowing: 
),6 a. Obligatior.s~':: ""l ,d)..t:E.'C .. .:l:"",::S go~.:r.' ~rr.c:: 
27 its aqencles and i:~sc'·c;;"' .. ·.aii, . .ic.~:. 
28 b. Ce~t-.ifica::E·s 0;' cepos:'c :::cc. or::er t::v::'i",.-,cc!c, of 
29 deposi t at .federa,l ~ y ~:\'-;Ur2c. :jej!·::'::-:, .. ()'..-":/ : :,;i""i ::"u~~, .. ;:r,s 
30 approved pursua~: to cn~~L~r 453. 
31 c. Prime ban~e~sl acceptancci. 
32 d. COrruTI€' r cia.i pape~ G~' 0'.::'''' sr.·.J~'" --, 
J3 debt ~at.ed within tn0 two h.i.qr~e;:':" c;.as:-;lE;.c.:...i~j.,~·, .. :. 
34 establis~ed by at lease one ()~ th: s~a:·da~d :ati:1G 
3, sf'rvices approved by r;le supe:~:-:~,o,,';(,"C GO: :)".:\ ... ~;1C, 'Jj 

36 rtlle adopted pursuant to chapter l~~, prov;d~~ that ~t 
31 the time of purchase :;0 r:::Jre !".:'.: ~ _'.le per-:-:.:-·'-.:, ;: I-: 

38 amounts invested .!.~ c0nti:ierc~.:1 p~~~>:?: 5:-:all .:..-=: .!.;'; :::·aoc: 
39 rated in the secund highest ciassiEication. 
40 e. Repurchase agreements w~ose Jnderlyi:-:g 
11 collateral consists of the invest~e'l~s se~ c~t ::1 

42 paragraph "a" if the subdivision takes delivery of the 
43 collzteral either di.rectly o~ through an authorized 
44 cust.odian. Repurchdse agree~ei1ts r.o not incl,~(ie 
45 reverse repurchase agreece::ts. 
46 f. A joi~t investment trust organized p~!5Uar:t to 
47 chapter 28E or an open-end managenen~ i~vest~e~t 
48 company, provided :hat s~ch entit:es a~e r~giste~~c 
49 with the federal secl~rj.ti.es and e;.:chan.:.,o ~·o:n:.,ssic:, 

50 uIlder the federal Investment Company A~t oi i940, oJ 
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1 U.S.C. § 80(a), a~d 
2 C.r.R. § 270.2a-7. 

are cpe:a':.2c acc:Jrda.:-"'.ce .-,: .... ,... 
w..L .... I 

3 ?utures and cpticns c<)~:~act5 are no: permiss:bie 
4 ~~vest~ents. T~e ?r~~~si_'.~ ~f ~2~~~on ~52.:JA ~~S~ 
5 a:sc be sat~sEied b7 :h~ ~~:chas? sr i~V0S:C~. 
6 6. :nvest~ent~ by ~he !:wa ~.! ~:~ e~p12yee3' 
-, ret; "'e:ner't s~/s"~:":"', ::;!"'~ ,-."" .......... .,,:.!,.:....,, "':-,_ll""'._\!""_P!'" ....... . ~ '-~ .. -. .:;; -:~._ ......... _"-: ~ ..... -- ,- -;!) <.:..l. _ 

8 ~ot subjec: to ~his sect~on. 
9 Sec. 9. NE~ SECT:ON. 452.:G~ ?~3~IC 

10 :-U>.TURITY AND PROCE::li.:RAL LI~!I'I."'-~':C:;3. 

.i-'... 

:2 
13 
14 
l5 
16 ,-... , 
18 
19 
20 
21 
22 
23 
24 
25 
26 
~-~ , 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 , , .. ~ 
42 
43 
44 , -
~::> 

46 
4i 

1. In additiG:1 to the i~-'Jes:::>7':';: standarcs a:1cl 
:-equirements othe:w':'se reqt.:':'rec 2j ~a'N, ':'r.cl~di:lg 
section 452.10, subsec~ions 3 a~d 5, the £ollowins 
s~all app~y to tte investme~~ =f p';blic funds by an 
i~dividual political subdivisicn c~ thi,s state, 
includi~g entities organized ?utsua~t :0 chapter 28E 
whose primary Eunction is ot~e~ t~3~ to jointly ':'nv~st 
public funds: 

a. As used in this 5U!:lSecc':or.. IIcperatir:g E:..:nds ll 

~eans chose fu~ds ~hich are reasc"!b:y expected =0 be 
expended or disbursed d~~i~g the c~r:ent b~dget ve~r 
O~ within fiftee~ ~on~~5 0f receiot. 

b. Operat':'ng fu~ds :-~3~ be accQunted fo: ~~ a 
manner so as to be dis:~~g~~is~ajle from al_. Qthe~ 
funds available for depcsi; =' ,,=:2Stment. 

c. Operating ~u~ds s~a:l ~~_; .~~ inves~e~i i~ 
investments which ~a:~re ~i:hi~ :~~?~ ~~~~~2~ ~inety­
seve;: days a:;'(J wh':'cr. are a~th'")::- :_ze,'i ~)y ':"a ... ' ~:J!:" tr:e 
investing public e~t':'ty. 

d. A contract ~or ~,~e ~nvest~en: or ~e~csit c: 
public funds sha:l ~C~ prOVlce ~~r compe~saClon ~i ~~ 
agent or fiduciary based ~PG~ performance aoove J~a=!(2: 

interest rates. 
2. The investme~t standards a~d requ~re~2~~s 

otherwise requi:ed by la~, i~~iudi~S ~ec:icn ~52.iO. 
subsections 3 a~d 5, gove:~i~g c~e i~vescme~~ of 
nubll'C ~"nd- c·o -ot' supe-ceo·e _~~""~r d~3 ,-~ sha" ~~ r' ......... ;;> . i. ..:.. '-.I ..... ~'- ... ~ f..J ...... ,_ oj ___ v.~ 

construed 50 as to add :c and ~O~ =onElict w~c~ :he 
requirements of chapter ~53 regard:~g ccllateralized 
deposits in financia: i~sti~utions. 

Sec. 10. NEW SECTION. 452.103 COMPLIANCE TESTrolG 
OF INVESTMENT POLICIES. 

~. The written i~vestme~t 901icy requl:ed by 
sec~ion 452.iO shail be de:~ve~ed :~ all of :~2 
following: 

a. The gove:ning body or 0 E:ce: o~ the ~c~l~c 
entity to which the pol~cy app ies. 

48 b. All depository i~s:itut ons cr fid~c~a:ies for 
~9 public funds of the pL:blic en~ ty. 
50 c. The indepe~dent a~dito: of ~~e p~b:~c e~tit~. 
5-5085 -::>-
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1 2. At the ti:ne of auc:'t f the a'..;ditor s!1all also 
2 perform campI ance testi~g of a reasonaole ~IJ~ber of 
3 :ran~dctions ~ reJ,dtin~ t~ ~~le to:a], assets i~ve5te~ 
(t a!~d quantity of ~rd!~s.:;cL!():iS '.)!: !-.hl:: ;>ubl.i.c en:-.ity _;1 
5 the course of ;:he atlG':"i: -.)f the ~)ub~':"c er.tity '~:;cif:'r 
G sectio:1 11.2, ll.6, or 1'~·~.:::". ':'"h·'· a~r:~ "6~)():-t ::;1-:0" 

7 specifically review inl./""r:a: cunt-r-.. ';' sL~·!..:c;' '"f:':S. '··~L~ 
8 ciuditor shall repor:-. tr.0 ~:(-s:..:l:.:s ".~ :-:':e cor::;;i i,--.;~::e 
9 ~esting in the audit re~o~t. The auCi~or m~y ,~ake 

.. 0 recommendat.ions for c~.; .. r:g(~s to ei ti1e:- ::he ':':~v~':st:nC:1t 
i1 policies or practices or internal co~t.ol structures 
12 to improve safety or complia~ce. ~Ie yovecning body 
13 of the entity and the officer ~esponsiole Eor deposits 
14 or investments of the pub:lc entity shall :ake 
c5 immediate steps :0 remedy the causes of any repartee 
16 incidents of noncompliance to assure future 
1_7 compliance. 
~8 3. The audit report of tne pub~ic entity shall 
19 include a review of the most :·~cel\[ ,e~~ld:0~y 
~o examinatioll rep0~t ~)r ."~~penrient 

21 outside persons Gcing "w ,;or ·"ore 
22 the public entity: 
23 
24 
25 

a . 
b. 
c. 

26 funds. 

Investing public _~S~. 
Advising on the l:lV:"~S'~-.J-:1e~'~ 

Direct':ng the dep:..")sit (): 
:.:: pl,'bli;; ;·\~nc.s. 

·'--sti.lcr;t. «: ;?u:')l :'1,. 

27 d. Acting Ie: a :.:.auc.:;c;,y cap?:;l:y f·." ;r:..: p~~),;C 

7.8 entity. 
7.9 The review by t:'le a.uditor 0: . Ir.v:-:-L ·.7C:·::~;_ ,;.i,I- ;Ud:' 

30 report ~o shareholders (;:~ dn o':)~~-·. :1G :TiC!n?-je.,;e;~t 

31 Investment company regis~ered wirh the C~~c:~l 
37. securities ar.d exchi.lngt~ CO:n:niS31.0f! unde:.- ,.r:: .. ~ ~cd0rG_ 
33 Investment Company Ac":. (;L 19'-:C, IS LI.S.C. 3 .;~)~d), 
34 purs~lant to 17 C.P.R. ~ L'!G.3Dd-l shall 5,:: :0ty "Li":t:., 

35 review require~ents of ~hi~ Sllbs~ctio:l. 
3G ·The auditor snall ao':; SE' the p',"~ic enl: i \':. of 
37 concerns raised Ly revie~ of SUC~l :·E~ports 0:, ~.h~.~·d 
38 parties. 
39 Sec. 11. NEW SECTION. 452.10C REGULATION OF 
40 PUBLIC FUNDS CUSTODIAL AGREEMENTS. 
41 A commission consisting o~ the treaS:HE.'[ of s~,;:_"" 
'12 the auditor of state, the cOlT'_'11issioner of i.nsurance, 
43 the superintendent of banking, rhe sl:perilltendent of 
4/1 sd~Jing5 and :Odn asscciallc·ns, .,::d the SUp2~·~':lendc!1t 
!I~ :::f credit ~nions, shal2. adcrt r~lle~ ~;;;Jer cr:apter 17:'\ 
46 :-equiring the inclusior. i.n public :t~::lis CU;j:ouldl 
~7 agree~ents of any provisions necessary to prevent loss 
48 of public eunds. 
49 The superinte~dent of banking s~~'l enforeR 
50 compliance with rules adopted pUrS_2!:t :0 ~hi5 Se~:i,'r! 
5-5085 -6-
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1 with respect to banks organized under chapter 524 ~~d 
2 acting as or designating custodians of public fund~" 
3 The superintendent of credit unions shall enforce 
4 compliance with rules adopted purSl",-nt to this sect':"on 
5 with respect to credit unions ~rga"lized under chapter 
6 533 and acting as or desianatinn custodians of public 
7 funds. The superintendent of savings and loan 
8 associations sha::"l enfo rce compL.: .Ice 'N i th :: u les 
9 adopted pursuant to this section ~ith respect to 

10 associations organized l~nder chapLer 534 and 1cting ~s 
11 or designating custodians of public funds. ~ne 
12 administrator under chapter 502 sh~ll enforce 
13 compliance with rules adopted pursuant to this section 
14 with respect to all other persons acting as or 
15 designating custodians of public funds. 
16 As used in this section, "public funds custodial 
17 agreement" means any contractual arrangement pursuant 
18 to which one or more persons, including but not 
19 limited to, investment advisors, investment companies. 
20 trustees, agents and c~stodians, ar~ 3 thorized to act 
21 as a custodian of or to designate another ~erson to 
22 act as a custodian of public funds or any security or 
23 document of ownership or citle evidencing public funds 
24 investments other than custodial agree~ents between an 
25 open-end management invest~ent cc~pany registered with 
26 the federal securities and exchange commission u~a~r 
27 the federal Investment Company Act of 1940, 15 U.S.C. 
28 § 80 (a) and a custodian ba:1K. 
29 As used in this section "public funds" me.:.J.ns puD1.ic 
30 funds as defined in section 453.1, and 3ny borrowed 
31 funds which are secured by a pledg~ of public funds as 
32 defined in section 453.1, or future receip~s or 
33 revenues of the state or a political subdivision. 
34 Sec. 12. Section 453.16, subsection 1, unnumbered 
35 paragraph 1, Code 1991, is amended to read as follows: 
36 Before a deposit of public funds is made by a 
37 public officer with a depository institution i.n excess 
38 of the amount insured by federal deposit iIl.3:1rance or 
39 federal savings and loan insurance,-~ftd-befere-ehe 
40 ift~egemefte-e~-ptlblie-ftlftdg-±ft-±ft~egemeneg-~tlehori~ed 
41 ift-geeeion-45z71e-whieh-e±eher-are-ftoe-obl~9aeiong-o~ 
42 Or-9tlBrBneeed-by-ehe-Bnieed-Stateg-90~ernmene-or-any 
43 o~-±eg-ageneieg,-are-±ft-exeegg-Of-the-dmetlfte-±ftgtlred 
44 bY-federal-depeg±e-±ftgtlraftee-er-fe~erd±-g8~±ft9g-aftd 
45 l08ft-±ftgtlr8nee,-er-8re-±ft~egtmentg-by-the-treagtlrer-ef 
46 gtate-gpee±f±eally-atlther±~ed-by-geee±eft-~5Z7±6-te-be 
47 made-ag-add±t±eftal-±ft~egementg-tlnder-geee±oft-9~B7~, 
48 gtlbgeee±oft-z,-para9raph-llbll, the public officer shall 
49 obtain security for the deposit e~-±n~egemeftt by one 
50 or more of the following: 
S-5085 -7-
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1 Sec. 13. Section 453.16, s~bsection 1, paragraph 
b, unnumbered ~aragraph 2, Code 1991, is amended tc 
read as fOllows: 

2 
3 
4 Direct Qbliga=io~s of, 0: cb:i~ati~~s =hat are 
5 insured ~r ful~y ~ua,a~to~d as to )ri~c~pal and 

interest by, the ~~nite~ ~tates of \~~rica, ~hich rea1 
be used to secure the ~~?OS~: o! F~blic !unJ~ ~~der 
subparagrach (1), include i~ves:~ents in an sperl-end 
man~gement'investment ccmpany or i~vestmen= Erust 
registered under the Eederel :"vest:nent Compa:1Y Ac': :::" 
1940, 15 U.S.C. § 80a, and operated in accordance' .... lt~, 
17 C.P.R. § 270.2a-7 the-pe~t~eIie-e~-whie~-i~-Itmiteci 
te-the-Hnited 5t6teg-ge~ernment-eb~I~6t±eng-dege~ibeci 

6 
7 
8 
9 

10 
11 
12 
13 
14 in-gtlbp6ra9~6ph-tlt-enci-te-~eptl~eheee-e9~eeme~~e-ftl:±~ 
15 ee::etere:±zed-by-the-6"±ted-5tete~-~e~ernment 

eb±iget±e"e-deeer±bed-±"-etlb~e~e9re~h-t:tT-If-the 
±"~egtme~t-eempa"y-er-i"~eetme"t-t~tlet-ta~eg-ee:i~ery 
e~-the-eo::ete~e!-e±the~-ci~~eet=7-e~-thretl9h-en 
etlther±~ed-etlgtedie". 

16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Sec. 14. EFFECTIVE DATE. This Act, being deemed 
of immediate importance, takes effecc upon enactment. 
The requirements for adoption of rules, writte~ 
investment policies, aud,r s:andards, and other 
administrative duties sha~l be implemented as soon as 
possible but not later than September 1, 1992. This 
Act does not apply to an inves~ment made on O~ before 
the effective date of ~h~s Act or ~o a joi~: 
investment trust crga~ized pu~suan: to chapte~ 2SE 

29 pricr to the effective dat~ of this Act, exce?t that 
such a joint investment [rust shall fu1~i comply with 
this Act by July 1, 1993." 

30 
31 
32 
33 
34 
35 

2. TiLle page, by striking lines 1 through 5 and 
inserting the following: "A~ Ac~ relating co 
regulating the investment of publ:c funds and 
providing an effective date." 

By COMMITTEE ON COMMERCE 
PATRICK J. DELUHERY, Chairperson 

SENATE FILE 2036 
S-5018 

1 Amend Senate File 2036 as follows: 
2 1. Page 2, line 27, by inse,ting before troe wo.d 
3 "ASSISTANCE" the following: "INFORMATION AND 
4 TECHNICAL". 
5 2. Page 2, line 29, by inserting before (he word 
6 "assistance" the following: !'technical'l. 
7 3. Page 2, line 32, by inserting before th "O".~ 8 lIass:st-~c If ,-' t:. ~, . ..e w -

.. al; e .... '1e ,:",o"':'..LOWlng= "technical". 
9 4: Page 3, line 3, by inse::ing before the word 

10 "aSslstance l
• the following: "technical'l. 

By COM..\1ITTEE ON SW.T2 GOVER'i!<!2N7 
JOHN KIBBIE, Chai:persor. 
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SENA'l.'E FILE 2036 
S-5118 

1 ~~end the amendment, 5-5085, to Senate File 2035 as 
2 follows: 
3 1. Page 1, by inserting before line 4 the 
4 following: 
5 ·Sec. Section 11.2, Code 1991, is amended to 
6 read as follows: 
7 11.2 ANNUAL SETTL~.ENTS. 
8 1. The auditor of state shall annually, and 
9 oftener if deemed necessary, make a full settlemenc 

10 between the state and all state officers and 
11 departments and all persons receiving or expending 
12 state funds, and shall annually make a complete audit 
13 of the books and accounts of every department of the 
14 state. 
15 Provided, that the accounts, records, and documents 
16 of the treasury department shall be audited daily. 
17 Provided fUrther, that a preliminary audit of the 
18 educational institutions and the s:ate fair board 
19 shall be made periodically, at least quarterly, to 
20 check the monthly reports submitted to the director of 
21 revenue and :inance as required by section 421.31, 
22 subsection 4 and that a final audit of such state 
23 agencies shall be made at the close of each fiscal 
24 year. 
25 2.:n conjunction with the audit of the state 
26 board of regents required under this section, the 
27 auditor of state shall also perform tests for 
23 compliance with the lnvestment policy of a reasonable 
29 number of investment transactions in relation to the 
30 total investments and quantity of transactions in the 
31 pe~iod audited. The results of the compliance testing 
32 shall be reported by the auditor of state in 
33 accordance with generally accented auditing standards. 
34 The auditor of state may also make recommendations for 
35 changes to investment policy or practices. The state 
36 board of regents is responsible for the re~ec~ 
37 reported noncompliance with its policy or prac":ces. 
38 Except for security for public deposits as provided 
39 in sections 453.16 through 453.19 and sections 453.22 
~O and 453.23, as part of its audit, the state board of 
41 reaents is responsible for obtaining and providing to 
42 the auditor of state the audited financial statements 
43 and related report on internal control struc:ure 0: 
44 outside persons, performing any of the following for 
45 the state board of regents: 
~6 a. Investi~q public funds. 
47 b. Advising on the investrr.ent of public :unds. 
48 c. Directi~g the deposit or investment of puol:c 
49 :u~ds. 
50 d. Acting in a fiduciary C2Dacity fc: the state 
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1 board of regents. 

~'lARCH 2, 1992 

2 ____ The r~view by the auditor of stc.ce of the most 
3 recent a~nual report to shareholders of an ooan-end . ------_... , -
4 rnanagemen~ 1~v2strnent co~paGV C[ 2~ unlnco:2or~ted 

S jnvestme~t company or invEstment c:~s~ (eCi5~er2~ w,:~ 
'~h f ,...., ... "" -,,..:,,',,,, "c''':' " ""r."'.... '-'7-:::'~'~_-o :-. e eOc'r..::::. ... sec· ..... _ .:...=...._cS , ... ,\..... CX"-.IG •• ge corn ... YTllSo.J: ,-" ,-: •. G...::,.~_ 

'1 the fed2ral I:1vest.uer.<: Corr;pa~v ; .. ~'~-: of 19/~O; l.:, ~-_S.~. 

8 § 80{a-);-~QL!rsua:1t to 17 -'>J.R_~_.~70.30d-l ,:i~,iT~ ... --­
q satisfy the review :egt:irerr:er:ts ._~;. __ i:./:'.i.s_~~~~~,~~~':'o .. -

lO All outside ?ersons shall !:,:)~i;/ ~n vlricinLc~le 
1"' s.'te board Oh recen;-s suo' r-1:--~~;0"" ~~~ I-..,in :-!-; -7V Q~VS ->- ....... 0. .L "'.t ~ I..oi ... v ... ....., ... 1 ...... \,.~ .......... _. _, Ct 

12 of receipt of communicadcr: from t:-,e auditor of scat;<,: 
1.3 or any regulatory authority of the existence 6{ a 
14 mate:ial weakness in internal control structure, or 
1:' ~reg.ulatorv complaints, orders; or sa:1ctions z.(~ai.~~~~~ 
16 _J:..h.::= outside person. This provisio<, to provide noti£;: 
1J shall not be limited, or avoided~ ~y contract. 
IS ----Provided, however, that to the extent that a 
i9 provision of this subsection conZlicts with federal 
)0 law, it shall be construed to avoid-such conflict. 
;1. To the extent that a provision of this subsection 
22 conflicts with federal law, it shall be construed tci 
23 avoid such conflict. 
24 Sec. Section 11.6, subsection 1, Code 
2'; supplemel1t1991, is amended to read as follows: 
26 1. a. The financial condition and transactions of 
27 all cities and city offices, counties, county 
28 hospitals organized under chapters 347 alld 347A, 
29 memorial hospitalS organized under chapter 37, 
30 e:1tities organized under chapter 28E having gross 
31 receipts in excess of one hundred thousand dollars In 
32 a f-iscal year, merged areas, area education agencies, 
33 and all school offices in school districts, shall be 
34 examined at least once each year, except that cities 
3S having a popUlation of seven hundred or more but less 
16 than two thousand shall be examined at least once 
37 every four years, and cities having a popula~ion of 
38 less than seven hundred may be examined as otherwise 
39 provided in this section. The examination shall cover 
40 the fiscal year next preceding the year in which the 
41 audit is conducted. The examination of school offices 
42 shall include an audit of all school funds, the 
43 certified annual financial report, and the certified 
44 enrollment as provided in section 257.11. 
45 Examinations of community colleges shall include a:1 
46 audit of eligible and noneligible contact hours as 
47 defined in section 286A.2. Eligible and noneligible 
48 contact hours and the certified enrollment shall be 
4S certified to the departmenc of ma:1agement. 
50 SubJect to the exceptio:1s and requiremen~s of 
5-5:18 -2-
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1 subsection 2 and subsection 4, paragraph "c", 
2 examinations shall be made as determined by the 
3 governmental subdivision either by the aucitor of 
4 state or by certified public accountants, certified in 
5 the state of Iowa, and they shall be paid =rJffi the 
6 proper public funds of the sovernmental subdi'iision. 
7 b. In conjunction with the audit of the 
8 governmental subdivision required ~nder this section, 
9 the person performing the audit shall also ~e=forrn 

10 tests for compliance with the inves~ment policy of a 
11 reasonable number of investment tr2nsactions in 
12 relation to the total investments and quantity of 
13 transactions in the period audited. The results of 
14 the compliance testing shall be reported in accordance 
15 with generally accepted auditing standards. The 
16 person performing the audit may also make 
17 recommendations for changes to investment policy or 
18 practices. The governmental subdivision is 
19 responsible for the remedy of reported noncompliance 
20 with its policy or practices. 
21 Except fot security for public deposits as provided 
22 in sections 453.16 through 453.19 and sections 453.22 
23 and 453.23, as part of its audit, the governmental 
24 subdivision is responsible for obtaining and providing 
25 to the person performing the audit the audited 
26 financial statements and related report on internal 
27 control structure of outside persons, performing any 
28 of the following for the governmental subdivision: 
29 (1) Investing public funds. 
30 (2) Advising on the investment of public funds. 
31 (3) Directing the deposit or investment of public 
32 funds. 
33 (4) Acting in a fiduciary capacity for the 
34 governmental subdivision. 
35 The review by the person performing the audit of 
36 the most recent annual report to shareholders of an 
37 open-end management investment company or an 
38 unincorporated investment company or investment trust 
39 registered with the federal securities and exchange 
40 commission under the federal Investment Company Act of 
41 1940, 15 U.S.C. § 80(a), pursuant to 17 C.F.R. § 
42 270.30d-l shall satisfy the review requirements of 
43 this lettered paragraph. 
44 All outside persons shall notify in writing the 
45 governmental subdivision within thirty days of receipt 
46 of communication from an independent auditor or any 
47 regulatory authority of the existence of a material 
48 weakness in internal control structure, or regulatory 
49 complaints, orders, or sanctions against the outside 
50 person. This provision to provide notice shall not be 
S-5118 -3-
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i 1~8ited/ ()r avoided, by contract. 
2 The 3'-lciicor ?.c ~join~ ':':1vC\s~mer.c trust st.2-:::" :~ __ ,:: 
J all ~:·:~r::.:.~',~::.c~o.:.~ ... ~epo:ts wit.> ,~":(1 z.?rr}J1:_istrc.~·~::;;: '-'~ i . .02. 
4. s2curit:es b~:-22U of th:i;: ':'r.s~.:.:.·::c,:: ~.J..\l~S:.,·.i. :.-'~ ::-;:", 
f" '-' -, :"1~:-- ," ..... '- r.: -~- ~ r .. ; ....... : l'" .-.-.... •• - '--:--:"-~:-:::- -,-:::-'--'--- - . '. 
) v;::p.:;,_ .. one: ...... OJ.. '-'.?lIt.r. •. ,e .... ce W.J..(.,~ •• __ ~I' '.~c.~~::-_~_ . __ j_-....:.....:.:.....::~~~ .. 
U the exami(jatio;:~ The ~\.!d:t()~ :?~-:.:l}" ""~ .. ..::"-=6:"=- """' ?10~~ .. ~ 
7 the admin 2 s t ~ <:: tor 01:-" an'] v :'01 a~: ivr~~;"' ·6r·w~";( .~. ~:~~ ". 
R inter"nar' ccr.tro':' st!."uct·ur-6~-- -. --,-
o 
J Provided, ::owever ~ t;-,c:t if ,2 QOV2rnmer;t.<::l":' 

IO subdivision does not have an 2nn~ci~l auci.:t r th2 
;.. .... qcvernmer.t~.l SUbdivision sha~:!. not CO:1tracc .~,~:~ '~:~nC:'~ 
l} outside person othe= than e joint investment ~[~~~ 
l3 Du,suant to section L;52.1C, st:jseccion 5, pardS,'2,)h 
14 Of II. 
1S Sec. Section 11.6, subsection 4, COGe 
co Suppleme:lt 1991, is amended by adding the fol:owing 
IJ new unnumbered paragraph: 
18 NEW UNNUMBERED PARAGRAPa. An examination unJer 
19 thIS subsection shill include a determination of 
20 whether investments by the governmental sub~ivisio~ 
21 are authorized by state law." 
21 2. Page 1, line 8, by striking the words "a:ld 
23 agencies" and inserting the following: " 
24 instrumentalities, and agencies of the state". 
25 3. Page 1, by striking lines 22 through 45 and 
26 inserting the fOllowing: 
27 "The treasurer of state shall adopt rules pursuant 
76 to chapter l7A for providing technical information and 
29 assistance to political subdivisions, 
30 instrumentalities, and agencies of the state 
31 authorized to invest funds whiCh are seeking to invest 
32 public funds. The treasurer 0, the treasurer's 
33 designee shall provide technical information and 
34 assistance to a political subdivision, 
3S instrumentality, or agency of the staLe authccized to 
36 invest funds at the request of the political 
37 subdivision, instrumentality, or agency of t~e staLe 
38 authorized to invest funds, including but not limited 
39 to technical information regarding the statutory 
40 requirements for investments by the political 
41 subdivision, instrumentality. or agency and technical 
42 assistance to enable the political subdivision, 
43 instrumentality, or agency to invest funds in 
14 accordance with state law. However, the fact that 
4S ~nformation and assistance are provided under ~his 
46 section to a politica: subdivision, instrumentality, 
17 or agency authorized to invest funds shall not make 
~8 t~e state, the treasurer of state, ~r the treas~rerls 
49 designee liable to a political subdivision, 
~O j~strumentQ~itYf or agency of the st2te in any ma~~er 
S-5118 -4-
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0: 2::=e~se l~cur~ed by the 
:~~~:~~e~~a_:ty, 0: agency 

~ .... -- -
.:.. _._ J 

::.::e 

5~~sec:~o:: 2. Cede 199._ - ~ _. 
:- =.2,::, ':=;'3 ::; __ -:;· ... ·-s: 

~. ~~e prec~~e ~:;2~~=a:~.:~, cQmpos~:ion a~c 
~ ~at~:? 0: a~y sc?c:c~~ ~ega~ :: aaMi~istrative enti 

!G 2~ea:ed :~e=eby toget~e~ ~~::.~ :~e pOwers delegated 
~_ :~ereto, p~ov:~ed suc~ e~:~:y ~a'l be legally createc. 

~cweve=, if t~e ag~eeme~~ 2s:a~:~5hes a seoarate leca: 
............ ~m~ ..... ~- .. -~-:· ~- -; .. ~. - · .... e ........ ;,-" -h~l' .. ,he~ 
,-" • .;;. ..... 4 • .:. .. ..;.:=. ...... G ....... V12 e:1 .............. :: ...... ~, -=;.~ ......... ~ Q ... ..:.., wl. I. 

-~ :,.,'Je-==-· ..... .- ':;-;-r- corn,....."· '.f- .... :~- .......... --~·:sions of _., ~,-"",'1 _ ........... ':::>/ _.1t-'-1 -"Y __ •••••• t' __ ' __ J _ _ • -

sec::ons 452.10 and ~52.10A :~:cuqt 4S2.10C and ccher 
16 aco:~cab:e law." . 
:7 5. ?age 3, by inse~~:ng af:e~ :i~e 10 t~e 
!8 :o~::'o\oii:1g! 
19 I'T~e ::eas~rer of s:ace a~d ~he t~easure~ of eac~ 
20 90li:!ca: s~bd:v:s:on shal: a~ a:: c~mes Kee~ :~nds 
2:. 

25 
2' c 
27 
25 
29 
30 

35 
36 
-, 

39 
40 

co~:~g into the:: poss~ssic~ as ?~~lic ~oney i~ a 
vau~t or safe to be provided for ~hat ?urpcse __ L~ 

o~e or mc~e deposito:ies appro~ed pursuan: ~~ chap~er 
45~. However, the t~eas~=er 0: Sf.a:e and ~~e 
treasure: of each ~o:itical s~bdivisic~ s~al: ~~vestf 
u~less otherwise p:cvided, any pubiic fu~ds ~c~ 
cur:en:ly ~ee~ed in investme~ts a~:hotized by :h~s 
sect:0n. " 

6. ?age 3, by s~:~~i~g l:ne 34 a~6 :~serti~s the 
eollcwi~g: llli~i~ed to, ccmp:~a~ce wich s~ate law, 
"';:ve",-==~O:;·cacion :n-~"r~-y ~··a·;-" .=. .... 0" ...... .:. ... ~..1.;" ~ _ ,. ICO "" '-'_..1...... , '-! .... ~ ~ .... ::. ' II • 

7. Page 3, line 40, by i~se~t:~g af:e: :~e wcrd 
Ilins~r~me~ta:ities'l the ~01:owi~S: I'~ha~ are i~s~:ed 
c::- tillly gua~arlteed by :~e ~~i :.~c 'states cf .~: .. ;:;et :.C~ II. 

8. ?age 4, :i~e 1, by i~se~~:~g af~er L~~ ~or2 
'Ipape::- " ~he following: "and o~he= 3hcrt-te~~ 
co~po=ate debt". 

9. Pace 4, iine 2, by i~se:~i~g a~~er t~e wcrd 
"paper" t~e following: "and debt". 

~O. Page 4, ~ine 18, ~y i~se::-ti~g af:e: ~he 
~: E~g~re 1'270.2a-7" che ~cllowing: I. the ?ortfclio 
~2 ~hic~ is :~mited ~c i~vest~er.ts aut~crized ~y 

parag:aphs "a 'l :hrough Ile'·!'. 
~L. ?ags 4, :i~es 21 th:o~S~ 24, ~y s~:ix~~g ~~e 

~o:ds II, i~cl~ding e~:i:ies o::-ga~~zed oursua~t :0 
cha~:e: 28E w~cse pri~a:y functi~~ is o~~e::- ~~a~ :0 
~oin:~y ~~ves~ p~biic ~~nds,". 

:2. ?age 4, l!ne 27, 8y :~se::~~g afte: :~e ~c=~ 
"~~s~:u~e~ta:~~ies" the ~~::~W~~~: "~~ac a:e :~s~:~~ 

s: ~: ~~~:y g~a:a~~eed 
5-5113 -:;.-
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1 13. Page 4f line 32, by striking the words I's~all 
2 j2 i~ pap2r l

; ~nd ins~rti~)g the following: I'and oth2r 
3 s~~ort-~erm corporate debt shall bell. 
~ l<:. 81 5::ci;;;_Cl9 t"'S'" 4,. cine 47, through page 5, 
5 line ), 2n( iI1S2:t~~S the ~ollowing: Itchapter 28E 
6 organizec ,J~ioc -::; oro ez~' __ - -g in good standing on 
1 the effectiv~ dzte of this Ac(. Provided that the 
8 joint lnves(men~ tr~st shall be rated within the two 
9 higtest classifications by at least one of the 

10 standard ra~ing services approved by the 
11 superintendent of banking by rule adopted pursuant to 
12 chapter 17A. 
13 g. An open-end management investment company, or 
l4 an uClincorporated investment company or investment 
15 trust, 0-: a joint invescment trust organized pUrSi!ant. 
16 to chapt~r 28£ on or after the effective date of this 
l7 Act: provided that such entiti3s are registered under 
)8 the federal Investment Company Act of 1940, 15 i;.S.C. 
19 § 80(a), and are operated in accordance with 17 C.F.R. 
70 ~ 270.2a-7, the portfolio of which is authorized by 
71 section 452.10. An open-end management investment 
7.2 company, or unincorporated investment company oc 
23 investment trust, or a joint investment trust 
21 organized pursuant to chapter 28£ on Or after the 
25 effective date of this Act shall be rated within the 
26 two highest classifications by at least one oE the 
27 standard rating services approved by the 
28 superintendent of banking by rule adopted pursuant to 
29 chapter 17A." 
30 15. Page 5, by inserting after line 5 the 
31 tollowing: 
12 "~he trading of securities in which public funds 
33 are invested for the purpose of specula cion and the 
14 realization of short-term trading profits is 
35 prOhibited. 
36 The investments by a political suoa~V~Slon or 
37 agency must have maturities that are consistent with 
38 the needs and use of that political subdivision or 
39 agency." 
40 16. Page 5, by striking lines 11 through 50 and 
41 inserting the following: 
42 "I. The investment of public funds which are 
43 operating funds by a political subdivision shall be 
44 subject to the following: 
i5 a. As used in this section, "operating funds" 
~b meallS those funds which are reasonably expected to be 
4J expended during a current budget year or within 
~8 fifteen months of receipt. 
49 b. Operating funds must be identified and 
50 distinguished from all other funds available Ear 
S-~llg -6-
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1 investment. 
2 
3 
• ~ 
5 
6 
7 
8 
9 

10 
11 
:2 
13 
14 
15 
16 
1 .., 
~ , 
18 
19 
20 
21 
22 
23 
24 
25 

c. Ope~a~i~~ :~nds may o~ly be invested in 
investments whic~ mat~re w~thin three hundred n nety­
seven days o~ less and which are authorized by aw ~:= 
the investing public entity. I~ the operating unds 
are being invested jointly, ,~e following addit onal 
requirements apply: 

(1) The weighted average ~aturity of all operatir.; 
fund investments shall not exceed ninety days. 

(2) In order to assure that the investments can be 
liquidated without risk of principal 105s, the market 
value of the investments must not be permitted to 
fluctuate by more than one-half of one percent from 
the amortized cost thereof. I: larger fluctuations 
occur, actions must be taken promptly to maintain the 
principa~ value of such investments. 

2. All investments of public funds by political 
subdivisions shall be subject to the :ollowing: 

a. Each investment must be authorized by 
applicable law and the written investment policy of 
the political subdivision. 

b. The trading of securities in which any public 
funds are invested for the purpose of speculation and 
the realization of short-term trading profits is 
prohibited. 

26 c. Investments by a political subdivision must 
27 have maturities that are consistent with the needs and 
28 use of that political subdivision or agency. 
29 d. Each political subdivision whose investments 
30 involve L~e use of a public funds custodial agreement, 
31 as defi~ed in section 452.10C, shall comply with ru~es 
32 adopted pursuant to section 452.10B relating to those 
33 investments. All contracts providing for the 
34 investment of public funds shall be in writ~ng ane 
35 shall contain a provision requiring that all 
36 investments Shall be made in accordance with the laws 
37 of this state. The oolitical subdivision a~so shall 
38 submit information about investments involving outside 
39 persons to the treasurer of state as required by rule 
40 adopted under section 12.1 which shall be public 
~l records under section 22.1. 
42 e. A contract for the investment or deposit of 
43 pub,ic funds shall not provide for compensation of an 
44 agent or fiduciary based upon investment performance. 
45 3. A treasurer of a political subdivision may 
46 invest funds of the political subdivision or agency 
47 that are not operating funds in investments having 
48 maturities longer than three hundred ninety-seven 
49 days. Subsection 1 does not app:y to public funds 
50 that are not operating funds or to public funds that 
S-5118 -7-
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1 a~e i~vested u~cer the provisions of a resolution 0: 
2 i~de~tl!~e tor the issuance of bonds, notes, 
'3 ccttif~;:'=:t::.'~ .. :,i2.rr.s.:1ts; 0': other evidences of 
4 i~debtedness i~ such inv~s~ments are classified or 
5 approved as in~~stme:lts Ec: ~~nicipal financing, 
6 within the two ~)ishes: C12zs~Eications by at least O;'J~ 
7 of the standard rating servic~s approved by the 
8 sllperintendent of ba~ki~S by _ule pursuant to chapte~ 
9 l7A. 

10 4. As used in this seccion, "public funds" means 
11 all funds that are public funds within the meaning of 
12 section 453.1, subsection 2, paragraph "b", except 
13 state funds inv~sted by the treasu:er of state. 
14 S. This section shall not be construed to 
15 ~upersede any provision of this chapter or of chapter 
16 453. 
17 Sec. NEW SECTION. 452.10B WRITTEN 
18 INVEST~ENT ?OLICIES. 
19 1. ?olitical subdivisions shall approve writte~ 
70 ~llvestment policies which incorporate the guidelines 
71 specified in section 452.10, sections 452.10A through 
22 452.10C, ana any other provisions deemed necessary to 
23 adeqllately safeguard invested public funds. 
24 2. The written investment policy required by 
2S ~ection 452.10 shall be delivered to all of the 
26 following: 
27 a. The governing body or officer of the public 
7.8 entity to which the policy applies. 
29 o. All depository institutions or fiduciaries for 
30 public funds of the public entity. 
31 c. The independent auditor of the publIC entity." 
32 17. Page 6, by striking lines 1 through 38. 
]J 18. Page 7, by striking lines 30 through 33 and 
34 l:!serting the following: "funds as defined in section 
15 453.1. However, this section does not apply ~o public 
]6 funds that are invested under the provisions of a 
37 resolution or indenture for the issuance of bonds, 
38 notes, certificates, warrants, or other evidences of 
39 indebtedness. To the extent that a provision of this 
40 section conflicts with federal law, it shall be 
41 construed to avoid the conflict." 
42 19. Page 8, by inserting after line 19 the 
13 folloYling: 
44 "Sec. NEW SECTION. 502.701 PUBLIC JOINT 
·15 INVEST~ENTTRUSTS. 

1,6 A joint investment trust organized pursuant to 
17 chapter 28E for the purposes of joint investmel!t of 
48 p~blic funds is subject to the jurisdiction and 
49 authority of the administrator, including al~ 
50 r2quirements of this chapter, except the regl~tration 
S-~11a -8-

• 



S-5118 
Page 9 

1 provisions of section 502.201 and 502.218. 
2 2. The administrator may make examinations within 
3 or without the state, of the business and records of 
4 each joint investment trust, at the times and in the 
5 scope as the administrator determines. The 
6 examinations may be made without prior notice to the 
7 joint investment trust or the trust's investment 
8 advisor. The administrator may copy all records the 
9 administrator feelS are necessary to conduct the 

10 examination. The expense reasonably attributable to 
11 the examination shall be paid by the joint investment 
12 trusts whose business is examined, but the expense so 
13 payable shall not exceed an amount which the 
14 administrator by rule prescribes. For the purpose of 
15 avoiding unnecessary duplication of examinations, the 
16 administrator may cooperate with other regulatory 
17 authorities." 
18 20. Page 8, by striking lines 27 through 31 and 
19 inserting the following: "the effective date of this 
20 Act." 

\ ' 
• ""N ", -'. _,",1:" 

By RICHARD VARN 
WILLIAM D. PALMER 

S-5118 FILED FEBRUARY 28, 1992 

SENATE FILE 2036 
S-5117 

1 Amend the amendment, S-5085, to Senate File 2036 as 
2 follows: 
3 1. Page 1, line 50, by striking the words and 
4 figures "sections 452.10 and 452.10A and other 
5 applicable law" and inserting the following: "section 
6 452.10". 
7 2. Page 2, by inserting after line 6, the 
8 following: 
9 "The board shall have written investment policies 

10 which include listings of authorized and unauthorized 
11 investments, approval processes for the selection of 
12 investment managers and other investment 
13 professionals, allowable maturities for fixed income 
14 securities, and provisions for regular and frequent 
15 board oversight, including audiL. The board's 
16 investment policy shall cover endowment and 
17 nonendownment investments." 
18 3. Page 4, lir.e 13, by inserting after the word 
19 "permitted" the following: "except with respect to 
20 endowment funds or investments held under deferred 
21 compensation agreements". 
22 4. Page 4, line 18, by inserting after the figure 
23 "§ 270.2a-7" the following: "or "The Common Fund For 
24 Nonprofit Organizations" or its affiliates, provided 
25 that the persons managing the funds are regulated by 
26 the federal securities and exchange commission as an 
27 investment company under the federal Investment 
28 Company Act of 1940, 15 U.S.C. § 80(a)." 

By RICHARD J. VARN 

S-5117 FILED FEBRUARY 28, 1992 



SENATE FILE 2036 
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, ~"end the amendment, 5-5085, to Senate ?ile 2036 as 
2 fo:lows: 
3 1. Page 3, ~:ne 44, by inse~Ling a:te: the word 
4 "acceptances" the following: "t~at mature within o~e 
5 hundred eighty days and that are e:igib1e for purchase 
6 by a federal reserve bank, provided that no more than 
7 te~ percent of the investment Dortfolio of the 
8 trea;u:er of sta~e or any othe~ state agen~y shall be 
9 in investments authorized by this paragraph". 

10 2. Page 3, line 46, by inserting after ~he werd 
11 "debt" the Eollo~ing: "that matures within one 
12 hundred eighty days and that is". 
13 3. Page 4, line 2, by inserting after ~he word 
:~ "classification" the following: II, and provided 
15 further that no more than ten oercent of the 
16 investment portfolio of the treasurer of state or any 
17 other state agency shall be in investments au~ho:ized 
18 by this paragraph". 
19 4. Page 4, line 31, by inserting after the word 
20 "acceptances" the followi~9: I't~at matu:e within c~e 
2l hundred eighty days and that are eligible for purchase 
22 by a federal reserve bank, provided that no more than 
23 ten percent of the investment portfolio of the 
24 treasurer of state or any other state agency shall be 
25 in investments authorized by this paragraph". 
26 5. Page 4, line 33, by inserting after the word 
27 "debt" the following: "that matures withi~ one 
28 hundred eighty days and that is". 
29 6. Page 4, line 39, by inserting after the word 
30 "classification" the following: ", and provided 
31 further ttat no more than ten percent of the 
32 investment portfolio of the treasurer of state or any 
33 other state agency shall be in investments authorized 
34 by this paragraph". 

5-5121 FILED MARCH 2, 1992 
~/d ·'1;" 

By DERRYL McLAREN 
JIM KERSTEN 
HARRY SLIFE 

• 
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SENATE FILE 2036 
S-5123 

1 AT-end the amend~ent, S-5085, to Senate File 2036 as 
2 follOWS: 
3 1 Page 7, by inserting before line 34 the 
4 following: 
5 "Sec. Section 453.1, subsection 2, paragraph 
6 a, Code 1991, is amended to read as :ollows: 
7 a. "Depository" means a bank er-e~y-e~~±ee-e~-a 
8 oe~~-who~e-eeee~~ts-ere-±~s~ree-b7-the-fe6ere~-ee?o~±t 
9 i~~~ra~ee-ee~ooret±on/-er, a savings and loan 

10 e~~oe±ee±e~-e;-e-~e~±~g~-benk-or-en7-breneh-eE-a 
11 se~ings-e~e-~een-e~~ee±et±en-er-~e~ings-benk-wheee 
12 8ee~~~~s-e~e-in~~~ed-by-~~e-fede~e~-~e~±~9s-~~o-~ea~ 
l3 ±ns~renee-eoroeret±en, or a credit union instlreci-bv 
14 t~e-~atione~-~~ee±~-~~~e~-eam~n±~~ree~en i~ which ~ 
25 public funds are deposited under this chanter. 
16 Sec. Section 453.~, subsection 2, Code 1991, 
17 is amended by adding the foilowing new paragraphs: 
18 NEW PARAGRAPH. c. "Bank" means a corporation 
19 engaged in the business of banking authorized by law 
20 to receive deposits and whose deposits are insured by 
21 the bank insurance fund of the federal deposit 
22 insurance corporation and includes any office of a 
23 bank. 
24 NE ... ' PARAGRAPH. d. "Savings and loan" !:leans a 
25 corpora~ion authorized to operate under chapter 534 or 
26 the federal Home Owner's Loan Act of 1933, l2 U.S.C. § 
27 146l, et seq., a~d includes a savings and loan 
28 association, a savings bank, or any branch of a 
29 sav:ngs and loan association or savings bank. 
30 NEW PARAGRAPH. e. "Credit union" means a 
31 cooperative, nonprofit assooiation incorporated under 
32 chapter 533 or the federal Credit Union Act, 12 U.S.C. 
33 § 1751, et seq., and that is insured by the national 
34 credit union administration and includes an office of 
35 a credit union. 
36 NEW PARAGRAPH. f. "Financial institution" means a 
37 bank, savings and loan, or a credit union. 
38 Sec. Section 453.1, subsection 3, Code 1991, 
39 is amended to reac as follows: 
40 3. A deposit of public funds in a depository 
41 pursuant to this chapter shall be secured as fOllows: 
42 a. If a depository is a savings a~d loan 
43 association, a-sa~±ngs-bank7-o~-an-efE±ee-of-a-~a~~n9s 
44 end-xoen-as5ee±at±en-or-se~inge-ben~7 the" ehe public 
45 deposits in eheee-eepesieerie5 the savings a~d :oan 
46 association shall be secured pursuanc to sections 
47 453.16 through 453.19 and sections '53.23 and 453.24. 
48 b. If a depository is a bank, e~ee±t-tlniOn7-er-an 
49 eff±ee-ef-a-ban~-er-e~ed±e-ttn±en7 then ~~e publio 
SO deposits in enese-de?05iterie5 the bank shall be 
5-5123 -1-
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1 secured pursuant to sections .53~ii-t~reti~:' ~~3.~!,. 
2 453.23, and 453.24. 
3 ~I_( the depository is a credit 'lnion, r.:-12:! 
4 p~bli<:... c2posits 1:1 the c::-edi::' union 5ha~ i. be sE:~.uJed 
5 e~rs~ant to sectJ.ons 453.22 t~[oUQh 453.2~~ 
G Sec. Section 453.15, Code 1991, is amei~(led to 
7 reao as fOllOWS: 
8 453.15 REST?:CTION os REQUIR:NG COLLA~E~hL_ 
() 1\ local. <;overnr.1e~t sha:: :~ot requ':';:'e <: plei:<;2 :..>t 

10 collateral tor that portion of the lccal gove:~ffie:,t's 

.!...!.. deposits in a depe:!itor"y-±fts~itttt:::-en .~~yi.ngs dnc ,:"c~:1 
12 or credit u~jo~ t~at is cove:?d by insura~cc G[ a 
],3 federcil ~genc~-or i~str~~e~tality ~~e~eciin9-~~e 
~4 federB~-d~~e~±t-±~~tranee-curp~~~tio~~-~he-federa~ 
is 58Vin9g-dftd-~~an-~~sbr8~ee-ee~~e~a~ien7-o~-t~e 
16 netion8±-ered~~-enio~-ed~i~~et~a~~on.t' 
17 7. ~age J, by s:riking lines 31 :h~O"Sh SO ~~d 
18 ~nse:tlng the following: 
19 "Sec. Section 453.i6, subsection I; 
21l 'lnnumbered paragraph 1, Code :991, is ame1~dec to read 
21 as :ollows: 
22 BefoJ'e a deposit of p~blic funds is made by d 

73 p'Jb2.:c officer wi::h a cieposi~e"l"j-±~!;ei-'Ct't-;:e~~ ~.~1it;.9.E. 
?~ a_J_~d loan in excess 0:' the amO:.lr.t federall5 ,insured by 
2~ 0edertl±-deposit-~~S~~&Mee-ar-iecierat se¥~~;~-~"d-~e8n 
~G ±~S~?~M~~7-e"d-beEore-~he-i"vestfflent-of-~~hi~e-~a~d5 
)7 ~n-i~V~~~ffle"t5-~tthor~~ed-i~-5eetion-+5~~~S-wh±eh 
28 either-ere-"ot-ob~±~ati0M~-af-er-;~a~a"te~~-o7-t~c 
29 Hn~~ed-S~a~e~-90ve~~~e~~-e~-~My-o~-it5-e;ene~e~y-~~e 
3U ~n-e3ee~M-ef-the-affle~Mt-±"~e~ed-b7-federai-depe9it 

31 ±"~artl"ee-er-fe6er8±-~~¥*~gs-a~ci-io~"-~"SdCa"~~7'-e~ 
32 are-~"'~Htffle~ts-6y-the-~re8sa~er-o~-e~ate-s?ec~fica~±y 
33 tl~tho~ized-by-eeet±o"-452;ie-to-be-made-tis-add±t±e"di 
34 in¥e5tme"te-tt"der-5eetie"-97B~77-eti6see~i~"-?7 
3S p8raqr8~M-llbll, the public officer shall obtaIn 
36 security for the deposit a~-r"¥estme"t by one or more 
37 uf the following: 
38 Sec. Section 453.16, subsection 1, paragraph 
39 a, Code 1991, is amended to read as follows: 
40 a. The de~ositery-i"etitat±e" savings and loan may 
41 give to the public officer a corporate surety bond of 
42 a surety corporation approved by the treasury 
43 departmellt of the United States and authorized to do 
44 business in this state, which bond shall be in all 
4~ amouJlt equal to the public funds on deposit at any 
46 lime. The bond shall be conditioned that the deposit 
~·7 shal~ be paid promptly on the order of the public 
18 officer making the deposit and shall be appro~ed by 
19 the officer making the deposit. 
50 Sec. Section 453.16, subsection 1, paragraph 
S-~123 -2-
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1 h, unnumbered paragraph 1, Code 1991, is a~ended to 
2 read as follows: 
3 The depo~ito~y-±n~tittltio~ savi~qs and lean rr.ay 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
1 -- / 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

deposit, maintain, pledge and assign for the benefit 
of the public officer in the manner provided in this 
chapter, securities approved by the public officer, 
the market value of which is not less than one hundred 
ten percent of the total deposits of public f~nds 
placed by that public officer in the de?esitery 
instit~t±en savings and loan. The securities shall 
consist of any of the following:" 

3. Page 8, by inserting before line 20 the 
~ollowing : 

'·Sec. Section 453.16, subsection 2, Code 
1991, is amended to read as follows: 

2. If public funds are secured by both the assets 
of a de?eeite~y-±nstittltien savings and loan and a 
bond of a surety company, the assets and bond shall be 
held as security for a rateable proportion of the 
deposit on the basis of the market value of the assets 
and of the total amount of the surety bonds. 

Sec. Section 453.17, subsectio~ 1, unnumbered 
paragraph 1, Code 1991, is amended to read as follows: 

A depesite~y-instittttien savings and loan which 
receives public funds shall pledge securities owned by 
it as required by this chapter in one of the following 
methods: 

Sec. Section 453.17, subsections 3 and 4, 
Code 199~are amended to read as Eol:ows: 

3. All deposits of securities, other than deposits 
of sec~rities with the appropriate public officer, 
shall have a joint custody receipt taken for the 
securities with one copy delivered to the public 
officer and one copy delivered to the de~ositery 
~"~t±t~tie" savings and loan. A depesitery 
~netit~tie" savings and loan pledging securities with 
a public officer may cause the securities to be 
examined in the officer's office to show the 
securities are placed with the officer as collateral 
security and are not transferable except upon the 
conditions provided in this chapter. 

4. Upon written request from the appropriate 
public officer but not less than quarterly, a 
de~ee±tery-i"stittltien savings and loan shall report 
the par value and the market value of any pledged 
collateral and the total deposits of public :unds of 

47 that officer in the depos~tery-±~~tittltien savings and 
48 loan. 
49 Sec. Section 453.18, Code 1991, is amended to 
50 read as follOWS: 
S-5123 -3-
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4~3.18 CON~!T!O~ OF SECURi~Y. 

2 ~he ~ondition o~ the surety bond 0: c~e dpOOf;~t 0: 
~ seCllrities, instr~~ents: O~ a joi::t CUGto~y :~!ceip:~, 
4 mllst b.: that the riepesi~ery-±~5~it~t±e~ s2v~nqs ard 
~ ~oan will pro~ptly pay to the ?artics enti.-led p~~:~c 
fj f~(~ds; incl:;ding any interest on c:;e f~ll:CSr i ~ i. ~s 
7 custody lipO~ lawful de~and aJld, when r2q~lired by law, 
S pay the ~l;~ds to the public officer who ~ade ,.i1e 
Y dcnoi;it. 

10 Sec. Section 453.i9, s~oscctions 3 and 4, 
.!.. .... Code 199~are amended to read as ::ollows: 
12 3. In the even~ Or Sl!l:")st.:t...:tion or excha:"ge 0: 
}] securi~ies, the il~lder or c\l~todia~l cf th? 5ecllrit~Qs 
:..!; ,"'n::.'" . "he s:=..-.,) d-' ;:-~'''''!'~''d b '~e,..t:L.:;e"; ma i '; 

oJ u. I.. -'-" ... ) n .. ,I . ,-,0\1 (2 a 1- ' " v; W..:. ~ . y:- .: .L.;.: ,'-: I .......... , • 

lS ~ecurrl rpcelpt requestea, ~o tne pUb~:C o(~:cer ana 
~ () :.he de[:'e5i~et"Y-:t:"'ist:±~~~~~!"I sC!_vi:~9s 2;~C lean, a !:c.'ce5.;,t 
17 speci~ically describi~g and iderltifyirlg both Lhe 
~8 s~bstitllted securities and t~cse released a~6 returned 
19 to !':he ~e~es±~et"y-±!"tst±ttitx~~ savinq_s a:1d ':"oan. 
2G 4. The pub'!.ic officer w~jch depos:ts pt~~Jli(,; ft.:nds 
21 wi t~ a d~pe~±tery-i!"!~t':±':t!t:teft savings i!;"IC 1.~?_n, sr.all 
)2 require, if the mdt~et val~e c~ t~e secur~~ies 
23 (leposited with o~ for the benefit of the officer tal:s 
24 helow one hundred ten percent of the deposit liability 
25 to the public officer, the deposit of additional 
26 security to br~ng the total ~arket val~e o~ the 
27 security to one hU:I'cred ten percent of tl';e a:nount of 
28 public funds held by tIle ciepee~to~y savings and loan. 
29 Sec. NEtl SSCTION. 453.21 ?EQUIRE::J 
]0 CO:'-LATERAL -- BAOIKS. 
31 A depos~tary that is a bank shall pledge t:,e 
32 required cOllateral securities to the t,easurer of 
33 state by depOSIting hefore January 31 of each year the 
31! cOllateral securities in restricted accounts of ~he 
35 treasurer of state, including but not ~imited to 
36 pledge-custody accounts, at a federal reServe hank, a 
37 trust department of another com~ercial bank, or with 
38 another financial institution which has been 
39 designated by the treasurer of state that is not owned 
40 or controlled directly or indirectly by the same 
41 depository or holding company. The bank shall deliver 
42 to the treasurer of state a securlty agreement which 
<:3 provides the treaSllrer of state wich a valid and 
44 perfected seCllrity interest in the required 
45 collateral. ~he market value of the required 
4& COllateral shal: not be less than five percent o~ the 
17 average total pub:ic funds placed on deposi: in the 
48 ba~k during the preceding year. The average total 
49 public funds shall be calculated by adding the :ota: 
50 pllblic funds reported quarterly to the federal 
S-5123 -4-
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I government on the report of condition and income, and 
2 dividing that amount ,by four. The calculation of the 
3 average total public funds shall be made before 
4 January 31 of each year. 
5 2. The treasurer of state shall adopt the 
6 following rules: 
7 a. Providing for valuation of collateral if the 
8 market value of a security is not readily 
9 determinable. , 

10 b. Establishing reporting requiiements. 
11 c. Establishing procedures for substituting 
12 different securities consistent with subsection 3. 
13 d. Establishing administrative procedures 
14 necessary to implement this chapter and other rules as 
15 may be necessary to accomplish the purposes of this 
16 chapter. 
17 e. Designating financial institutions eligible to 
18 be custodian of pledged collateral. 
19 f. Establishing fee schedules to cover costs 
20 incurred for opening and closing accounts a~d 
21 substitution of collateral. 
22 3. The securities used to secure public deposits 
23 shall be acceptable to the treasurer of state and 
24 shall be one or more of the following: 
25 a. Direct obligations of, or obligations that are 
26 insured or fully guaranteed as to principal and 
27, interest by, the Uni ted States of Amer ica or an agency 
28 or instrumentality of the United States of America. 
29 b. Public bonds or obligations of this state or a 
30 political subdivision of this state. 
31 c. Public bonds or obligations of another state or 
32 a political subdivision of another state whose bonds 
33 are rated within the two highest classifications of 
34 prime as established by at least one of the standard 
35 rating services approved by the superintendent of 
36 banking pursuant to chapter 17A. 
37 d. To the extent of the guarantee, loans, 
38 obligations, or nontransferable letters of credit upon 
39 which the payment of principal and interest is fully 
40 secured or guaranteed by the United States of America 
41 or an agency or instrumentality of the United States 
42 of America. 
43 e. First lien mortgages which are valued according 
44 to practices acceptable to the treasurer of state. 
45 f. Corporate bonds rated within the two highest 
46 classifications of prime as established by at least 
47 one of the standard rating services approved by the 
48 superintendent of banking pursuant to chapter 17A. 
49 g. A bond of a surety company approved by the 
50 United States treasury department. 
5-5123 -5-
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Direct obligat~Ql1S of, or oo_:gat:o::s that are 
2 inSllred or fully guaranteed as to prillcipal ~nd 
3 Interest by, the United States of America. WhlCh may 
4 be used to secure p;;blic deposits '~nder paragraph 'a", 
5 include investme~ts in an investment company or 
6 investment trust registered u~der the federal 
; Investment Com~any Act of 1940, 15 U.S.C. § BOa, the 
8 portfolio o~ which ~s limited :0 the U~ited States 
9 government oh] igations described in paragra;:>,-; "au. : ~ 

:0 the investme~t company or investment trust ta\es 
11 delivery of the cullateral either directly or thrOl!g~l 
12 an authorized custodian. 
!3 4. A bank may borrow collatera! used Eor d pledqe 
~t: if the collateral is free of any lie~s, security 
15 interests, clai~s, or encumbrances. 
16 Sec. Sec~io~ ~53.22, subsection 1. Code 1991. 
l7 is dm",;~r:pd to read as fo:~ows: 

~R 1. ~he-depeeitery A c~ediL_unio~ shal: pledge the 
.:..g required collateral securities~-t:)--:~e treasu.:er of 
)0 state by depositi~g :he c:)l:atcral securities ill 
71 :"esLricLed dCCO~:lts o~ the treds~re~ ~[ s:ate, 
22 lnciuding bllt no,_ li;~ited to pledge-cus~:)dy aCC0!r1ts, 

23 at a fede~a: reserve ban~, the United States central 
2~ credi: union, il trlls: departmen: of anot:-:er ccmr.:ercial 
25 bank or with another financial institution which has 
76 beer: designated by the treas~rer of s:ate that IS not 
21 owned or contro"ied directly or indirectly by the same 
28 depository or ~oldlng company. T:-:e ciep~8it~ry credit 
29 Ilnion shall deliver to the treasurer of state a 
30 security agreement which provides the treasurer ut 
31 state with a valid dnd perfected security in:erest in 
32 the required collateral. The ~ar~et va:ue of the 
33 required collateral shall not be less than one !"Indred 
34 ten percent of the total p~blic funds placed on 
35 deposit in the depository. 
36 Sec. Section 453.22, subsection 4, Code 1991, 
37 is amended to read as follOWS: 
38 4. A depe~~~e~y credit union may borrow collateral 
39 used for a pledge if the cOilateral is free of any 
40 liens. security interests, claims. or encumbrances. 
41 Sec. Section 453.22, subsection 5, is amended 
42 by striking the subsection." 
43 4. By renumbering as necessary. 
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3 __ ?age~, by i:-:serti~s bef=re 
4 fcl:'owir.g: 

Se~a:e : __ ~ .... ,... - -
I.'J,;::; _~ 

~ "Sec. Sect~on 1~.2, eoce :'991, is o:T;2::cec 
6 read as fo:~ows: 

1~.2 A~NGA~ S~~~~EXEN~S. 

8 1. ~~e auditor of sta~e s~all an~ua::Yf and 
9 oEt~e~ ~: ceened necessary, ~ake a :u:: 5e~t:e~e~: 

lO Detwee~ the s:a:e a~d a~~ state c~fice~s anc 
11 depart~ents and all persons recei~ins ~r expend~ng 
'·2 ·"e ""~cs ,~C· ->-a" -~n"-" '/ :na"e a c"~~· e"e ''''~:" _ 5l...a,..,. "'~I; , a.\ ;)H __ ':1, • ...... a....:....!.: .l ,." ;""'1I~t-'.l _ c. ........ _ .... 

l3 of :~e bOCkS and accounts oE every department of :ne 
:!.4 state. 
:5 P:cvided, that the accounts, records, and doc~~ents 
:6 of :~e treasury department shall oe audited dally. 
:7 Provided further, that a prel:minary avc:: of che 
l8 educa:ional inst~tut~ons and :~e state fa~r jca,d 
19 shall be made periodically, a~ leas: q~artec~y, to 
20 check the ~cnthly repo~ts submit~ed :c t~e d:~ectcr 0: 
21 revenue and finance as requirec by sectien 42~.31, 
22 subsection 4 and that a fina: audi~ of Suc~ state 
23 agenc~es shall be cade at the c~ose of each f~sca: 
24 year. 
25 2. I~ co~iu~ct:on ~i~r. t~e a~di~ 0: t~e s~a:e 
26 board of reaents reauired ~nder this 5ec:~on, :~e 
27 auditor of ;tate shall also oe~for~ tests ~or 
28 compliance with the inves:~ect oolley of a reasonacle 
29 number oE invest~ent transac:icns in re:aticn ~a :~e 
30 ~otal :~vestments anc a~antity of ~ransacticns i~ ~~c 
31 oeriod audlted. The res~lcs of the como:iance cest:no . ~ 

32 shall be repor:ed by the auditor of state in 
33 accordance with generally acceoted audi:lng standards, 
34 The auc.itor of state rr.av also make recoIilli'ie:1dasions :or 
35 changes to inve5t~e~t oolicy or prac~:ces. T~e stat~ 
36 board of recents is resoonsible for the remecv ~E 
37 reported noncompiiance ~ith i~s pelicy or oract:ces. 
38 Except fer security for puolic deposits as provided 
39 in sections 453.~6 through 453.19 and sections 453.22 
40 and 453.23, as oart of its audit, the state ooard c: 
4~ recents is :esoonsible Eor obtaining and pr~vid:nc to 
42 the audi:or of state the audited fi~anc:a: scateme~~s 
43 and related recort on internal control struc=ure of 
44 outside pe~sons, oerforminq any 0: the fol10wi~a foe 
45 the state boa~d of recents: 
46 a. Investi~g public funds. 
47 b. Advising on the investment of O~Ol:C f~~ds. 
48 c. Di~ectinc the deoosit or investment of oub~ic 
49 funes. 
50 d. Act~nq lr. a 
5-5135 
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1 board of regents. 
2 The review by th~ auditor of state of the ;fOSt 
3 recent annual reoor~ to sr.a~eh01de~s of an oncn-er.d 
4 rr.anagement investr.ler~F compa!1v or an '..1:1 :.ncorpOL~:.?.~ 
:J i_f!.vestment compa:1Y 0:- investmen: t.rust reCJi~.cred with 
6 ;.he federal secu~i~.ies 3nd exc;,a::qe c()rrulliss'~:):; ~lr:Ger 

7 ~,:e federal Investrre~t <::c:npany Act of 1940; 15 U.S"'. 
8 L~QL<u' ours"a:~t :0:7 C.F.R. § 270.30d< or the .. 
Y review Dursuant to a recular examination tinder sta~e 

':0 or federal :Law, to the extent :he results of the 
----.'-~ 

~,L exaininatio:~ are ~ot confide~tial, of the ~nvest~erl: 
l2 activities o-{" a bani<, savi.~qs a:1c loan, or c"rcdit 
:3 ~lllon on behalf cf the bca:d of [eqe~ts, shaJ.1 satIsfy 
14 tIle review reauireme~ts of this 5ub5ectic~. 
is . All O:.ltside persop.s shall non:" ire writing ~11'7 
i6 st~~':..e board o~ ~eger.ts subdiv:sion with~r: th~r,:y cays 
17 oE---.!:~.<:eipt of cO!1'.f.1t.:r.icatlor. from the audl.tor of state 
18 or any regulatory ac:thorlty of ~he exisce,,-ce cot a. 
19 rtaterial weakness in i!1ter~al cont:-ul strt~cU;re, or 
20 ~'latory complaints, orders, or sanctio:1s cqai~s.~ 
21 the outside person. This provision to provide_nolLee 
22 shall not be lImited, or avoided, by contract: 
7.3 Provided, however, that to the exte~t tr.at a 
24 orovision of this subsectio~ conflicts wi:h fpdera: 
25 law. it shall be construed to avoid such conf!ic:. 
26 Sec. Section 11.6, subsec:IOi1 1. Ccce'--
27 S:.lpplemenc-1991, i3 amended to read as folcows: 
28 1. a. The financial condition and transactions of 
29 ,,11 clLes and city offices, counties. co'''::y 
30 hospitals organized under chapters 347 and 347A, 
31 rr.emor:al hospitals organized under chapter 37, 
32 entities organized under chapter 28E havillg gross 
33 receip:s in excess of one hundred thcusand dollars l:~ 
34 d fiscal year. merged areas, area education agencies, 
35 dnd al: school offices in school districts, shall be 
36 examined at least once each year, except that cities 
37 having a population of seven hundred or rr.ore b:.:t less 
38 than two thousand shall be examinee at least once 
39 every four years, and cities having a population of 
40 less than seven hundred may be examined as otherwise 
41 provided in this section. The examina~ion shall cover 
42 the fiscal year next preceding the year in wh:ch t~e 
43 audit is conducted. The examination of school off~ces 
~4 shal! include an audit of all school funds, the 
4~ cercified annual financial report. and the ce[~ified 
46 enrollment as provided in section 257.11. 
47 examinations oE cO<Tl!TIunir.y colleges shall :nel\lc1e an 
il8 audit: of elig':ble ar'ld none':"igi!)le c:Jr.tac~ h;)~;:-s dS 

49 defined in section 286A.2. E:igible and noneligib:e 
50 contact hOlltS and the certiEied enrollrnen[ shall be 
S-~135 -2-
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~ ce~tified tc t~e de?artme~t s: ~ana~e~e~:. 
2 Subject to t~e excep~~o~s and requ~re~en~s c: 
3 subsection 2 and subsection 4, paragrap~ "c", 
4 examinations sha:l be nade as cie:erTi:~ed ~y ~~e 
5 gove~~mental s~bd~vision either by t~e a~di:o: Gf 
6 state or by certifi~d p~b::c acco~~ta~~s? cer~:~iec ~n 
7 the state of Iowa, a~d :hey shall be paid :~om the 
8 proper public f~nc5 of the governne~ta: sUbd:v:sion. 
9 b. I~ ccnjunc:io~ with :~e audit of ~~e 

~G governmenta~ subd!~ision reauired under :~is section, 
11 t~e person perfor~:nc t~e aucit s~all alsc pe~Eor~ 
12 tests for cO~Dlia~ce wi:h the investment oolic'! cf a . ~ . . .. . . 
13 ~easonacle n~mber ~r l~vestrnen: transact:cns in 
:4 !elation :0 ehe to~al inves:ments a~d cuan~itv of 
15 ~ransactions i~ t~e pe~icd aud:ted. The :esults or 
16 the comDliance teseinc sha:l be reocrted ~n acco~dance 
~7 with aenerallv accepted a~d:ting stanca:ds. ~he 
:3 person performinq the audit may also make 
:9 recommendations for changes to :~vest~e~t policy or 
20 ~ractices. The governmental subdivision is 
21 resDonsible for the remedy of reporeed noncomoliance 
22 with its policy or practices. 
23 Except for security Eor public deoosits as orov:ded 
24 in sections 453.16 th~ough 453.:9 a~d sectiQDS 453.22 
25 and 453.23, as part of its aud~t, the qovern:nental 
25 subdivision is ~esoonsib:e for obtaini~c and ~r~vid~~q 
2", "0 t'ne ~e'snn ~e"or~i ~q the a"c-' - "h- B"C'l' -e" L. l Owl... ..J' Owl ~ _ .1,_.: j... U ..... ;.. .... l t;: '"'" '" ~ 

28 financial Sta:e~er.ts and related ~eDort O~ i~te~ncl 
29 c~ntro: st[~ctu=e of o~tsicie pe~5cns, oe~fcr~inc anv 
30 oE the following ~or the ccvernmencal s~bdivision: 
31 (1) Inves"ing public funds. 
32 (2) Advisino on t~e investme~t 0: public :u~ds. 
33 (3) Directing ~he depos:t o~ i~vestme~t of public 
34 funds. 
35 (4) Acting in a fiducIary capacity for ~he 
36 governmenta~ subdivision. 
37 The review bv the person performi~G the audic cf 
38 the most ~ecent annual ~enort to shareho:ders 0: an 
39 open-end management investment company or an 
40 unincorporated ~nvestment companv Ot i~vestment trust 
41 reqistered with the federal securities and exchanGe 
42 corr~ission under the federal Investmen~ Comoar.y Act of 
43 1940, 15 U.S.C. § 80(a), pursuant to 17 C.:.R. § 
44 270.30d 1 or the review pursuant to a regu~a( 
45 examination unde! state or federal law, to the extent 
46 the results of the review are net conf~dentialf 8f the 
~7 inves~ment activities of a ba~~, savings a~d :can, O~ 

48 credit u~ion on behalf of a qcver~mencal s~bdivisicnf 
49 shall satisfy the review recuirements of this ~ette,ed 
50 oaraqraeh. 
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1 A:;':;" outside pe(son~ sr.a:2. notlEy in W':.: ::;ns ,.!:~~~ 
2 governmental subdivision withi!? ::~irty days .cf .0'ce:pt 
3 of commun:cation [rop.] an independent a:.:ditor or a;:y 
4 ~latory autho~itv of ~he ex:s~ence of a XLateria' 
'j weakness in inter;)a: cont::ol struc~.u~e, 0; reg~:l?t:(li.Y 
o CQiT,.'olaints, orders, or s<"tnct'~G:'s aGainst t~0 cut.s~c~e 
7 ~on. This orovision to o-iovide (notice--s-;':;-~::l~b;? 
8 :imi::.ed.! .or avoided~ by con't:act. -->.--" 
9 The au9_~.tor 0: a ~.9..~::t i~vestmer.t trliS.:" ~':-:9:~._~_~_·.:'e 

:0 al! examination reoo~ts wi_h tte ad~:nist:ator o[ ~he 
1.1 ·sec~:it.ies bureat; of :he insurance division O{-:'h2-"-
12 depart~ent of comme~cc wi~hin ten days o~ co~plctlnq 
J.3 thp pX.9.:"ination. '-:'he auditor shall immediately notify 
14 the administrator of any violations or weaknesses in 
15 inte,nal control str~ctures. 
16 Provided, however, that to the extent tha~ a 
11 provision of thi.s subsection conflicts wl::::;'>--recleral 
18 ].aw, it shall be construed to avoid such conflict. 
19 Sec. Section ll.6, subsectio;) 4, Code ---
70 supplement-199l, is amended by addi;)g the foclcwing 
2! new unnumbered paragraph: 
22 NEW UNNUMBERED PARAGRAPH. An examination ~nder 
23 ~his subsection shall include a determinatio~ of 
24 whether investments by the governmental subdivisio!1 
25 are authorized bv state law. 
26 Sec. Section l:.6, s~bsection 7, Code 
27 Sllpplement1991, is amended to read as Eo:lows: 
28 7. ~he auditor of state shall make g~ide:ines 
29 available to the public setting forth acco:.:nti~g and 
10 auditing standards and procedures and audlt and legal 
31 compliance programs to be applied in the examination 
32 of the governmental subdivisions of the state, WhlCh 
33 shall require a review of the internal contro>r-> 
34 structure and specify testing of transactions for 
35 compliance. The guidelines shall lnclude a 
36 requirement that the certi:ied public accountan~ 
31 immediately notify tr.e auditor of state regarding any 
38 suspected embeZZlement or theft. The allditor shall 
39 also provide standard reporting formats for use in 
40 reporting the results of dn examination of a 
41 governmental subdivision." 
12 2. Page 1, line 8, by striking the words "aC1c 
1~ agenCies" and inserting the following: ", 
14 i~sLrumentalities, and agencies oE the s~ate". 
~5 3. Page 1, by striking lines 22 through 45 2C1d 
46 irlser!:ing the following: 
~·I "The treasu[e~ of state sha:l ado~t rules p~rsua~t 
48 lC chapter 17A for providing tech~ical infor~d:i:)~ a~d 
49 assistance to political subdivi5ior.s, 
SO i~strumentalities, and agencies of the s:ate 
S-5135 -4-
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~ a~t~c~ized to i~vest ~~nds ~h~~~ a~2 see~:~s :~ :~~:e~~ 

2 pubi:c ~~~ds. Tte t:eas~~er =: :~e ~:ea3~:e=·5 

3 designee sha:l prcv~de :ech~ica: ~~~o=~at~o~ a~t 
~ dssis~a~ce to a politica: s~bd~v~sicn, 
5 ~~s:r~~enta:~tYl or age~cy cf :~e s:ate a~~~or~zed 
6 i~vest :~~ds at :~e re~uest 0: ~~e ~c::::c~~ 
7 s~bdivision, ins:r~mentallty, or agency o~ :he stace 
a authc:ized to i~vest fu~ds, i~clud~~g b~: ~ct limi:ed 
9 :0 technical i~Ecr~ation =ega=di~g the S~3:~tC:y 

lO reGu:rements for i~ves~me~ts by the ?olitica: 
l1 subdivision, inst:~men~ality, or agency a~d ~echnica: 
:2 assistance to enable :he pclitica: subdiv~SlC~. 
:3 :nst[Jmental~tj, cr agency ~o invest funds 1~ 
:4 accordance with state law. However, ~~e ~ac~ chat 
:5 i~formaticn a~d assistance a~e provided u~der this 
:6 sectio~ to a pc::t:cal subdiv!s:on, :~str~~eG:a~lty, 
:7 or agency a~thcrized to invest fands sha~l no: rna~e 
:8 the state, t~e treasurer of stace, or the :reasa;er's 
:9 designee liable to a pOlitical sabdivisicn, 
20 instrumentality, or agency cE the state :n any manner 
2: for any loss, da~age, or expense i~curred by :ne 
22 polit:cal subdivisicn, instrumentalitj, or a;e~cy as a 
23 =es~:t of a~ ~nvest~ent." 
24 4. ?age~, by i~sertins befcre line 46 c~e 
25 following: 
26 "Sec. Section 28E.5, subsection 2, Cc~e ~;9:, 

27 15 amended to read as fo~lcws: 
28 2. ~he precise orSaniza:ion, ccmposit:8n a~d 
29 natare of any separate legal or administra~ive entity 
30 =tea:ed :hereby tcgether w~th :~e pcwers de:ega:ed 
31 thereto, provided such entity may be legally crea~ed. 
32 However, if the agreement estab~:5hes a seOdrace leca: 
33 
34 
35 sectic~s 452.10 and 4S2.:0A tnrcuqh 452.~OC a~d ct~e~ 
36 acclicable law." 
37 5. Page 1, l:~e 50, by striking che words a~d 
38 figures "sections 452.10 and 452.10A and other 
39 applicable law" and inserti~g the following: "section 
40 452.10". 
4l 6. ?age 2, ~y inserting af:er :ine 6, the 
42 :ollcwi~g: 
43 "~he beard sha 1 : have writte~ ~nvest~en~ ~clicies 
44 which :nclude l:stinas 0: a~~hor:zec and una~~horiz~c 
45 invest~ents, aoorova: precesses ~8r t~e selec:~on of 
~6 ~nves[~ent ma~acers a~d ot~er :nvest~ent 

43 
49 
50 

. 
~ecu""':";es --c:~ T" ....... V'5'~r..;: F,..... ..... reru"a'- -,.. .... t:""OI"!"'~'"\t .;:) _ ..... - I';:';'" e-"'""' .... ... '....1.-.. ......... '1.1.;. .:::r. .. ,-- --~~ ............ 

ooa::d overs:'qr.t, i~c::..;.cii~c c\..:c:c. :'t"'.e bca:-ci's 
:~ves:men: oclicv s~a:~ ccver endcwmenc a~d 
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~ Ilonendownment investments." 
2 ---T.- Page 2, by inserting af::e~ line 49 ~h~ 
3 fol1m,ing: 
4 "Sec. Section 411.7, sl:bsection 2, Code 
5 S~pplecnpntl99l, ':'5 aICel1ded by adding tne :oLowing 
6 new ~nnumbered pa~ag~aph: 
7 NEW UNNU~BERED ?ARAGRAPH. Investffients by =he f~nd 
8 shal:oe sub:e€'t to the same audit and cOIT.p~jance 
9 testi~g require~ents as is a political subdivisi,on 

1U which ~nvests public Eunds with a joint inves:me~t 
II trust organizpd pursuant to chapter 28E." 
12 8. ;'age 3, by inse!ting af:er line 10 the 
I. 3 f 0 II uw eng: 
l4 11(;~he treasurer aE state and t~e t~easurer of each 
lS 901itical subdivision sha:l at all times keep funds 
16 coming into their possession as public ~oney i~ a 
17 v~tll~ or safe to be providQd Eor that purpose or l~ 

18 one or more depositories approved pursuant to chapter 
1'J 453. However, the treasurer of state and the 
20 treasllrer of each political subdivisiol1 shall !nvest, 
?l unless otherwise provided, any pGblic funds not 
1< cGcrently needed in investments authorized by this 
73 section." 
74 9. Page 3, by striking line 34 and insert~ng che 
75 following: "!imited to, compliance with state law, 
26 d~versification, maturity, quality, and". 
27 10. Page 4, line 1, by inserting after the word 
28 "paper" the fOl:owing: "and other short-cer~ 
29 corporate debt". 
30 11. Page 4, line 2, by inserting after the word 
31 "paper" the following: "and debt". 
32 12. Page 4, line 13, by inserting after the wore 
33 "permitted" the following: "except with respect to 
34 endowment funds or investments held under deferred 
35 compensation agreements". 
36 13. Page 4, line l8, by inserting after the 
37 figure "270.2a-7" the following: "or II.~he Common Fu;)d 
38 Fur Nonprofit Organizations" or its affiliates, 
39 provided that the persons managing the funds ace 
40 regulated by the federal securities and exch~nge 
41 commlssion as an investment compal1y Gnder =he federal 
47 Investment Company Act of 1940, 15 U.S.C. § 80(a)." 
43 14. Page 4, lines 21 through 24, by strik~ng the 
44 words ", including entities organized pursuant to 
4S ch~pter 28E whose primary function is other than to 
46 ~olrltly lnvest public f~nds,". 
47 :5. Page 4, line 38, by striking the words "paper 
48 s~all be in paper!! and i:1ser;:ing tb.e :o':'lQwi~g: 

~9 "paper and other short term corporate debt shall be in 
~o paper and debt". 
S-~l35 -6-
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16. By striking page 4, line 47, through page 5, a line 2, and inserting the following: "chap;:er 28:<: 
,., organized prior to and existing in good s~anding on 

4 the effective date of this Ac:. Provided that the 
5 joint investment trust sha:~ be rated within the cWO 
h highest classi:icatlOns by at least one of the 
7 standard rati~g services approved by the 
8 superintendent of banking by rule adopted purs~ant :0 
9 chapter 17Jl .. 

LO g. An open-end management investment company, or 
~~ an unincorpora:ed inves:ment compa~y or invest~ent 
12 trust, or a join: :nvestme~t trust organized pursuant 
13 to chapter 28£ Ol~ or after the effective date of this 
14 Act, provided that such entities are registered under 
15 the federal Investment Company Act of 1940, 15 U.S.C. 
IG § 80(a), and are operated :n accordance with 17 C.F.R. 
l7 § 270.2a-7, the portfolio of WhiCh is authorized by 
18 section 452.10." 
19 17. Page 5, by inserting a:ter line 5 the 
20 following: 
2:;' "The trading of securities in which public funas 
22 are invested for the purpose 0: specula:ion and the 
23 realization of short-term trading profits is 
24 prohibited. 
25 The investments by a pOlitica: s~bdivision or 

j
6 agency must have matur:ties that are consis:ent (<lith 

. tne needs and use of that pol1t,cal subdiV1Sl0~ or 
agency." 

29 18. Page 5, oy striking lines 11 through SO and 
]0 inserting the following: 
31 "1. The investment of public funds wbich are 
32 operating f~nds by a political subdivision shall be 
33 subject to the ~ollowing: 
34 a. As used in this section, "operating funds" 
35 mea:1S those fllnds which are reasonably expected to be 
36 expended during a current budget year or within 
37 fifteen months of receipt. 
38 b. Operating funds must be identified and 
39 distinguished from all other funds available for 
40 investment. 
41 c. Operating funds may only be invested in 
42 investments which mature within three hund:ed ninety-
43 seven days or less and which are authorized by law for 
44 the investing public entity. 
45 2. All investments of public funds by political 
46 subdivisions shall be subject to the Eoliowing: 
47 a. Each investment must be authorized by 
~8 applicable law and the written investreent POliCY of 
49 the political subdivision. 
50 b. The trading of securities in which any public 
S-5135 -7-e 
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I funds are invested for the purpose of spec~:a: on and 
~ =he realization of short-:er~ ~~ad~ng pro£i~s s 
3 prohibited. 
4 c. Investments by a political subdivision ~ust 
5 have maturities that are consis~ent Nich the needs anc 
6 use of chat political subdivision ~: agency. 
7 d. 2ach political subdivision WGose investments 
8 involve the use of a public funds custodial agreement, 
9 as defined in section 4S2.10C, shall comply with ru:es 

10 adopted pursuant to section 452.10B relating to those 
~l investments. All contracts providing for the 
12 investment of public funds shall be in writing and 
:3 shall ccn~ain a provision requiring that all 
14 investments shall be made in accordance with the laws 
15 of this state. ,The political subdivision also shall 
16 submit information about investments involving outside 
17 persons to the treasurer of scate as required by rule 
18 adopted under section 12.1 which shall be public 
19 records under section 22.1. 
20 e. A contract for the investment or deposit of 
21 public funds shall not provide for compensation of an 
22 agent or fiduciary based upon investment performance. 
23 3. A treasurer of a political subdivision may 
24 invest funds of the political subdivision or agency 
25 that are not operating funds in investments having 
26 maturities longer than three hundred ninety-seven 
27 days. Subsection 1 does net apply to public funds 
28 that are not operating funds or ~o public funds that 
29 are invested under the provisions of a resolution or 
30 indenture for the issuance of bonds, notes, 
31 certificates, warrants, or other evidences of 
32 indebtedness if such investments are classified or 
33 approved as investments for municipal financing, 
34 within the two highest classifications by at least one 
35 of the standard rating services approved by the 
36 superintendent of banking by rule pursuant to chapter 
37 17A. 
38 4. As used in this section, "public f'.1nds" means 
39 all funds that are public funds within the meaning of 
40 section 453.1, subsection 2, paragraph "b", except 
41 state funds invested by the treasurer of state. 
42 5. This section shall not be constr'.1ed to 
43 supersede any provision of this chapter or of chapter 
44 453. 
45 Sec. NEW SECTION. 452.10B WRITTEN 
46 INVESTMENT POLIC~~S. 
47 1. Political subdivisions shall approve written 
48 investment polic:es which incorporate the guidelines 
49 specified in section 452.10, sections 452.10A throuqh 
50 452.10C, and any other provisions deemed necessary to 
S-5135 -8-
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1 adequately safeguard invested pub1~c E~nds. 
2 2. The wric~en :r.vescment policy required by 
3 section 452.10 shall be delivered to ail of :~e 
4 following: 
5 a. The governing body or officer of the public 
6 e~tity to which the policy aFplies. 
7 b. All depository institutions or fiduciaries for 
8 public funds of the public entity. 
9 c. The auditor of the public entity." 

10 19. page 6, by striking lines 1 ~hrough 38. 
11 20. Page 7, by striking lines 30 through 33 and 
12 inserting the following: "funds as defined i~ seccion 
l3 453.1. However, this section does no: apply :0 public 
14 funds that are invested under the provisions of a 
15 resolution or indenture for the is~uance of bonds, 
16 notes, certificates, warrants, or other evidences of 
17 indebtedness. To the extent that a prov:sion of this 
18 section conflicts with federal law, it shall be 
19 construed to avoid the conflict." 
20 21. Page 8, by inserting before li~e 20 the 
21 following: 
22 "Sec. NEW SECTION. 502.701 PUELIC JOI~T 
23 INVESTMENT TRUSTS. 
24 1. A joint investment trust organized pu~sua~: to 
25 chapter 28E for the purposes of joint investmen, of 
26 public funds is subject to the jurisdiction and 
27 authority of the administrator, including all 
28 requirements of this chapter, except the registra~ion 
29 provisions of section 502.201 and 502.218. 
30 2. The administrator may make examinations within 
31 or without the state, of the business and records of 
32 each joint investment trust, at the times and in the 
33 scope as the administrator determines. The 
34 examinations may be made without prior notice to the 
35 joint investment trust or the trust's investment 
36 aaVlsor. The administrator may copy all records the 
37 administrator feels are necessary to conduct the 
38 examination. The expense reasonably attributable to 
39 the examination shall be paid by the joint investment 
40 trusts whose business is examined, but the expense so 
41 payable shall not exceed an amount which the 
42 administrator ,by cule prescribes. For the purpose of 
43 avoiding unnecessary duplication of examinations, the 
44 administrator may cooperate with other regulatory 
45 authorities." 
46 22. Page 8, by striking lines 26 through 31 and 
47 inserting the following: "Act does not apply to an 
48 investment made prior to the effective date of this 
49 Act. 
50 The requirement in section 452.10, s~bsecticn S, 
5-5135 -9-
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1 paragraph "f'l, as enac~ed in this Act that a joint 
2 investment trust organized pursuant to chapLe~ 28E and 
3 existing prior to the effec:ive date of this Act must 
4 be rated within [he two highest classifications by at 
5 least one of the standard rati~g services approved by 
6 the superintendent of banking by ru:e pursuanL to 
7 ~hapte~ 17A as a condition of eligibility fcr pllhlic 
R funds investments does not apply unti: :uly :, 1993. 
9 The operations of s~c~ a joint l.nvestment t!:"l!S:: 

10 ilevertheless shail co~ply with all ether provislo;IS of 
11 this Act not HpeciEically exempted, on and afte~ the 
12 effective date of this Act." 
13 23. By [enumbe[i~g, relettering, or redesignat~ng 

14 and correcting internal references as necessary. 
By RICHARD VAR~ 

PAT ;)ELlJHERY 

Page 11 



• 

SENATE FILE 2036 
S-5136 

1 Amend the ar.le::c.ment, 5-5085, to Se~.ate ::le 2036 as 
2 fol1.ows: 
3 1. Page 7, by striking ~ines 34 through 50 and 
4 inserting the to:1ow:::g: , 
5 "Sec. Section 453.1. subsection 2. parag~aph 
6 a, Code 1991, is amended to read as f~:lows: 
7 a. .IDeoository" means a ba~k o~-env-ef~±ee-e~-e 
8 ~a~k-~A-Qe~W-ee~-~Q-·-e-+-G_~e~-AW-~~e:£ed.-Ql-~~oe~~~ u .• r;: ...,'1""' .... u.'~ ...... ~~ u.. _ ............. '-" ..... ] '- ............ u_ .... ~.. _~ 

9 ~ngaranee-~erpera~~en,-er~ a savings and loa:: 
lO eagee±a~±on-er-a-ea'l~n~g-oan~-er-any-orane~-eE-e 

11 5a'l~nge-and-~ean-a5eee~at±en-er-5av±nga-oan~-"'~eee 
12 eeee~~te-are-±~~tlree-b7-~he-£eee~e=-~a~~~~~-e~d-=ee~ 
13 ~n~~~e~ee-eorperat~on, or a credit unicn ±n~~~ea-by 
14 ~~e-natiena~-ered±t-~n~en-ad~±n±etra~±en in which 
15 public funds are deposited under this chaoter. 
l6 Sec. Section 453.1. subsection 2, Code 1991. 
17 is amended by adding the following new paragraphs: 
l8 NEW PARAGRAPH. c. "Bank" means a corporation 
19 engaged in the business oE banking authorized by law 
20 to ,eceive deposits and whose deposits are insured by 
21 the bank insurance Eund of the federal deposit 
22 insurance corporation and includes any office of a 
23 bank. 
24 ~EW PARAGRAPH. d. "Savings and loan" means a 
25 corporation authorized to operate under chapter 534 or 
26 the federal Home Owner's Loan Act of 1933. 12 U.S.C. § 
27 l461. et seq., and includes a savings and loan 
28 association, a savings bank. or any branch of a 
29 savings and loan association or savings bank. 
30 NEW PARAGRAPh. e. "Credit union" means a 
31 coooerative, nonoroEit association incoroorated under 
32 chapter 533 or the federal Credit Union Act. 12 U.S.C. 
33 § 1751. et seq .• and that is insured by the national 
34 credit union administration and includes an office of 
35 a credit union. 
36 NEW PARAGRAPH. f. "Financial insticution" means a 
37 bank, savings and loan. or a credit union. 
38 Sec. Section 453.1, subsection 3, Code 1991, 
39 is amended to read as follows: 
40 3. A deposit of public funds in a depository 
41 pursuant to this chapter shall be secured as fol1cws: 
42 a. If a depository is a savings and loan 
43 aeeoe±at±en,-a-5a'l~~~~-oa~~,-e~-an-e~f~ee-ef-e-5a~±~g~ 
44 and-~ee~-ae50e±at±e~-er-~a'l±M~5-be~~ or a credit 
45 unlO~. then ~he publlc deposits in these-de?e~±ter~e5 
46 the savings and loan or credit u~icn shall be secured 
47 pursua~t ~o sections 453.16 ttrough 453.19 a~d 
48 sectio~s 453.23 and 453.24. 
49 b. If a depository is a bank. ered±t-~n~en,-e~-eM 
50 efe~ee-ef-e-oen~-er-ered±t-tlnien, ~~en the publiC 
$-5136 -1-
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1 deposits in thege-depeg~~e~ie~ tr.e banK shall be 
2 secured pursuant to sections "53.,.~~ t",,.etl"!h 5_5~. 2~ '_ 
3 453.23, and 453.24. 

Sec. Section 453.l5, Coce 1991, :s 6rcended -, -, 
5 '-ead as follows: . 
6 453.15 RESTRICTION O~ REQlJLrtING COLLATERAL. 
7 A local governmen: sr.a:l nOe ~eq~i~e a plecge of 
R collateral for that portion of the 10Cd" govern~ent's 
o depos':"~5 in d eepeg~tory-±-~~t±-ttt~ier: sav:'r:gs Cl1l..Q lea:--. 

!O or credit url~,on that is covered by insllrance of a 
11 '(0-dera: agency-o:" instrumentality -t!"leitto:tfHj-tt'.ie 
12 federa~-depest~-ing~"anee-ee~~ere~ieM,-~he-feee~~± 
]] ~~~~Mge-6Md-ieBn-~"~tlr6~ee-eer~e=~t~~"7-0r-~~e 
:4 Ma~±e~at-e,.edi~-tlnten-aeffiin±st,.at±en. 

Sec. Section 453.16, subsectio~ I, u~nuc!bered 

16 paragrapF1l, Cede 1991, 1S amended to read as fa'_lows: 
,7 
~8 
1.9 
20 

Re~ere a deposit o~ public funds is made by a 
!-,ublic officer with a depe~±~O!"'r-±M~tittr~±e-~ Sa.V~:1~ 
~rld loan or credit u~~cn in excess of ~he amo~nt 

: ede 1 a 11 y ins u r ed b,!,-fede!,8'!:-de"e,;ti~ -±~"tl,.O;ne"'-':>t· 
22 feder8±-5a~in9~-eM~-±een-~~~tlreMee,-eMd-be~e!'e-~he 
22 ~n~e,,~~ent-of-p~b±~e-ftl~d,,-~n-~"¥e5tment5-8ti~~e~~~e~ 
2] in-see~ien-4S?.,.~e-wh±eh-etthe,.-a~e-~ee-eb~i9a=~on~-of 
)4 e~-~~Br8Me~ed-by-the-e~itee-S~ete9-ge~e~rt~e~t-~~-~~y 
2S t,f-it5-eg~~e~es7-ere-±~-exeeee-e~-~he-6ffi~~~t-~~e~~e~ 
26 ~y-federei-de~oait-ingtl,.enee-e"-federa±-5a~~n~~-a~~ 
2 7 ~ ee n -!- n"l tl t" anee, -0 "-a re-± n~egt1llen~a -by -e.i'!e-e t'ee S t:,. er -of' 
7.8 "tctee-5~eeifica±iy-8tlt~e!'i~ed-bY-5eet~on-45i7~8-~e-be 
29 ~ctee-e5-ctdd~t±onat-~M¥e5ementa-tlndet"-seetien-9~a7T7 
30 3tln5ee~±en-iT-pare9,.eph-llbll, the public officer shall 
31 (,btain security fo~ the deposit e,.-~n~egtme"~ by one 

oc more oE the Eollowing: 32 
33 Sec. __ Section 453.16, subsection l, pdragraph 
34 a, Code 199:, is arr.ended to read as follOWS: 
35 a. The de~es±te"y-ing~~ttlt±~M ~avi~gs and :oan QC 

36 credit union may give to the public officer a 
corporate surety bond of a surety corporat:on approved 
by the treasury department oE the United Scates and 
allthorized to do business in this state, which bond 
shall be in an amount equal to the public funds on 
deposit at an} time. The bond shall be cor.ditiened 
that the deposit shall be paid promptly on the order 
of the public officer making the deposit and shall be 
approved by the officer making the deposit. 

37 
3B 
39 
40 
41 
42 
43 
14 

Sec. Section 453.16, subsection 1, paragraph 
~() (I, ·,:f'.:~~~mbered pd!:"agrap!"'; i, Code 1991, is amended to· 
,17 r"ead dS fol:ows: 
~8 T~1e depo~±~o~1-~~~tttn~~en savings and lca~ o~ 
4:J ~_redj.~ uniol'l rr:ay deposit, r.iaintai;J, pledge and assign 
~o i01" t~e benefit of the public officer in the man~er 
$-5136 -2-
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1 provided in this chapter, secur~ties app~8ved by t~e 
2 public officer, tte ~a=ket va:~e of ~h~c~ is ~c: !ess 
3 than one hundred ten percen~ aE the :o:al depcsits of 
4 public funds p:aced by tha: pub:ic ofEice~ ~~ the 
5 depe~itor1-±n~ti~~e±o~ savincs anc ~oan or credit 
6 ~nion. The securities shall co~sist oE a~y o~ the 
7 fo1::'owing: 
8 Sec. Section 453.16, subsection l, oarao:~Dh 
9 b, subparagraph (4), Code 1991, is c.me~ded eO re~d as 

10 follows: 
11 (4) To the exte~t oE the g~a[antee, ~oans, 
12 oblications, or ~ontransferable letters 0: c~edlt uoon 
13 whic~ the payment 0: principal and interest is fu:l~ 
14 secured or guaranteed by the United States of America 
15 or an agency or instrumentality of the United States 
16 of ~~erica or the United States corporate central 
17 credit union, and the rating of the United States 
18 coroorate central credit union remains within the two 
19 highest classifications of pri~e established by at 
20 least one of the standard rating services approved by 
21 the superintenden: of banking by rule oursuant to 
22 chaDter 17A. The treasu~er of state shall adopt rules 
23 pursuant to chapter I7A to i:nplement this sec::ion." 
24 2. Page 8, by inserting after ~ine 19 the 
25 following: 
26 "Sec. Section 453.16, subsection 2, Code 
27 ~99l, is amended to read as fellows: 
28 2. If oubl:c funds are sec~red by both the assets 
29 of a de~e~;~e~y-~n~~~~tl~~en savings and lear. or credit 
30 un~on and a bond of a surety compa~y, the asse:s and 
31 bond shall be held as secur:ty for a rateable 
32 proportion of the deposit on the basis of the market 
33 value of the assets and of the total amount of the 
34 surety bonds. 
35 Sec. Section 453.17, subsection 1, un~umbe[ed 
36 paragraph 1, Code 1991, is amended to read as fellows: 
37 A de~os~tery-~n~~±~tl~±en savings and loan or credit 
38 union which receives public funds shall pledge 
39 securities owned by it as required by this chapter in 
40 one of the fallowing methods: 
41 Sec. Section 453.17, subsection 1, paragraph 
42 c, Code 1991, is amended to read as follows: 
43 c. The securities shall be deposited with :ne 
44 federal reserve bank of Chicago, Ill~nois, er the 
45 federal home loan bank of Des Moines, Iowa, or the 
46 United States corporate central credit unlon pursuant 
47 to a bailment agreement or a pledge custody agreement. 
48 Sec. Section 453.17, subsections 3 and 4, 
49 Code 199r;-are amended to read as follows: 
50 3. All deposits of securities, other t~ar. deposits 
S-5136 -3-
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, of securities with Lhe appropriate pub~ic o~E~cpr, 
2 5ha~1 have a joint custody receipt taken Eor the 
3 securities with cne copy de:ivered to ~he public 
4 officer alld one copy delivered to the depeeir~~y 
5 ±n~~i~tltion savings and loa~ O~ credit unio~. A 
6 eepo!i±to":1-i-~~~±ttltt-O!"l savi)J9s ar:c loan or c~.:"edi t 
1 union pledgi:19 secur~ties with a public offlcer ~ay 
8 cause the securities to be examined i:l the oE[~cer'5 
9 office to show t~le secur~ties are placed wit!l t!~e 

10 officer as collateral secur~ty and are no· 
11 transferab:e except upon the conditions provIded c" 

12 this chapter. 
1] 4. Upo~ written request from the appro~)ri,ate 
11 public officer but not :ess than Quarterlv, a 
15 ~epo~±~Bry-in~~ittltien savings and loan c~ credi; 
16 union shall report the par value and t~e mar~et va:~e 
17 c{ any pledged collateral and ~he toeal deposics o~ 
18 p~blic funds of that officer in the ciepe5~~Or! 
19 i~~tito~±on savings and loan or credit ull~cn. 
20 Sec. Sectlon 453.18, Code 1991, is amended to 
21 read as follows: 
22 453.18 CONDITION OF SECURITY. 
23 The condition of the surety bond Or the deposit elf 
24 securities, instruments, or a join~ c~stody rece~pr., 
25 must be that the depe~i~ery-~Me~ittttie~ savinss and 
26 loan or credit union wi:l promptly pay to the partles 
27 en-t"i tled pubLc [unds, including any interest on the 
28 funds, in its custody upon lawful demand and, when 
2~ requireu by law, pay the funds to the public off:cer 
30 who made the deposit. 
3~ Sec. Sect:on 453.19, subsecr.ions 3 and 4, 
32 Code ~99r-;-are arr.e:Jded to read as follows: 
]J 3. In the event of substitution or exchange of 
34 securities, the holder or custodian of the sec~ritjes 
3S shall, on the sane day, forward by certified mat:, 
36 ret~rn receipt requested, to the public officer and 
37 the depee±terY-±Me~±t~tien savings and loan cr credit 
38unior., a receipt specifically describing and 
39 identifying both the substituted securities and chose 
40 released and returr.ed to the de~e~ite~1-inee~~tlt±en 
~i ".,wings and loan or credit ~nion. 
42 4. The public officer which depos~ts public funds 
43 wi~h a depee~~ery-i"8t~ttlt±eft savings and loan or 
~4 credit union shall require, if the market value of the 
4~ spcur)ties de~osited wit~ or ~or the benefit oE the 
~G ufticer falls below one hUIIJred ten oercent of the 
4/ deposit liability to the p~blic of~i~er, ~~e deposit 
18 cf additional security ~o bring the total market value 
49 of the security tc one h~ndred ten percent of the 
',0 amount of public fu:\ds held by the depoei'oo!"j savings 
5-5136 -4-
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1 and ioa~ or credit un:o~. 
2 Sec. NEW SECTIO~. 453.21 REQUIRED 
3 COLLATE~~L -- BANKS. 
4 1. A deposito:y that is a bank shall p:ec~e ~r.e 
5 
6 
~ 
I 

8 
9 

10 
11 
12 
;'3 
14 
15 
l6 , -~ / 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

required collateral 5ec~rities ~o the treasurer of 
state by deposit:~q before Ja~uary 3: cf each yea, ~he 
collaLeral securities in ~estric:ed accounts of the 
treasurer of state, incl~ding but ~ct iimited to 
plecge-custody acco~nts, at a :ederal ~eserve bank, a 
tr~st department of another ccmmercial bank, 0: with 
a~other financia~ insLit~tion which has bee~ 
desig~ated by the t~easurer of sLate that is ~ot cw~ed 
or controlled direc~ly or i~di(ec:ly by the same 
depository or holding ccmpany. The ban~ shall deliver 
to the treasurer of state a security agreement which 
pcovides the treasurer of state with a valid and 
perfected security interest in the required 
collateral. The market value of the required 
collateral shall ~ot be less than five percent of the 
average total public f~nds placed on deposit in the 
bank during the preceding year. The average total 
public funds shall be calculated by adding the :otal 
public funds reported quarterly to the federal 
government on the report 0: condition and income, and 
dividing that amount by four. The calculation of the 
average total public f~nds shall be ~ade before 
Janua~y 31 of each year. 

2. The treasurer of state shall adopt the 
fcllowing rules: 

a. Providing for valJation of collateral if the 
market value of a security is not readily 
determinable. 

b. Establishing reporting requi~ements. 
c. Establishing procedures for substituting 

different securities consistent with subsection 3. 
d. Establishing administrative procedures 

necessary to implement this chapter and other ru~es as 
may be necessary to accomplish the purposes of this 
chapter. e. Designating financial institutions eligible to 
be custodian of pledged collateral. 

f. Establishing fee schedules to cover costs 
incurred for opening and closing accounts and 
SUbstitution of collateral. 

3. The securities used to secure public deposits 
shall be acceptable to :he treasurer of state and 
shall be one or more of the :ollowing: 

48 a. Direct obligations oE, or obligatio~s tha~ are 
49 insured or fully guaranteed as to principal and 
SO interes~ by, the United States of ~~erica or an agency 
S-5136 -5-
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1 or instrumentality of tr.e :.;n.:.ted Sr.atcs of r.._rterica. 
2 b. Public bonds or obligations of this state Or a 
3 political subdivision of this state. 
4 c. Public bonds or obligations of ano~her state or 
5 a political subdivision of another state whose bonds 
6 are rated within the two highest classifications of 
7 prime as established by at least one of the standard 
R rat~ng services approved by the superintenden~ of 
9 ban~ing pu,suant to chapter 17A. 

10 d. To the extent o~ the guarantee, !oacs. 
~, ob!igations, or :~ontra:1sferable letters of c:edit ~pon 
17 which the payme:1t of principal a~d i.nterest is ft~11y 
i3 secured or guaranteGd 8y :he ~nited States of A~erica 
L4 o~ an agency Qr instrumentality o[ the United States 
15 of A:ner.ica. 
16 
l7 
L8 

e. First lien mortgages which are valued according 
to practices accep~able to the treasurer of state. 

f. Corporate bonds rated within :r.e two highes: 
19 class~fications of pri:ne as established by at least 
20 one of the standard rating services approved by ~he 
21 superintendent of banking pursuant to chapter 17A. 
7.2 g. A bond of a surety company approved by the 
23 United States treasury depart~ent. 
74 Direct obligations of, or obligations that are 
7~ insured or fully guaranteed as to principal acd 
26 interest by, the United States of America, which ~ay 
27 be used to secure public deposits under paragraph "a". 
28 include investments in an investment company Or 

79 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

invest:nent trust registered under the federai 
Investment Compally ACt of 1940, is U.S.C. § 80a. ~he 

portfolio of which is limited to the United States 
government obligations described in paragraph "a", if 
the lnvestment company or investment trust takes 
delivery of the collateral either directly or through 
an allthorized Cllstodian. 

4. A bank may borrow collateral used for a pledge 
if the collaceral is free of any ~iens, secu[tty 
interests, claims. or encumbrances. 

Sec. Section 453.22. Code 1991, is repealed." 
3. By-renumbering, relettering. Or redesignating 

11 and correcting i~ternal references as necessary. 
40 

S-5136 FILED MARCil 4, 1992 
U· / 1- j1 _'l.1 / .... r. ., ., .. ' 
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By RICHARD VARN 
PAT DELUHERY 
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SENATE FILE 2036 

5-5157 
~.rne;.d the ar..endrne:-::', 5-5085, tQ Sena~e File 2036 as 

to:'lows: 
1 
2 
3 
~ 

'J 

6 

8 
c -10 , 

~~ , ~ 
.L. 

13 
14-
:5 
16 
li 
18 
19 
20 
21 
22 
~< L_ 

24 
25 
26 
2i 
28 
29 
30 
3l 
32 
33 
34 
35 
36 
37 
38 
39 
~O 
C 
;2 
, ' ,5 

~4 

45 

_0 Pa;e 3, li:1e 44, oj" i:1S2r:.i:--.g af:er :!"":e v;or:~ 
"accepta~ces" t~e Ecl:~~~~~: 'It~at ~at~re ~~:~:~ c~e 
. . . '. -' .. . ~ ~~~arec elS~cy cays a~c ~~a: ~~e 2~:g:o~e :0: 9~:~~ase 
bj a ~ede~al ~ese~ve bank, p~o'lided ~~at at :~e :~~e 
of purchase ~o ~cre c~a~ :~irty ?2rCeOC of ~~e 
investment ~cr:~clio of ~he t:eas~=e: oE s:ate 0: a~y 
other state agency shall be in i~vestrr.en:s au:~crizec 
by this pa~3grapt and :~at at t~e :i~e 0: 9u:c~ase ~c 
more than five percent of ~te ~~vestment 90rtfG:~o 
shall be invested in the sec~:i~ies of a single 
issue:". 

2. Page 3, li~e 46, by ins~rt.ing after the '..,ore 
"deb:" the following: "that ~atures within o~e 
hundred eighty days and that is". 

3. Page 4, :ine 2, by :nserti~g after the wo:d 
IlclassiE~catic~" the followi~g: ", and provided 
f~r~~er that at the ti~e of purchase ~c mote than 
:hirty percent of the investment portfo:io cf ~he 
treasurer oE stat~ C~ any other state age~cy shall je 
in i~vestments author:zea by this paragraph and t~a~ 
at the time of p~rchase no more than :ive perce~~ of 
~he investmer.t portfolio shall be invested i~ ~~e 
securities of a single issuer " . 

4. Pase 4, L:~e 3~, by inserting after :te *crd 
"accepta~cesll the followi:1g: "that mature ~it:-:.!.n or:e 
hundrec eighty days a~d ~ha: a:e eligible for p~rchase 
by a ~ederal reserve bank, provided that at :he time 
of purchase no ~o=e than ten percent of the inves~men: 
portfo:io shall be i~ investments authorized by this 
~arag:aph a~d :hat at the time of purchase no more 
than five percent of ~he investment portfolio shall oe 
i~vested in the securities of a single issuer". 

s. Page 4, l~~e 33, by inserting after the ~ord 
"debt)' the Eollowing: "that ~atures Wlt~ln one 
hundred eighty days and that is". 

6. Page 4, :ine 39, by inserti~g after the wc~d 
"classification" t~e following: 'I, and p~ovidei 
further t~al at the cime oE purchase no ~ore :~a~ :~~ 
percent of :he investment portfolio shal~ ~e ~~ 
i~vest~ents G~thG~:zed bv :~is oarac:~~h a~C ~~a~ a~ 
t~e t~me of purchase no ~cre th~n !£ve-?ercent oE :he 
i~vestrne~t ~or~Eclio s~al: be ~~vested i~ the 
securities of a s~~gle issue~". 

By DER?Y:" Mc:"i'.R£N 

S-5157 FIi:,ED ~\.A.RC:;: 9, 1992 
{{~( .'?}o 

J 
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A f~scs~ note for Seo3te File 2036, as passed by the Senate, ~s ~ereby 

s~bmitted ?ursuan: to Jc~~t Rule ~7. )ata ::sed ~~ developing this fisca~ ~ot~ 

~s available f:om the Legislative F~sca: 3~~eau to ~e~be~J c£ :~e ~egis~~t~re 
u?cn request. 

--------------------------------------------------
Senate File 2036, as ?assec by the Se~ate, deals with the ir.ve~t~er.t of ?ub~ic 

~unds ~nd defines responsibili:ies and requi~ements. 7he bl~~ requ~~es an 
a~di~c~, when examlning :he Board ~f Regect3 institu:iocs, ci:ies a~~ city 
offices, counties, and county and ~emor~aL hospitals, :~ tes: ~or compliance 
~ith ln~estment pOllcy# ~actors to be examined are specified, ~ncl~d~ng a 
review of the ~nter~al control st~ucture. 

~ne Treasu~er ~s ~8quired to re?or: on in~est~ent3 ~y poli:ical entities and 
~ay adopt administ:at~ve rules to co~iec: t~e informa:ic~ for repor:t~g and !;r 
other ?urpcses. T~e Treas~rer 8:S0 i3 ~o prov:c2 :ec~nic31 :~fQrma:iJn ~nd 

assistance to ?olitical subdivisions. ?ro"idi~g assistance d?€s ~ot ~ake the 
State, the Tr~asurer, O~ the Treasurer's designee :iable to: ~DSS, damage, c~ 

expense incurred by ~he ?oiiticai subdi~i5ion. 

~ri:~e~ ~nvestment ?oi~c:es are requ:red for the Eaard of ~ege~ts and ot~e~ 
entities investi~g public fu~ds. 

Standa~ds Are se: for i~vestmen~ of pubi~c ~unds. In a~ditiQ~ ~o ?rovidi~g :::r 
sa~ekee?~ng of funds :n :heir possess:on, State age~c:es and ~C~::lCS~ 
subdivisions a~g to exerc:se s~:~l and diLigence~ appLy:~g ~~e ?r~de~: ~erscn 
stA~dard. The ?ri~ary invest~ent goals, in order of ?~~ori:y, are: 

.. T~e 3afe:y of :~e ?r:~c:?a:. 

2. Mainta:ning ?ro?er l~quid~~y. 
3. Obtd:ning a ~easc~ab:~ re:u~;.. 

[nves~~ents are permit:ed 1~ ob:~gat~0ns of :he U. S. gover~me~t, ~ederaily 

::1sured. certi~icates of deposi:, ?r:me bar.kers aCC2?tar.c2S, c::::rr.:"!':er::::i..1~ pa;::er Jr 
shor:-(e~3 corporate deb:, repurchase agreements ~i~~ un~e~:yi~g coLla~er2l of 
:he above men:ioned :ypes, a~d in dn open-e~d ~a~agement :~~est~e~~ :~~pa~y 
-regi.stered l.Ji:h :he Federal Secur~:~es ar.ci Exc!1ar.ge Comrr.:ss:.:)n. Scme 
~iEferer.ces eXlst in ot~e~ ~eq~:~e~ents f~r Statz and :QC3~ ~ger.c:es. 

7he Ia~a ?ubl:c E~p:~yees ~e::~eme~t Sys~em ~s exempt ~rom :~ese regu~dtions. 

~:m:ts are set 
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Requirements for banks, savings and loans, and credit unior.s, as depositories, 
are established. The requirements deal with collateral, federally insured 
deposits and securlty [or the deposit, and Other such factors. Joint 
investments are subject to examination by an administrator appointed by the 
Commissioner of Insurance. 

Assumptions: 

1. The demand fnr services from the Office of the Treasurer by pOlitical 
subdivisions will be met by responding directly to q~estions, distributing 
informative publications, and public presentations. CI,rrent staffing is 
expected to be sufficient to provide these services. 

2. The Treasurer's current investment practices are consistent with the 
requirements of the bill. 

3. The Securities Bureau, Insurance Division, of the Department ot Commerce 

4. 

5. 

6. 

will be required to take on new duties and provide examinations tn the 
investment trust area. 
~xaminatton COsts by the Banking and 
Department of Cnmmerce will be offset 
examinations. 

Credit Union Divizions, of the 
by increased billings for these 

Local governments will experience some increase in audit costs. The 
additional costs of obtaining federal Security and Exchange Commission 
registration will be passed along to the local government investors • 
The 3 Board of Regents' universities ~ould be prohibited [rom investing in 
certain money market instruments they currently use for overnight 
investment. For purposes of estimation, i,t 15 assumed that: 

a. The current operating funds remain constant. 
b. The difference between the rate of return on money market funds 

and the repurchase agreements will remain constant. 
c. The cut off time for investing in repurchase agreements is 11:00 

a.m. and the Common Fund cut off is 2:00 p.m. Central Time. 
d. $3.0 million is left uninvested On a daily basis. 

Fiscal {",pact: 

1. The Office ot the Treasurer will be able to provide lechnical assistance 
and collect the required information within current budget and staffing 
levels, assuming the volume of requests and information is not excessive. 

2. The cost to the Office of the Auditor cannnt be estimated. The increased 
charges by the Auditor to the Regents' institutions arc estimated to be 
less than $5,000 annually. 

3. The Insurance Division, Department of Commerce, «ould need an experienced 
auditor (1.0 FTE position). The one-time, start-up costs wouid be $5,000 
with on-going annual costs of $49,100 for salary and audit expell.eo LO 
meet the new respollsibilities. Costs could be reduced if clear authority 
were provided permitt.ing the Commisl;ioncr of Insurance to contract for 
outside professional services. 

4. It IS 3nticipal~d that additional costs to th~ g~nki~~ Division and the 
Credit Union Divlsion, Department of Cotnr."lerce, will be minirr.al and can be 
ah~orbed through normal examination functions. 

5. Local school districts could experience increased administra~ive and 

• 
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auditing costs. No estimate of these costs 15 available. 
6. The required investment auditing wi~t increase :he cOSts to cities. The 

amount will vary by city. Joint investmen: costs are expected to ~ncre3se 
by $25,000 to $50,000 for the federal Securit'es and exchange Commission 
registration which ~ould probabLy be taken out of interesc earned by che 
cities. 

7. Fcr the Board of Regents, the adminis:rative costs for the increased 
workload for managing the daiLy investment of repurchase agreemencs wiLL 
be approximately $52,000 annually. Invescment revenues will be reduced by 
approximately $479,000 annually, for a total cost of $531,000. 

Sources: 

Auditor of State 
Treasurer of State 
Department of Commerce: 

Insurance Division 
Banking Division 
Credit Unions Division 

League of Iowa Municipalicies 
Department of Education 
Board of Regents 
Iowa Association of School Boards 

FILED MARCH 20, 1992 

(LSa 5482sv.2, MDF) 

BY DENNIS PROUTY, FISCAL DIRECTOR 



SENATE FILE 203ft:, 
BY COMMITTEE ON LOCAL GOVERNMENT 

(SUCCESSOR TO SSB 2003.1) 

(AS AMENDED AND PASSED BY THE SENATE MARCH 10, 1992) 

ALL New Language by the Senate 

Passed Senate, Date 'i.!ir;/7.3. V1i"-9) Passed House, Date #:2/9:< &./y,;:) 
'-If Nays cl Vote: Ayes Cf'l Nays ---.J.O-L...... __ Vote: Ayes 

Approlled 

A BILL FOR 

ii-/I?/q :2(jJ - /c,. ::Z,) 

2..2... -7l~~ 

1 An Act relating to regulating the investment oJ public funds and 

2 providin.Q an effec~ive=date. 

3 BE IT ENACTED BY THE GENERA~ ASSEMBLY OF THE STATE OF IOWA: 

4 

18 

20 

2L 

SENATE FILE 2036 
H-5620 

1 Amend Senate File 2036 as amended, passed, and 
2 reprinted by the Senate, as follows: 
J 1. Page 8, by inserting after line 10 the 
4 fo11owinq: 
5 ·Sec.- _ Section 331.303, Code 1991, is amended 
6 by addingth"e following ne\-/ subsection: 
7 NEW SUBSECTION. SA_ Approve the written 
8 investment policy for the county required under 
9 section 452.10B." 

10 2. By renumbering as necessary. 

8-5620 FILED MARCH 3:, 1992 
dd..~d/ '-I/;:df2./o,t.,; 

By MURPHY of Dubuque 

SF 2036 

mk/cc/26 

... -



S.F. 203/0 H.F. 

1 Section 1. Section 11.2, Code 1991, is amended to read as 

2 follows: 

3 11.2 ANNUAL SETTLEMENTS. 

4 1. The auditor of state shall annually, and oftener if 

5 deemed necessary, make a full sett:ement betwee~ the state and 

6 all state officers and departments and all persons receiving 

7 or expending state funds, and shall annually make a complete 

8 audit of the books and accounts of every department of the 

9 state. 

10 Provided, that the accounts, records, and documents of the 

11 treasury departxent shall be audited daily. 

12 Provided further, that a preliminary audit of the 

13 educational instltutions and the state fair board shall be 

14 made periodical:y, at least quarterly, to check the monthly 

15 reports submitted :0 the director of revenue and finance as 

16 required by section 421.31, subsection 4 and that a final 

17 audit of such state agencies shall be made at the close of 

18 each fiscal year. 

19 2. In conjunction with the audit of the state board of 

20 regents reguired under this section, the auditor of state 

21 shall also perform tests for compliance with the investment 

22 PQlicy of a reasonable number of investment tra~sactions in 

23 relation to the total invest~ents and Quantity of transactions 

24 in the period audited. The results of the compliance testing 

25 shall be reported by the auditor of state in accordance with 

26 genera::y accepted auditing standards. The auditor of state 

27 ~ay also ~ake rec~~~endations ~or changes to ir.vestment policy 

28 or practices. The state board of regents is responsible for 

29 the rereedy of reDorted noncompiiance ~ith its policy or 
30 oractices. 

31 Except for sec:.lr':'tj· for p~bl.ic d~osits as previ.ded 1:1 

32 sections 453.16 through 453.:9 and sections 453.22 a~d 453.23, 

33 as part c: ~ts audi~, the s~a:e board 0: reger.ts is 

34 responsible for obta~ning and orov:ding to the a~di:or of 

35 state the aud~ted ~inancial 5tate~ents and re~ated repo:t on • 
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1 internal control structure of outside persons, performing any 
2 of the following for the state board of regents: 

3 a. Investi~g public funds. 
4 b. Advising on the investment of oublic funds. . 
5 c. Directing the deposit or investme~t of oublic funds. . 
6 d. Acting In a fiduciary caEacity for the state board of 

7 regents. 

8 The review by the auditor of state of the most recent 

9 annual (eEort :0 shareholders of an open-end management 

10 investment comEany or an unincorporated i~vestment comEany or 

11 investment trust registered with the federal securities and 

12 exchanqe co~~ission under the federal Investment Company Act 

13 of 1940, 15 O.S.C. § 80(a), pursuant to 17 C.F.R. § 270.306-1 

14 or the ~eview pursuant to a regular examination under state or 

15 federal law, to the extent the results of the examination are 

16 not confidential, of the investment activities of a bank, 

17 savings and loan, or credit union on behalf of the board of 

18 regents, shall satisfy the review requirements of this 

19 subsection. 

20 All outside persons shall notify in writing the state board 

21 of regents subdivision within thirty days of receipt of 

22 co~~unication :rom the auditor of state or any regulatory 

23 autho~ity of the existence of a material weakness in interna~ 

24 control struct~re, or regulatory comE1aints, orders, or 

25 sanctions against the outside person. This provision to 

26 provide notice shall not be limited, or avoided, by contract. 

27 Provided, however, that to the extent that a prcvisio~ of 

28 this subsection conflicts with federal law, it shall be 

29 constr~ed to avoid such conflict. 

30 Sec. 2. Section 11.6, subsection 1, Code Supplement 1991, 

31 is amended to read as follows: 

32 1. a. The financial condition and transactions of all 

33 cities and city o::ices, counties, county hospitals organized 

34 under chapters 347 and 347A, memorial hospitals organized 

35 under chapter 37, entities organized under Chapter 28£ having 

-2-
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1 gross receipts in excess of one hundred thousand dollars in a 

2 fiscal year. merged areas. area education agencies. and all 

3 school offices in school districts. shall be examined at least 

4 once each year. except that cities having a population of 

5 seven hundred or more but less than tWO thousand shall be 

6 examined at least once every four years, and cities havlng a 

7 population of less than seven hund~ed may be examined as 

8 otherwise provided in this section. The examination shall 

9 cover :he fiscal year nex: preceding the year in which the 

~O audit is cor.duc~ed. The examination of schoo: offices shal: 

11 inc!ude an audit of all school funds, the certified annual 

12 financial report. and the certified enrollment as provided 1n 

13 section 257.11. Examinatior!s of cormnunity colleges shall 

14 include an audit of eligible and noneligible contact hours as 

15 defined in section 286A.2. Eligible and noneLigibie contact 

16 hours and the ce,t~::ed enrollment shall be certifled to the 

17 departnent oE ~anage~e~~. 
18 Subject to the exceptions and ~equireme~ts of Subsection 2 

19 and subsection 4, patagraph "c", examinations shall be ~ade as 

20 determined by the sover~mental Subdivision either by the 

21 auditor of state or by certified public accountants, certified 

22 in the state of Iowa, a~d they shall be paid from ~he proper 

23 public funds of the governmental subdivision. 

24 b. In conjunction with the audit of the 90ver~mental 

25 subdi~ision rec~ired ~~der this section, the oerson perfo:mi~9 

26 tr.e a~dit sha~: also oerEorn tests :or comp::a~ce ~}i~~ t~e 

27 invest~e~t policy of a reaso~able ~~ffiber of i~~ves~~ent 

28 transactions in re'a~;on '0 "ne tota' 'r.'Jes .... """Ip ....... - a~c' G:·::::,..-t'ty .. _ ...... " '- ... ~ _ .... ....." ...... ;,..;0 .• • ...... Q •• _ 

29 oe transactions in the Defiod audited. Tte results of :he 

30 CO"'D"'n~e ·es""9 "" , ','. _ ... c:........ .... ... _., 5.;3 __ oe reocr:ed in accordance with 
j-'_, oen"er.a'iy acceo~~o" ".' -. d "s --L -~ a~o~":n9 ~"a~ atc . ~he persGn pe~:or~:~g 

32 the d:,,:Ci.t: :nay also ~a~e rec:);;:!':';encaticns fo~ c:r.anges ":.0 

~he gover~men:al s~bdivisian 

34 is :esoo~s~b:e Eor t~e :e~edy of reported nonco~Dl:a~ce w~th 

35 its POllCY or oract:ces. 

-3-
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1 Except for security for public deposits as provided in 

2 sections 453.16 through 453.19 and sections 453.22 and 453.23, 

3 as part of its a~dit, the governmental subdivision is 

4 responsible for obtaining and providing to the person 

5 performing the a~dit the audited financial statements and 

6 related report on internal control struc:~re of outside 

7 persons, performing any of the following for the governmental 

8 subdivision: 

9 ( 1 ) Investin9 public funds. 

10 ( 2 ) Advising on the investment of !?ublic funds. 

11 ( 3 ) Directing the deposit or i~yestment of public funds. 

12 ( 4 ) Acting in a fiduciary caeacity for the governmental 

13 subdivlsion. 

14 The review by the person performing the audit of the most 

15 recent annual report :0 shareho:ders of an ope~-er.d manaaement 

16 investment company or an unincorporated invest~e~t comoany or 

17 investment trust registered with the federal securities a~d 

18 exchanqe ccmmission under t!1e federal !nvestment Company Act 

19 of :940, 15 U.S.C. § 80(a), purs~ant to 17 C.F.R. § 270.30d-l 

20 or the review eursuant to a regular examination under state or 

21 federal law, to the extent the results 0: the review are no: 

22 confidential, 0: the investment activities of a bank, savlngs 

23 and loan, or credit union on behalf of a governmental 

24 subdivision, shall satisfy the review reguirements of this 

25 lettered paragraph. 

26 A~l outside persons shall notify in wrlting the 

27 governmental subdivision within thirty days of receipt oE 

28 co~~unication from an independent audi:or or a"y re9ulatory 

29 authority oE the existence of a ~a:erial ~ea~ness in internal 

30 control str~cture, or regulatory comp:a~nts, orders, or 

31 sa~c:ions aga:ns: the o~:side persc~. Th!s orovisicn to 

32 provide not~ce s~all not be limited, or avoided, by contract. 

33 The a~ditor of a joint invest~ent trust shal: file all 

34 exa~i~ation reoorcs ~ith :he adni~istrator o~ the securi~ies . 
35 bureau of the insura~ce division of tne depart~ent of co~"erce 

-~-
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1 within ten days of completing the examination. The auditor 

2 shall iw~ediately notify the administrator of any violations 

3 or weaknesses in ~nternal control structures. 

4 provided, however. that to the extent that a provision of 

5 this subsection conflicts with federal law. it shall be 

6 construed to avoid s~ch conflict. 

7 Sec. 3. Section ll.6. subsection 4, Code Supplement 1991. 

8 IS amended by adding the following new unnumbe~ed paragraph: 

9 »;EW UNNUMBERED ?lI.RAGRA?H. Ar. exam:'nation under this 

Ie subsection shall Lnclude a decermination of whether 

11 investments by the governmental subdivision are authorized by 

12 state law. 

13 Sec. 4. Section 11.6, subsection 7. Code Supplement 1991. 

14 1S amended to ~ead as " .. 
.L.O~..i.Ows: 

15 7. The auditor of state shall make guidelines avaiiable to 

16 the public setting Eorth accounting and auditing standards and 

17 procedures and audit and legal compliance programs to be 

18 applied in the examinat~on of the governmenta: subdivisions of 

19 the state. which sha!l [eoutre a review of the in:ernal 

20 control structure ar.d spec~:y testing of transactions for 

21 compl:a~ce. ~he guidel:r.es sha:l i~clude a requirement that 

22 the certified public accountant iw~ediately notify the auditor 

23 of state regarding any suspected embezzlement or theft. The 

24 auditor shall also provide sta~dard reporting formats for use 

25 in reporting the results 0: an examina:ion of a governmental 

26 subdivision. 

27 Sec. 5. Sect:on 12.1. Code 1991. is amended by adding the 

28 following new ~nnumbered paragraph: 

29 NEW UNNUMBERED PARAGRA?H. The treasurer shall report on 

30 the investments of all poli~ical subdivisions. 

31 instru~entalities, ar.d agencles of th~ state a~t~orized to 

32 invest funds made in acccrdance with sec~ion ~52.10 to the 

33 ger-eral assembly. T~e t~easurer shal~ adopt :u:es pur5~ar.t :0 

34 chapter :7A req~iri~g al: political subdivisions and agencies 

35 authorized to ~nvest ~unds to 5~bmit periodic reports of 

-5-
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1 investments made in accordance with section 452.10 to the 

2 treasurer and prescribing the forms for making the reports. 

3 Each political subdivision and agencies authorized to invest 

4 funds shall provide all the information required pursuant to 

5 this provision which shall be public records under section 

6 22.1. 

7 Sec. 6. NEW SECTION. 12.62 INVESTMENTS 3Y AGENCIES AND 

8 POLITICAL SUBD!VISIO~S TECHNICAL INFOR~~TION AND 

9 ASSISTA~CE. 

10 The treasurer of state shall adopt rules pursuant to 

11 chapter 17A for providing technical information and assistance 

12 to political subdivisions, instru~entali:ies, and agencies oE 
13 the state authorized to invest funds which are seeking to 

14 invest public funds. The treasurer or the treasurer's 

15 designee shall provide technical information and assistance to 

16 a political subdivision, instrumentality, or agency of the 

17 state a~thorized to invest funds at the request of the 

18 political subdivis~on, instrumentality, or agency of the state 

19 aut~orized to invest funds, including but not limited to 

20 technical information regarding the statutory requirements for 

21 investments by the political subdivision, instrumentality, or 

22 agency and technical assistance to enable the political 

23 subdivision, instrumentality, or agency to invest funds in 

24 accordance with state law. However, the fact that information 

25 and assistance are provided under this section to a political 

26 SUbdivision, instrumentality, or agency authorized to invest 

27 funds shall not make the state, the treasurer of state, or the 

28 treasurer's designee liable to a political subdivision, 

29 i~strumentality, or agency of the state in any manne. for any 

30 loss, damage, or expense incurred by the ~o:itical 

31 s~bdivision, instruffientali~YI or agency as a res~lt of an 

32 investment. 

33 Sec. 7. Section 28E.5, subsection 2, Code 1991, is amended 

~. 3,4
5 

to ;ead as fO:lows: 
~ • 2. The precise organization, composition and nat~re of any 

-6-
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1 separate legal or administrative entity created thereby 

2 together with the powers delegated thereto, provided such 

3 entity may be legally created. However, if the agreement 

4 establishes a separate legal administrative ent:~y, :he 

5 entity shall, wnen investing fu~dsl comply with the prov~sic~s 

6 of sectio~s 452.LO and 452.10A through 452.:0C and other 

7 applicable ~aw. 

8 Sec. 8. Section 262.14, subsection 3, unnumbered paragraph 

9 1, Code :991, is amended to read as follows: 

10 Any portion of the funds may be invested by the board. All 

11 invest~ents of funds shall be sub~ect to section 452.10. !n 

12 the investment of the funds, the board sha:l exercise the 

13 judgment and care, under the circumstances ~hen prevailing, 

14 whiCh persons of prudence, discretion and in~e:ligence 

15 exercise in their own affairs as provided in section 633.123, 

16 subsectio~ 1. 

17 The board shall have written investment policies which 

18 incl~de :istings oE authorized a~d una~:horized i~vestments, 

19 approval prc~esse3 for the selection ef inves~ment managers 

20 and other invest~ent crofessionals, a~lowable maturities for 

21 fi'~~d income sec:.Jrities, and provisions for regular and 

22 frequen~ board oversight, including a:ldit. The beard's 

23 investment policy shall cover endo'·lIr.ent and nonendownment 

24 investments. 

25 Sec. 9. Section 279.29, unnumbered paragraph 2, Code 1991, 

26 lS amended to read as follows: 

27 Pending audit and allowance oE claims under this section, 

28 the board shall invest moneys of the corporation to the extent 

29 practicable, and the board may provide :or ~he joint 

30 i~vestment of mo~eys ~ith OGe or more school corporations 

31 purs:.Jan~ to a joint invest~e~t agree~e~t. .~ll. i::ves:mer!ts 

32 funds shall be 5~b~ect to sections 452.10 and 452.:0A and 

33 ct~er applicable la~. 

34 Sec. 10. Sectior: 302.1.:., Code 199:, is ame:1ded to .ead as 

35 follows: 

-7 -
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1 302.11 SCHOOL FUND ACCOUNTS -- AUDIT OF LOSSES. 

2 The director of revenue and finance shall keep the 

3 permanent school ~und accounts in books provided for that 

4 purpose, separate and distinct from the revenue books. The 

5 auditor of state shall audit losses to the permanent school or 

6 university :und caused by the defalca~ion, mismanagement, or 

7 fraud o~-~he-6gen~~-o~-o~~~ee~~-eo"~~o~~~"g-6nd-ffi6n6g~ng-~he 

8 ftlnd. The auditor of state shall adopt rules pursuant to 

9 chapter 17A for those officers as necessary to ascertain the 

10 losses. 

II Sec. 11. Section 331.555, subsection 6, Code 1991, is 

12 amended to read as follows: 

l3 6. The treasurer shall keep all funds invested to the 

l4 exte~t practicable and may invest the funds jointly with one 

15 or more counties, judicial district depart~ents of 

16 correctional services, cities, or city utilities pursuant :0 a 

17 joint investment agreement. All investments of funds shall be 

18 subject to sections 452.10 and 452.10A and other applicable 

19 la,oi. 

20 Sec. 12. Section 384.21, Code 1991, is amended to read as 

21 follows: 

22 384.21 JOINT INVESTMENT OF FUNDS. 

23 A city or a city utility board shall keep all funds 

24 invested to the extent practicable and may invest the funds 

25 jointly with one or more cities, utility boards, judicial 

26 district departments of correctional services, or counties 

27 pursuant to a joint investment agreement. All investments of 

28 funds shall be sub;ect to sections 452.10 and 452.10A and . 
29 other aoplicable law. 

30 Sec. 13. Section 411.7, subsection 2, Code Supplement 

31 :99:, lS amended by adding the following new unnumbered 

32 paragraph: 

33 KE\'; U~NC;MBEREJ PARAGRAPH. Investments by t!1e fund shall be 

34 subject to the same audit and compliance testing requireffients 

35 as IS a politIcal subdivision which invests public funds with 

-8-
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1 a joint investment trust organized pursuant to chapter 28E. 

2 Sec. 14. Section 452.10, Code Supplement 1991, is amended 

3 by striking the section and inserting in lieu thereof the 

4 fol"owing: 

5 452.10 PUBLIC FUNDS INVESTMENT STANDARDS. 

6 1. In addition to investme~t standards and requirements 

7 otherwise provided by law, the investment of public funds by 

8 the treasurer of state, state agencies authorized to invest 

9 funds, and poli:ical subdivisions of this state, shal: comply 

10 with this section, except where otherwise provided by another 

11 statute specifically referri~g to this section. 

12 The treasurer of state and the treasurer of each political 

13 subdivision shal: at a1: times keep funds coming i~to their 

14 possession as pubiic money in a vault or safe to be provided 

15 for that purpose or in one or more depositories approved 

16 pursuant to chapter 453. However, the treasurer of state and 

17 the treasurer of each political subdivision shale invest, 

18 unless otherwise provided, any public funds net currently 

19 needed ;~ invest~ents authorized by this section. 

20 2. The treasurer o! state, scare age~cies aut~orized ~o 

21 in-'est funds, and pol~tical subdivisions of chis s~ate, when 

22 investing or depositing public funds, shall exerCise ~he care, 

23 skill, prudence, and diligence u .. der the circumstances :he~ 

24 prevailing that a prude~t person acting in a li~e capacity and 

25 familiar with such matters would use to attain the goals of 

26 this subsection. This standard requires that whe~ making 

27 investment decisions, a public entity shall cons~de: the role 

28 that the invest~ent or deposit plays within the portfOlio of 

29 assets of the public entity and the goals o~ this subsection. 

30 The p,i~ary goals of i~vestnent pruder.ce shal: be based in the 

31 following order of prio:i~y: 

32 a. Safety of principal is the first priority. 

33 o. Maintaining the necess~ry l~quidity to ~atch expected 

34 liabi:ities is the second priority. 

35 c. Obtaining a reasonable return is the third priority. 

-9-
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1 3. Investments of public funds shall be made in accordance 

2 with written policies. A written investment policy shall 

3 address the goals set out in subsection 2 and shall also 

4 address, but is not limited to, compliance with state law, 

5 diversification, maturity, quality, and capability of 

6 investment management. 

7 4. The treas~=er of state and all other state agencies 

8 authorized to invest f~nds shall only purchase and invest in 

9 the following: 

10 a. Obligations of the United States government, its 

11 agencies and instrumentalities. 

12 b. Certificates of deposit and other evidences of deposit 

13 at federally insured depository institutions approved pursuant 

14 to chapter 453. 

15 c. 

16 hundred 

Prime bankers' acceptances that mature within one 

eighty days and that are eligible for purchase by a 

17 federal reserve bank, provided that at the t:me of purchase no 

18 more than thirty percent of the investment portfolio of the 

19 treas~rer of state or any other state agency shall be in 

20 investments authorized by this paragraph and that at the :ime 

21 of purchase no more than five percent of the investment 

22 portfolio shall be invested in the securities of a single 

23 issuer. 

24 d. Commercial paper or other short term corporate debt 

25 that matures within one hundred eighty days a~d that is rated 

26 within the two highest classifications, as established by at 

27 least one of the standard rating services approved by the 

28 superintendent of banking by rule adopted pursuant to chapter 

29 17A, provided that at the time of purchase no more :han five 

30 percen: of all a~ounts invested in commerc.al paper and other 

31 short-term corporate debt shall be invested in paper and debt 

32 rated in the second highest c:assification, and provided 

33 further that at the time 0: purchase ~o more than thirty 

34 percent of ~he inve$~~ent pcrtrolio of :~e treas~rer of state 

35 or any other state agency shall be in investxents author:zed 

-10-
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1 by this paragraph a~d that at the ti~e of purchase no more 

2 than five perce~t of the i~vestme~t portfolio sha1~ be 

3 invested in the sec~rities of a single issuer. 

4 e. Repurchase agreements whose underlying collateral 

5 consists of the i~vestments set out in paragraphs "a" through 

6 "d" if the treasure: of scate or state agency authorized to 

7 invest funds ta~es delivery of ~he co:lateral either directly 

8 or through an authorized custodia~. Repurchase agree~ents do 

9 not inClude :everse repurchase agree~ents. 

10 Investmen~s authorized for ;he Iowa ?ublic emp:oyee 

11 retire~ent system in sec:ion 973.7, subsection 2, paragraph 

12 "b", except that i~vest;ne:1t in corrullon stocks :'s not permitted 

13 except with respect :0 endowment ~unds or i:1vestments held 

14 under deferred compe~sat:'on agreements. 

15 g. An open-end management investment company organized i~ 

16 trust form registered with the federal securities a~d exchange 

17 cOlmnission under the federal :nves:ment Company ;>.ct of ~940, 

18 15 U.S.C. § 80(a) and operated in accordance with 17 C.?~. § 

19 27Qe2a-7 or "The Ccm:r.c:1 ~und For Nonprofit Organizat:'ons" or 

20 its affiliates. prov~ded that the persons ~anagi~g :he funds 

21 ar~ regulated by the federal securiti~s a:1d ~xchange 

22 conunission as an in\'est:ner.t company '..;nder the federal 

23 Investment Company Act of 19"0, 15 U.S.C. § 80(a). 

24 Futures and options contracts are not per:n:ssib:e 

25 i.:1'Jest~ents. 

26 5. Politica: subdivisions 0: this state shall only 

27 purchase and invest in the fol:owing: 

28 a. Obligations of the United States govern:nent, its 

29 agencies and instru:nentalities. 

30 b. Certificates of deposit alld other ev:dences of deposit 

3l at fede~a:ly lnsured deposito~y institutions approved pursuant 

32 to chapter 453. 

33 c. ?rime ba~kers' accep~ances tha~ ma~~~e with:'n one 

34 hundred eighty days and tna: are e:igible Eor purchase by a 

35 federa: reserve ban~, provided tha: at the ti~e o~ purchase ~o 
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I more than ten percent of the investment portfolio shall be in 

2 investments authorized by this paragraph and that at the time 

3 of purchase no more than five percent of the investment 

4 portfolio shall be invested in the securities of a single 

5 issuer. 

6 d. Commercial paper or other short term 

7 that matures within o~e hundred eighty days 

corporate debt 

and that is rated 

8 within the two r.ighest classifica:ions, as established by at 

9 least one of the sta~dard rati~g services approved by the 

10 superintendent of ba~king by rule adopted pursuant to chapter 

11 17A, provided that at the time of purchase no more than five 

12 percent of all amounts invested in commercial paper and other 

13 short term corporate debt shall be in paper and debt rated in 

14 the seco~d highest classification, and provided further that 

15 at the time of purchase no more than ten percent of the 

16 investment portfolio shall be in investments authorized by 

17 this paragraph a~d that at the time of purchase no more than 

18 five percent of the investment portfolio shall be invested in 

19 the securities of a single issuer. 

20 e. Repurchase agreements whose underlying collateral 

21 consists of the investments set out in paragraph "a" if the 

22 subdivision takes delivery of the collateral either directly 

23 or through an authorized custodian. Repurchase agreements do 

24 not include reverse repurchase agreements. 

25 f. A joint investment trust organized pursua~t to chapter 

26 28E organized prior to a~d existing in good sta~di~g on the 

27 effective date of this Act. Provided that the joint 

28 investment trust shall be rated within the ~wo highest 

29 classifications by at least one of the standard rati~g 

30 services approved by the superintendent of banking by rule 

31 adopted pursuant to chapter 17A. 

32 g. An open-end ma~agemen: invest~ent company, or an 

33 uninco~pora~ed investment company or investmen: trust, or a 

34 joi~t i~vestwent trust organized ~~rsuant to chapter 28E O~ or 

35 after che effective date 0: this Act, provided :hat such 
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1 entit~es are registered ~nder the federal Investment Company 

2 Act of 1940, 15 U.S.C. § 80(a), and are operated in 

3 accordance with 17 C.F.R. § 270.2a-7, the portfolio of which 

4 is authorized by section 452.10. 

5 Futures and options contracts are not permissible 

6 investments. The provisions of section 452.10A must also be 

7 satisfied by the purchaser or i~vestor. 

8 The trading of securities in which public funds are 

9 invested for the purpose of speCUlation and the realization of 

10 shor:-term trading profits is prohibited. 

11 The lnvestments by a political subdivision or agency ~ust 

12 have maturities :hat are consistent with the needs and use of 

13 that political subdivision or agency. 

14 6. Investments by the Iowa public employees' retirement 

15 system are governed by chapter 978 and are not subject to this 

16 section. 

17 Sec. IS. NEW SEC~ION. 452.10A ?UB~:C INVESTMENT MATURI7Y 

18 AND PROCEDURA: LI~ITATIONS. 

19 1. ~he investment of public funds which are operating 

20 funds by a political subdivision shall be subject to the 

21 fcl:owing: 

22 a. As used in this section, "operating funds" means those 

23 funds which are reasonably expected to be expended during a 

24 current budget year or within fifteen months of receipt. 

25 b. Operating fu~ds must be identified and discinguished 

26 from all other funds available for investment. 

27 c. Operating funds may only be invested in investments 

28 ~hich mature within tr.ree hundred ninety-seven days or less 

29 and which are authorized by law for the investing public 

30 entity. 

31 2. All invest~ents of public fu~ds by political 

32 subdivisions shal~ be subject to the :ol:owlng: 

33 a. Each invest~ent must be authorized by app:icable law 

34 and :he written i~vestment policy of the political 

35 subdivision. 
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1 b. The trading of securities in which any public funds are 

2 invested for the purpose of speculation and tr.e realization of 

3 short-term trading profits is prohibited. 

4 c. Investments by a political subdivision must have 

5 maturities that ace consistent with the needs and use of that 

6 political subdivision or agency. 

7 d. Each political subdivision whose investments involve 

8 the use of a public funds custodial agreement, as defined 10 

9 section 452.10C, shall comply with rules adopted pursuant to 

10 section 452.10B relating to those investments. All contracts 

11 providing for the investment of public funds shall be in 

12 writing and shall contain a provision requiring that all 

13 investments shall be made in accordance with the laws of this 

14 state. 7he political subdivision also shall submit 

15 information about investments involving outside pe,sons to the 

16 treasurer of state as required by rule adopted under section 

17 12.1 which shall be public records ~nder section 22.1. 

18 e. A contract Eor tr.e investment or deposit of public 

19 funds shall not provide Eo: compensation of an agent or 

20 fiduciary based upon invest~ent performance. 

21 3. A treasurer of a political subdivision may invest funds 

22 of the political subdivision or agency that a::-e not operating 

23 Eu~ds in investments having maturities longer than three 

24 hundred ninety-seven days. Subsection 1 does not apply to 

25 public cunds that are not operating funds or to public funds 

26 that are invested under the provisions of a resolution or 

27 indenture for the issuance of bonds, notes, certificates, 

28 warrants, or otr.er evidences of indebtedness if such 

29 investments are c:assified or approved as investments for 

30 municipal financing, within the two highest classifications by 

31 at least one of the standard rating services approved by the 

32 superi~tendent of ban~ing by r~:e pursuant to chapter 17A. 

33 4. As used in this section, "public funds" means all funds 

34 tha~ are public ~unds within the ~ean~ng of section 453.1, 

35 subsection 2, paragraph "b", except state funds invested by 
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1 the treasurer of state. 

2 5. This section shall not be construed to supersede any 

3 provision of this chapter or oE chapter 453. 

Sec. 16. NEW SECTION. 452.10B WRITTEN I~VESTMENT 

5 POLICIES. 

6 1. Political s~bd:v:sions shall approve written invest~e~t 

7 policies which incorporace the guidelines speci~:ed in section 

8 452.10, sectio~s 452.10A through 452.10C, and any other 

9 provis:ons deemed necessary to adeq~ately safeguard invested 

10 public f~nds. 

11 2. The written investment policy required by section 

12 452.10 shall be delivered to a~l of the rollowi:1g: 

13 a. The gove r:"', i ng body or of~icer oE the p~blic entity to 

14 which the policy applies. 

15 b. All depository institutions or fiduciaries for public 

16 funds of the public entity. 

17 c. The a~ditor of the public entity. 

18 Sec. 17. NEW SECTION. 452.10C REGULATION OF PUBLIC FUNDS 

19 CUSTODIAL AGREEMENTS. 

20 A commission consisting of the treasurer oE state, the 

21 acditor of state, the cor.~issioner of ins~rance, the 

22 superintendent of banking, the superintendent of savings and 

23 loan associations, and :he superintendent of credit ~nions, 

24 shall adopt rules under chapter l7A requiring the inclcsion l~ 

25 public funds c~stodial agreements of any provisions necessary 

26 to prevent loss of public funds. 

27 The superinte~dent of banking shall enforce compliance ~ith 

2B (ules adopted pursuant to this section with respect to banks 

29 organlzed under chapter 524 and acting as or designati~g 

30 custod~ans of pub~ic ~~nds. The supe(inte~dent of credit 

31 unions shall enforce compliance with rules adopted pursuant to 

32 this section with respect to credit unions organized under 

33 chapter 533 and acti~g as or designat:ng custodians of public 

34 funds. The superi~tendent of savi~gs a~d !oan associations 

35 shall enforce co~plia~ce with r~les adopted p~:sua~t to this 
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1 section with respect to associations organized under chapter 

2 534 and acting as or designating custodians of public funds. 

3 The administrator under chapter 502 shall enforce compliance 

4 with rules adopted pursuant to this section with respect to 

5 all other persons acting as or designating custodians of 

6 public funds. 

7 As used in this section. "public funds custodial agreement" 

8 means any contractual arrangement pursuant to which one or 

9 more persons. including but not limited to. investment 

10 advisors. investment companies. trustees. agents and 

11 custodians. are authorized to act as a custodian of or to 

12 designate another person to act as a custodian of public funds 

13 or any security or document of ownership or title evidencing 

14 public funds investments other than custodial agreements 

15 between an open-end management investment company registered 

16 with the federal securities and exchange commission under the 

17 federal Investment Company Act of 1940. 15 U.S.C. § 80(a) and 

18 a custodian bank. 

19 As used in this section ·public funds" means public funds 

20 as defined in section 453.1. However. this section does not 

21 apply to public funds that are invested under the provisions 

22 of a resolution or indenture for the issuance of bonds. notes. 

23 certi~icates. warrants. or other evidences of indebtedness. 

24 To the extent that a provision of this section conflicts with 

25 federal law. it shall be construed to avoid the conflict. 

26 Sec. 18. Section 453.1, subsection 2, paragraph a, Code 

27 1991, is amended to read as follows: 

28 a. "Depository" means a bank or-any-e€€iee-of-a-han~-who~e 

29 aeeotlne~-are-in~tlr~~-oy-th~-~~dera~-d~pe~±t-±n~tlrane~ 

30 eor~orat±en7-or. a savings and loan a~~eeiae~on-o~-a-~a~±n9~ . -
31 oan~-o~-any-brane~-e€-a-~a~±n9s-and-~ean-as~oe~ae±en-er 

32 aa~±n9~-ban~-w"e~e-aeee~nt~-are-ina~re~-hy-t~e-€edera~-aa~in9~ 

33 and-ioan-in~tlranee-eer~o~at±en. or a credit union in~tlred-oy 

34 ehe-nationa~-eredie-tlnion-adm±n±aeraeion in which public funds 

35 are deoosited under this chap:er. 
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1 Sec. 19. Section 453.1, subsection 2, Code 1991, is 

2 amended by adding the following new paragraphs: 

3 NEW PARAGRAPH. c. "Bank" means a corporation engaged in 

4 the business of banking authorized by law to receive depos~ts 

5 and whose deposits are insured by the bank insu:ance fund of 

6 the federal deposit insurance corporation and includes any 

7 office of a bank. 

8 NEW PARAGRAPH. d. 

9 authorized to ope~ate 

"Savings and 

ur,der chapter 

loan" means a corporation 

534 or the federal Home 

10 Owner's Loan Act of 1933, :2 U.S.C. § 1461, et seq., and 

11 includes a savings and loan association, a savings bank, or 

12 any branch of a savings and loan association or savings bank. 

13 NEW ?ARAGRAPH. e. "Credit union" means a cooperative, 

14 nonprofit association incorporated under c~apter 533 or the 

15 federal Credit Union Act, 12 U.S.C. § 1751, et seq., and that 

16 is insured by the national credit union administration and 

17 includes an of:ice of a credit union. 

18 NEW ?ARAGRAPH. f. "Financial institution" means a bank, 

19 savings and loan, or a credit union. 

20 Sec. 20. Section 453.1, subsection 3, Code 1991, is 

21 amended to read as follows: 

22 3. A deposit of public funds In a depository pursuant to 

23 this chapte: shall be secured as follows: 

24 a. If a depository is a savings and loan asseei6e±o~r-a 

25 savi~9~-ba~~,-o~-a"-effiee-of-a-sav±n9s-and-~oa~-asseeiaeion 

26 or-savin9s-ba"~ or a credit union, then t~e public deposits in 

27 tnose-de~os±tor±es the savings and loan or credit union shall 

28 be secured pursuant ~o sections 453.16 through 453.19 and 

29 sections 453.23 and 453.24. 

30 b.!f a depos:tory is a bank, ered±t-tln~o~,-er-a"-oft~ee 

31 of-a-06n~-or-ered±t-tln±o", then the public deposits ir. ~~ose 

32 de~osi~er~es :he bank shall be secured pursuant to sect:cr.s 

33 453.~~-th~otl9h 453.21, 453.23, a~d 453.24. 

34 Sec. 21. Section 453.15, Code :991, is amended cO read as 
35 fo::'lows: 

-17-
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1 453.15 RESTRICTION ON REQUIRING COLLATERAL. 

2 A local gove~nment shall not require a pledge of collateral 

J for that portion of the local government's deposits in a 

4 d~pe5±te~y-institut±on savings and loan or credit union that 

5 is cove,ed by insurance of a federal agency or instrumentality 

6 ine~ud±ng-t"e-tede~a=-d~po5it-inStlranee-eorporation7-the 

7 federai-~aving~-and-ioan-in~tlranee-eorporatien7-o~-the 

8 nat±onal-e~~dit-tlnion-admini~tration. 

9 Sec. 22. Section 453.16, subsection 1, unnumbered 

10 paragraph 1, Cede 1991, is amended to read as follows: 

11 Before a deposit of pubLic Eunds is made by a public 

12 officer with a depo~itery-in~titution savings and loan or 

13 credit union in excess of the amount federally insured by 

14 f~derai-depo~it-in~tl~anee-o~-fede~ai-~a~ing~-and-=oen 

15 inetlranee7-and-before-th~-inve~tment-ot-ptlbiie-ftlnds-in 

16 in~e~t~ents-autho~i~ed-in-~eetion-~5~.le-whieh-either-are-not 

17 ob±~gation~-of-or-gtlaranteed-by-the-Bnited-State~-government 

18 or-any-of-it~-ageneie~7-are-in-exe~~~-ef-the-amotlnt-in~tlr~d-by 

19 federai-depoeit-in~tlranee-or-fed~rai-~a~ing~-and-ioan 

20 inetlrane~7-or-er~-in~e~tment~-by-the-trea~urer-of-~tate 

21 ~peeifieaily-authori~ed-by-~eetion-45~.~e-to-be-~ade-a~ 

22 add±tionai-in~e~t~ent~-und~~-~eet±on-97B.77-~tlb~eet±on-~7 

23 ~arag~e~~-llbu, the public officer shall obtai~ security for 

24 the deposit or-±n~e~tment by one or more of the following: 

25 Sec. 23. Section 453.16, subsection 1, paragraph a, Code 

26 1991, is amended ~o read as fOllows: 

27 a. The depe~itory-in~tittlt±on savings and :oan or credit 

28 union may give to the public officer a corpo!a~e s~rety bond 

29 of a surety ccrporation approved by the treasury department of 

30 the United States and authorized to do business in this state, 

31 which bond shall be in an amount equal to the p~blic funds on 

32 depos:t at any time. The bo~d shall be cond~t~oned that the 

33 depcsit shall be paid promptly on the order of =he public 

4 off:cer making the depos:t and shall be approved by the 

officer making the deposit. 

-18-
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1 Sec. 24. Section 453.16, subsection 1, paragraph b, 

2 unnumbered paragraph 1, Code 1991, is amended to ~ead as 

3 follows: 

4 The ~epe~iee~y-i~~eie~eie~ savings and loan or credit union 

5 may deposit, mainta:n, pledge and assign for the benefit of 

6 the public officer in the manner provided in this chapter, 

7 securi~~es approved by the public officer, the market va~ue of 

8 which is not less than one hundred ten percent of the total 

9 deposits of public f~nds placed by that p~blic officer in the 

10 ~epe~i~e~y-i"~eie~tie" savinqs and loan or credit ~nion. The 

11 securities shal: consist o~ any of the fallowing: 

12 Sec. 25. Secticn 453.16, subsection _, paragraph 0, 

13 subparagraph (4), Code 1991, is amended to read as fOllows: 

14 (4) To the extent of the guarantee, loans, obligations, or 

15 nontransferable letters of credit upon whiCh the payment of 

16 principal and lnterest is fully secured or guaranteed by the 

17 United States 0: .'>."erica or an agency or instrumeno:a1ity of 

18 the Jnited States of Anerica 0: the ~~ited States coroo,ate 

19 central credit ~nio~, and the rating of t~e U~i[ed States 

20 corpor~te central credit u~io~ remains ~ithin t~e two highest 

21 classi~icat~ons 

22 standard ra~ing 

23 banking bv rule 

of pr ime 

ser'/ ices 

pursuan~ 

established by 

anoroved by the .... 
to chapter :7A. 

at least o~e of t~e 

superinte!1dent aE 
-1'~ ••. e treasure: of 

24 state shall adop~ ruces oursuant to chapter l7A :0 i~plement 
25 this sectic~. 

26 Sec. 26. Section 453.16, subsection :, paragraph b, 

27 unn~mbered paragraph 2, Code 1991, is amended to read as 

28 follows: 

29 Direct obligations of, or obligat:ons that are :nsured or 

30 fully g~aranteed as to princ:?al a~d interes~ by, t~e ~~ited 

:L States of Anerica, which may be :.:sed to sec:..;re the ceposit of 

32 public EU!1ds under subparagraph (1), :nclude i~vestxe!1ts in an 
" o~e~'-o""d "-nage-'='''''t" : ""'e .t--p ................... an r;"'~ ... me. tr··-t ..).,) ...., •• ~ .. :1.<=0; l'\\-;.~ ..... \. B ... ;" .... 1 ...... l~~ ... ;.;_:! .y 0 .. ~ .. /es'-L\::1..... ......:=> 

34 registered ~nder :~e ~e~e:al :nves:~en~ Company Act of 1940, 

35 15 U.S.C. § 80a, and :~ acc8~dance ~it~ 17 C.f.R. § 
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1 270.2a-7 e"e-~o~tfoiio-of-w"ie"-i~-iimited-eo-t"e-onited 

2 Seete~-gove~nment-o~iigetions-dese~i~ed-in-s~~~a~ag~ap"-tit 

3 and-eo-~ep~~eha~e-6g~eemenes-fttiiy-eoiiaee~6ii~ed-~y-t"e 

4 onited-Seaees-government-o~iig6tion~-de~e~i~ed-in-~ttbp6~6gr6ph 

5 titT-if-the-inve~tment-eomp6ny-o~-investment-t~~st-ta~es 

6 deiive~y-of-the-eoiieee~ai-eie"er-direeeij-o~-th~Ottgh-an 

7 etttho~i~ed-ettstodi6n. 

8 Sec. 27. Section 453.16, subsection 2, Code 1991, is 

9 amended to read as follows: 

10 2. If public funds are secured by both the assets of a 

11 de~o~itorj-instittttion savings and loan or credit ~nion and a 

12 bond of a surety company, the assets and bond shall be held as 

13 security for a rateable proportion of the deposic on the basis 

14 of the market value of the assets and of the total amount of 

15 the surety bonds. 

16 Sec. 28. Section 453.17, subsection 1, unnumbered 

17 paragraph 1, Code :991, is amended to read as follows: 

18 A depos±torj-in~tittttioM savings and loan or credit union 

19 which receives public funds shall pledge securities owned by 

20 it as required by this chapter in one of the following 

21 methods: 

22 Sec. 29. Section 453.17, subsection 1, paragraph c, Code 

23 1991, is amended to read as follows: 

24 c. The securities shall be deposited with the federal 

25 reserve bank of Chicago, Illinois~ or the federal home loan 

26 bank of Jes Moines, Iowa, or the United States corporate 

27 central credit union pursuant to a bailment agreement or a 

28 pledge custody agreement. 

29 Sec. 30. Section 453.17, subsections 3 and 4, Code ~991, 

30 are amended to read as follows: 

31 3. A:l deposits of securities, other t~an deposits 0: 
32 securities with the appropriate public officer, shall have a 

33 join= custody receipt taken for the securities with one copy 

34 delivered to the public of:icer and one copy delivered to the 

35 de~osito~y-instit~tion savings and loan or c~edit unior.. A 
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1 depo~±tory-i"seitat±o" savings and loan or credit union 

2 pledging securities with a public officer may cause the 

3 securities to be examined in the officer's office to show ~he 

4 securities are piaced with the officer as co~lateral secur:ty 

5 and are not transferable except upon the conditions provided 

6 ln thiS chapter. 

7 4. ~pon written request from the appropriate public 

8 officer but not :ess than quarterly, a depository-i"stitatio" 

9 sa':i:::9s and loan or credit union shall report the par value 

10 and t~e market va:ue of any pledged collateral and the total 

11 deposits of public funds of that officer in the depository 

12 i"stitatio" savings and loan or credit union. 

13 Sec. 31. Section 453.l8, Code :991, is a~ended to read as 

14 follows: 

15 453.18 CONDI~:ON OF SECURITY. 

16 The condition of the surety bond or the deposit of 

17 securities, instruments, or a join: custody receipt, must be 

18 that the depository-i~st±tatioM savings and loan or credit 

19 un:on will promptly pay to the parties entitled public funds, 

20 including any interest on the funds, in its custody upon 

21 lawful demand and, when required by law, pay the funds to the 

22 public officer who made the deposit. 

23 Sec. 32. Section ~53.:9, subsections 3 and 4, Code 1991, 

24 are amended to read as follows: 

25 3. In the event of substitution or exchange of securities, 

26 the holder cr custodian of the securities sr.all, on the sa~e 

27 day, Eorward by certified mail, return receipt requested, :0 

23 the public officer and :he deposi~ory-i~~ti~~~io~ savings and 

29 loan or credit union, a receipt specifically describing and 

30 identiry~ng both t~e subst~t~~ed securit:es a~d those released 

31 and ~eturned to the depositorY-~M~~~~~t~o~ sav:~9s and :oan or 

32 credit union. 

33 4. The 9ublic officer wh~ch deposits public funds with a 

34 ciepository-iMseittlt~o~ savings and lean Or c.ed:t union sha:: 

35 requ:re. if the mar<e: va:ue of :he securIties deposited with 

-2:'-
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1 or for the benefit of the officer falls below one hundred ten 

2 percent of the deposit liability to the public officer, the 

3 

4 

5 

deposit 

of the 

public 

of additional security to bring the total market value 

security to one hundred ten percent of the amount of 

funds held by the oepo5ito~y savings and loan or credit 

6 union. 

7 Sec. 33. NEW SECTION. 453.21 REQUIRED COLLATERAL --

8 SANKS. 

9 1. A depository that is a bank shall pledge 

10 collateral securities to the treasurer of state 

the required 

by depositing 

11 before January 31 of each year the collateral securities In 

12 restricted accounts of the treasurer of state, including but 

13 not limited co pledge-custody accounts, at a federal reserve 

14 bank, a trust department of another commercial bank, or \{it!1 

15 another financial institution which has been designated by the 

16 treasurer of state that is not owned or contrOlled directly or 

17 indirectly by the same depository or holding company. The 

18 bank shall deliver to the treasurer of state a security 

19 agreement which provides the treasurer of state with a valid 

20 and perfected security interest in the required coilateral. 

21 The market value of the required collateral shall not be less 

22 than five percent of the average total public funds placed on 

23 deposit in the bank during the preceding year. The average 

24 total public funds shall be calculated by adding the total 

25 public funds reported quarterly to the federal government on 

26 the report of condition and income, and dividing that amount 

27 by four. The calculation of the average total public funds 

28 shall be made before January 31 of each year. 

29 2. The treasurer of state shall adopt the following :ules: 

30 a. Providing for valuation of collateral iE the market 

31 value of a security is not readily determinable. 

32 b. Establishi~g re90rting requiremen:s. 

33 c. Establishing procedures for substituting different 

34 securities conSlstent wecn subsection 3. 

35 d. Establishing adrn:n~strative procedures necessary to 
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1 implement this chapter and other rules as may be necessary to 

2 accomplish the purposes of this chapter. 

3 e. Designating financial institutions eligible to be 

4 custodian of pledged collateral. 

5 f. Establishing fee schedules to cover costs incurred for 

6 opening and closing accounts and substitution of collateral. 

7 3. The securities used to secure public deposits shall be 

8 acceptable to the treasurer of state and shall be one or more 

9 of the following: 

10 a. Direct obligacions of, or obl:gations that are insured 

11 or fully guaranteed as to principal and interest by, the 

12 United States of ~~erica or an agency or instrumentality of 

13 the United States ot ~~erica. 

14 b. Public bonds or obligations of this state or a 

15 political subdivision of this state. 

16 c. Public bonds or obligations of another state or a 

17 political subdivision of another state whose bonds are rated 

18 within the two h:ghest class:f:cations of pr:me as established 

19 by at least one of the standard rating services approved by 

20 the superintendent of banking pursuant to chapter 17A. 

21 d. To the extent oE the guarantee, loans, obligations, or 

22 nontransferable letters of credit upon which the payment ot 
23 prinCipal and interest is fu:ly secured or guaranteed by the 

24 United States of ~~erica or an agency or instr~mentality of 

25 the United States of ~~erica. 

26 e. First lien mortgages which are valued according to 

27 practices acceptable to the treasurer of state. 

28 f. Corporate bonds rated within the two highest 

29 classifications of pri~e as established by at. :east one of the 

30 standard rating services appro~ed by the superintendent of 

31 banking pursuant ~o chapter :7A. 

32 g. A bond of a surety company approved by the united 

33 States treasury depar:~ent. 

34 ~irect obligations of, or obligations :hat are insured or 

35 fully guaranteed as to principal and interest by, the Un:~ed 
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1 States of America, which may be used to secure public deposits 

2 under paragraph "a", include investments in an investme:1t 

3 company or investment trust registered under the federal 

4 Investment Company Act of 1940, 15 U.S.C. § 80a, the portfolio 

5 of which is limited to the United States government 

6 obligations described in paragraph "a", if the investment 

7 company or investment trust takes delivery 0: the collateral 

8 either directly or through an authorized custodian. 

9 4. A bank may borrow collateral used for a pledge if the 

10 collateral is free of any liens, security interests, claims, 

11 or encumbrances. 

12 Sec. 34. NEW SECTION. 502.701 PUBLIC JOINT INVESTMENT 

13 TRUSTS. 

14 1. A joint investment trust organized pursuant to chapter 

15 28E for the purposes of joint investme:1t of public funds is 

16 subject to the jurisdiction and authority of the 

17 administrator, including all requirements of this chapter, 

18 except the registration provisions of section 502.201 and 

19 502.218. 

20 2. The administrator may make examinations within or 

21 without the state, of the business and records of each joint 

22 investment trust, at the times and in the scope as the 

23 administrator determines. The examinations may be made 

24 without prior notice to the joint investment trust or the 

25 trust's investment advisor. The administrator may copy all 

26 records the administrator feels are necessary to conduct the 

27 examination. The expense reasonably attributable to the 

28 examination shall be paid by the joint investment trusts whose 

29 business is examined, but the expense so payable shai: not 

30 exceed an amount whiCh the administrator by ruie prescribes. 

31 For tr.e purpose oE avoiding unnecessary duplication of 

32 examinations, the administ~ator may cooperate with other 

33 regulato~y authorities. 

34 Sec. 35. Section 453.22, Code 1991, is repealed. 

35 Sec. 36. EF?ECTIVE DATE. This Act, bei!'.g deemed of 
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1 immediate importance, takes effect upon enactment. The 

2 requirements for adoption oE rules, written investment 

3 policies, audit standards, and other administrative duties 

4 shall be implemented as soon as possible but not later than 

5 September 1, 1992. This Act does not apply to an investment 

6 made prior to the effective date oE this Act. 

7 The requirement in section 452.10, subsection 5, paragraph 

8 "E", as enacted in this Act that a joint investment trust 

9 organized pursuant to chapter 28E and existing prior to the 

10 effective date of this Act must be rated within the two 

11 highest classifications by at least one of the standard rating 

12 services approved by the superintendent of banking by rule 

13 pursuant to Chapter 17A as a condition of eligibility for 

14 public funds investments does not apply until July 1, 1993. 

15 The operations of such a joint investment trust nevertheless 

16 shall comply with all other provisions oE this Act not 

17 specifically exempted, on and after the effective date oE this 

18 Act. 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

SF 2036 
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HOUSE CLIP SHEET MARCH 27, 1992 

SENATE FILE 2036 
H-5550 

1 ~~end Senate File 2036 as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. By striking page 1, li~e 19, through page 2, 
4 line 29, and inserting tr.e following: 
5 "2.:n conjunction with the audit of the state 
6 board of regents required under this section, the 
7 auditor of state, In accordance with generally 
8 accepted auditing standards, shall oerrorm audit 
9 testing on the state board of regents' investments. 

Page 16 

~O The auditor shall report to the state board of regents 
11 concerning comoliance with state law and state board 
12 of regents' investment oolicies. The state board of 
13 regents is responsible for remedying any reported 
14 noncompliance with its own policy or practices. 
15 The state board of regents shall make available to 
16 the a~ditor of state and treasurer of state the most 
17 recent annual report of any investment entity or 
18 investment professional emoloyed by an institution 
19 governed by the board. 
20 All contracts or agreements with an investment 
21 entity or investment professional employed by an 
22 institution governed by the state board of regents 
23 shall require the investment entity or investment 
24 professional employed by an institution governed by 
25 the state board of regents to notify in writing the 
26 state board of regents within thirty days of receipt 
27 of all communication from the auditor of state or any 
28 regUlatory authority of the existence of a material 
29 weakness in internal control structure, or regUlatory 
30 complaints, orders, or sanctions against the 
31 investment entity or investment professional. This 
32 provision shall not be limited or avoided by another 
33 contractual provision. 
34 The audit under this section shall not be certified 
3S until the most recent annual reports of any investment 
36 entity or investment professional employed by an 
37 institution governed by the state board of regents are 
38 reviewed by the auditor of state." 
39 2. Page 3, line 24, by inserting after the figure 
40 "b." the following: "ill". 
41 3. Page 4, by striking line 1 and inserting the 
42 following: 
43 "(2) Except for public deposits which are secured 
44 pursuant to". 
45 4. Page 4, line 2, by striking the figure 
46 "453.22" and inserting the following: "453.21". 
47 5. Page 4, by striking lines 9 through 14 and 
48 inserting the following: 
49 "(a) Investing public funds. 
50 (b) Advising on the investment of public funds. 
g-5550 -1-
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H-5550 
Page 2 

Ji:.L 
2 funds, 
3 

::irect:C1g 

MARCH 27, 1992 P~ge 17 

e ..• ~, e 0" a PO 5 ; I- 0 ~ : '-"'I v's ....... ~ -:. ('\ c' of .'-, ',,' ; C 
_ '-' ........ L ..L •• c '-I,''::..:~ __ . __ .':;:'''-:~= ... :~._ 

---, dT Act ~ !lSLi Jj a f Que ia ry_ Ca::>ac i i-. V [(): ~:(:2 
~ sov2cncr,ental. S~.~9..1_y'..:1~· s::..;.o=n..:., 
S The audit under th s sectio~ shali not be ce;t~~~ied 
6 ~ntil the inrormati():1 Leq!~ired by t_C:Js sco:oar2qra;:>c: 1.5 
7 revieviE?d by the ::.e!."so!". performing ;:~e audi_~_ •. 
8 (3) The review by the person performi~g the audit 
9 of the most", 

10 6. Page 4, by striking lines 26 through 32 and 
11 inserting the following: 
12 "(4) All contracts or agreements with outside 
13 persons eerforming any of the functions listed in 
14 subearagraeh (2) shall require the outside person to 
l5 notify in writing the governmental subdivision within 
16 thir~.:L._days of receipt of all comJT;unication from the 
17 auditor of state or any regulatory authority of the 
18 existence of a material weakness in internal control 
19 ~truct~Ee, or regulatory complaints, orders, or 
20 sa~ctions against the outside person. This erovision 
2l Shall not be limited or avoided by another contractual 
22 E£9vision." 
23 7. Page 5, by striking lines 4 through 6. 
24 8. Page 5, by striking lines 15 through 26 and 
2S inserting the following: 
26 "7. The auditor of state shall make guidelines 
27 available to the public setting forth accounting and 
28 auditing standards and procedures and audit and legal 
29 compliance programs to be applied in the examination 
30 of the governmental subdivisions of the state. The 
31 guidelines shall require that audits under this 
32 section be conducted in accordance with generally 
33 acceeted auditing standards as set forth in the 
34 American institute of certified public accountants' 
35 statements on auditing standards and generally 
36 accepted government auditing standards as set forth in 
37 the government auditing standards (standards for audit 
38 of governmental organizations, programs, activities, 
39 and functions) issued by the comptroller general of 
40 the United States. The auditor of state shall have 
41 the power to establish by rule under chapter 17A 
42 sueelementary auditing standards, legal comeliance 
43 erograms and audit reeorting formats which are 
44 demonstrated to have a benefit exceeding the cost of 
45 imelementation and which are necessary to address 
46 material issues unique to the auditing of governmental 
47 units of this state. The guidelines shall include a 
48 requirement that the certified p~blic accountant 
49 immediately notify the auditor of state regarding any 
50 suspected embezzlement or theft. The auditor shall 
H-5550 -2-
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1 also provide standard repo=ting formats for use in 
2 re~orting the results of ar. exa~inaticn of a 
3 govetnmental subdivision." 
4 9. By striking page 5, line 27, through page 6, 
5 line 6. 
6 10. Page 6, line 12, by inserting after the word 
7 "subdivisions," the following: "the state board of 
8 regents,". 
9 11. Page 6, line 16, by inserting after the word 

10 "subdivision," the following: "the state board of . 
11 regents,". 
12 12. Page 6, line 18, by inserting after the word 
13 "subdivision," the following: "the state board of 
14 regents,". 
15 13. Page 6, line 21, by inserting after the word 
16 "subdivision," the following: "the state board of 
17 regents,". 
18 14. Page 6, line 23, by inserting after the word 
19 "subdivision," the following: "the state board of 
20 regents,". 
21 15. Page 6, line 26, by inserting after the word 
22 "subdivision," the following: "the state board of 
23 regents,". 
24 16. Page 6, line 28, by inserting after the word 
25 "subdivision," the following: "the state board of 
26 regents,". 
27 17. Page 6, line 31, by inserting after the word 
28 "subdivision," the following: "the state board of 
29 regents,". 
30 18. Page 7, by striking lines 4 and 5 and 
31 inserting the following: "establishes a joint 
32 investment trust, the joint investment trust shall, 
33 when investing funds, comply with the provisions". 
34 19. Page 7, by striking lines 8 through 24 and 
35 inserting the following: 
36 "Sec. Section 262.14, subsection 3, Code 
37 1991, is amended by adding the following new 
38 unnumbered paragraph: 
39 NEW UNNUMBERED PARAGRAPH. The board shall have a 
40 written investment policy, the goal of which is to 
41 provide for the financial health of the institutions 
42 governed by the board. The board shall establish 
43 investment practices that preserve principal, provide 
44 for liquidity sufficient for anticipated needs, and 
45 maintain purchasing power of investable assets of the 
46 board and its institutions. The policy shall also 
47 include a list of authorized investments, maturity 
48 guidelines, procedures for selecting and approving 
49 investment managers and other investment 

Page 18 

50 professionals, and provisions for regular and frequent 
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1 oversight of investment decisions by the board, 
2 including audit. The board shall make available tc 
] the auditor of state a~d treasu:er of state the most 
4 recent ar.nual report cE any i~vestnent enti:y or 
5 investment professional employed by an inscicutior. 
6 governed by the board. The investment policy shall 
7 cover investments of endowment and nonendowment 
8 funds." 
9 20. By striking page 8, line 30, through page 9, 

10 line 1. 
11 21. Page 9, by inserting after line 11 the 
12 following: 
13 "For the purposes of this section and sections 

Page lS 

14 452.10A, 452.10B, and 452.10C, "political subdivision" 
15 means any entity authorized to invest public funds for 
16 a public purpose." 
17 22. Page 10, by inserting after line 6 the 
18 following: 
19 "The trading of securities in which any public 
20 funds are invested for the purpose of speculation and 
21 the realization of short-term trading profits is 
22 prohibited. 
23 Investments by a political subdivision must have 
24 maturities that are consistent with the needs and use 
25 of that political subdivision or agency." 
26 23. By striking page 10, line 7, through page 13, 
27 line 13 and inserting the following: 
28 "4. The treasurer of state and all other state 
29 agencies authorized to invest funds shall only 
30 purchase and invest in the following: 
31 a. Obligations of the United States government, 
32 its agencies and instrumentalities. 
33 b. Certificates of deposit and other evidences of 
34 deposit at federally insured depository institutions 
35 approved pursuant to chapter 453. 
36 c. Prime bankers' acceptances. 
37 d. Commercial paper or other short-term corporate 
38 debt rated within the two highest classifications, as 
39 established by at least one of the standard rating 
40 services approved by the superintendent of banking by 
41 rule adopted pursuant to chapter 17A, provided that at 
42 the time of purchase no more than five percent of all 
43 amounts invested in commercial paper and other short-
44 term corporate debt shall be invested in paper and 
45 debt rated in the second highest classification. 
46 e. Repurchase agreements whose underlying 
47 collateral consists of the investments set out in 
48 paragraphs "a" through "d" if the treasurer of state 
49 or state agency takes delivery of the collateral 
50 either directly or through an authorized custodian. 
8-5550 -4-
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1 Repurchase agreements do no~ include reverse 
2 repurchase agreements. 
3 f. Invest~ents authorized for the :owa public 
4 employee retirement system in section 973.7, 

Page 20 

S subsection 2, paragraph Ilb ll
, except that investment l~ 

6 common stocks is not permitted. 
7 g. An open-end management investment company 
8 organized in trust form registered with the federal 
9 securities and exchange commission under the federal 

10 Investment Company Act of 1940, 15 U.S.C. § 80(a), and .. 
11 operated in accordance with 17 C.F.R. § 270.2a-7. 
12 Futures and options contracts are not permissible 
13 investments. 
14 5. Political subdivisions of this state, including 
15 entities organized pursuant to chapter 28E whose 
16 primary function is other than to jointly invest 
17 public funds, shall purchase and invest only in the 
18 following: 
19 a. Obligations of the United States government, 
20 its agencies and instrumentalities. 
21 b. Certificates of deposit and other evidences of 
22 deposit at federally insured depository institutions 
23 approved pursuant to chapter 453. 
24 c. Prime bankers' acceptances. 
25 d. Commercial paper or other short-term corporate 
26 debt rated within the two highest classifications, as 
27 established by at least one of the standard rating 
28 services approved by the superintendent of banking by 
29 rule adopted pursuant to chapter l7A, provided that at 
30 the time of purchase no more than five percent of all 
31 amounts invested in commercial paper and other short-
32 term corporate debt shall be invested in paper and 
33 debt rated in the second highest classification. 
34 e. Repurchase agreements whose underlying 
35 collateral consists of the investments set out in 
36 paragraph "a" if the political subdivision takes 
37 delivery of the collateral either directly or through 
38 an authorized custodian. Repurchase agreements do not 
39 include reverse repurchase agreements. 
40 f. An open-end management investment company 
41 registered with the federal securities and exchange 
42 commission under the federal Investment Company Act of 
43 1940, 15 U.S.C. § 80(a), and operated in accordance 
44 with 17 C.F.R. § 270.2a-7. 
45 g. A joint investment trust organized pursuant to 
46 chapter 28E prior to and existing in good standing on 
47 the effective date of this Act or a joint investment 
48 trust organized pursuant to chapter 28E after the 
49 effective date of this Act, provided that the joint 
50 investment trust shall either be rated within the two 
H-5550 -5-
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\ highest classifications by at least O~2 of t~€ 
2 stalldard rating services approved by the 
3 sllpe:'intendent of banking by ~ule adopted pu:su~n:' i:O 
4 chapter 17A and operated i~ accordance ~~~th ]] C.P.H. 
S § 270.2a-7, or be registered with the federa: 
6 secu:,ities ar.d exchange comInission unde:-- t,ne :2dpral 

?2S€ 21 

7 Investment Company Act of 1940. 15 U.S.C. § eOla), and 
8 operated in accordance with 17 C.f.R. § 270.2a-7. ?he 
9 manager or investment advisor of the joint investmen~ 

10 trust shall be registered with the federal securities 
11 and exchange commission under the Invest~ent Advisor 
12 Act of 1940, 15 U.S.C. § 801bl. 
13 futures and options contracts are not permissible 
14 investments." 
15 24. Page 13, by striking lines 14 through 16 and 
16 inserting the following: 
17 "6. The following investments are not subject to 
18 this section: 
19 a. Investments by the Iowa public employees' 
20 retirement system governed by chapter 97B. 
21 b. Investments by the state board of regents 
22 governed by chapter 262. 
23 c. Investments by the statewide fire and po:ice 
24 retirement system governed by chapter 411." 
25 25. Page 14, by striking lines 1 through 6. 
26 26. page 14, line 7, by striking the letter "d" 
27 and inserting the following: "b". 
28 27. page 14, line 18, by striking the letter "e" 
29 and inserting the following: "~co. 

30 28. page 15, by inserting after line 3, the 
31 following: 
32 "6. The following entities are not subject to this 
33 section: 
34 a. The Iowa public employees' retirement system 
35 governed by chapter 97B. 
36 b. The state board of regents governed by chapter 
37 262. 
38 c. The statewide fire and police retirement system 
39 governed by chapter 411." 
40 29. Page 15, by inserting after line 17, the 
41 following: 
42 "3. The following entities are not subject to this 
43 section: 
44 a. The Iowa public employees' retirement system 
45 governed by chapter 97B. 
46 b. The state board of regents governed by chapter 
47 262. 
48 c. The statewide fire and police retirement system 
49 governed by chapter 411." 
50 30. Page 15, by striking lines 20 through 23 and 
H-5550 -6-
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2 "The treasurer of state". . __ _ 
-x 3 3i .--p-age-i6,oy- - insert:i_n-g after line 2 t::e 
'~ " ~ -..: 4 following: "The commissioner of insLirar.ce sha.L.!. 
'~ ~~ 5 enforce compliance with rules adopted pucsuant to this 
~_6_ sectio_n_ ~ith _~~?pect_to_in?uraI:tc_~~ompaD.ie_s_,_"-

7 32. Page 16, by inserting after line 25, the 
8 following: 
9 ·The following investments are not subject to this 

10 section: 
11 1. Investments by the Iowa public 
12 retirement system governed by chapter 
13 2. Investments by the state board 
14 governed by chapter 262. 

employees' 
973. 
of regents 

15 3. Investments by the statewide fire and police 
16 retirement system governed by chapter 411.· 
17 33. Page 19, line 18, by striking the words 
18 "United States corporate" and inserting the following: 
19 ·U.S .... 
20 --------r4. Page 19, lines 19 and 20, by striking the 
21 words ·United States COrPorate· and inserting the 
22 following: "U.S.·. 
23 35. By striking page 19, line 27, through page 
24 20, line 7, and inserting the following: "Code 1991, 
25 is amended by adding th.e following new subparagraph: 
26 NEW SUBPARAGRAPH. (6) Investments in an open-end 
27 management investment company registered with the 
28 federal securities and exchange commission under the 
29 federal Investment Company Act of 1940, 15 U.S.C. § 
30 80(a), which is operated in accordance with 17 C.F.R. 
31 § 270.2a-7." 
32 36. Page 20, line 26, by striking the words 
33 "United States corporate" and inserting the following: 
34 "U.S.". 
35 ~. Page 22, line 22, by striking the word "five· 
36 and inserting the following: "ten". 
37 38. Page 22, line 23, by inserting after the word 
38 "year" the following: "in excess of the federally 
39 insured amount". 
40 39. Page 23, by inserting after lin~ 33 the 
41 following: 
42 "h. Investments in an open-end management 
43 investment company registered with the federal 
44 securities and exchange commission under the federal 
45 Investment Company Act of 1940, 15 U.S.C. § 80(a), 
46 which is operated in accordance with 17 C.P.R. § 
47 270.2a-7." 
48 40. Page 24, by inserting after line 11 the 
49 following: 
50 "Sec . 
.8-5550 
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1 1991, is amended by a~di~g the Eo!low~ns new 
2 ~nnumbered paragraph: 

Fage 23 

3 NS~A]._ Jl'~'!\'Ufltg£REi.) :t:'ARt....GR.t;PE. ~h2 aCcet:),~:d~ce i)f pub .le 
4 ~unds by a deposicory pursua~t ~o th~s chap~e[ 
~ consclcutes conse~: by the deposlto~y ~o a5sess~e~~s 
6 by the treasure: oE state in acco~dance with chis 
7 chapter. 
S Sec. Section 453.23. subsection 2. Code 1991. 
9 is amended to read as 1'ol:ol"s: 

10 2. The depository and the security given for the 
Ii public :unds in its hands are liable fo= payment if 
12 the depository fails to pay a check. draft, or warrant 
13 drawn by the public officer or to account for a check, 
14 draft, warrant, order or certificates of deposit, or 
15 any public funds entrusted to it if in failing to pay 
16 the depository acts contrary to the ter~s of an 
17 agreement between the depository and the public body 
18 t.reast;rer or, i.f tile depository fails ~o pa~ 
19 as~essment, by the.treasurer of state .:Vhen due .. 
20 Sec. Section 453.23, subsection 3, paragraph 
21 d. subparagraph ell, Code 1991, is amended ~o read as 
?2 follows: 
23 (1) If the loss was inc~rred in a bank. then any 
24 further payments to cover the loss will come from the 
25 stale sinking fund Eor public deposits in ban~s. If 
26 the f~"ds-are balance in that sinking. fund i~ 
27 inadequate to eevet pay: the er.tire loss, 'chen the 
28 tr23St;~er shall make obtain the additional amour.t 
;:9 rie~ded by making an assessment against other ba.·~ks ~'no 
30 ~oid w~ose public funds deeos:ts ey.cee~depc~it 
31 in_sura~_ce coverage. 'Phc A bank! 5 assessment shc3.ll. be 
32 determi.ned by multiplyi.ng th~ total amount o~ the 
]] remaining 1055 to all pilblic depositors by a 
34 percentage that represents the that bank's 
35 12~rcional share of the average of uni:lsL:red pcblic 
36 funes deposits held by all banks dtl~~~~-the-p~eeedi~9 
37 twe!ve-menth-per±od-end~~g-on-the-l8st-da,-ef-the 
38 mortth-±mmed±ate!y-~reeed±rtq-the-menth as of the 
39 reporting date under section 453.21 irr~ediately 
40 preceding the date the depository was Closed. Each 
41 bank shall pay its assessment to the treasurer within 
42 three business days after it receives notice of 
43 assessment. If a bank fails to pay its assessment 
44 when due. the treasurer shall satisfy the assessment 
45 by selling securities pledged by that bank. If the 
46 s~curities pledged by that bank are inadeguate to pay 
47 the assessment, the treasurer of state shall make 
48 additional assessments as may be necessary against 
49 other banks Which hold uninsured public funds to 
50 satisfy any unpaid assessment. Any additional 
H-5550 8 
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l assessments shall be determi~ed, collected, and 
2 satisfied in the same mar.~er as t~e fi:st assess~en:. 
3 If a bank fai~s to pay its assessmeGt ~hen due, the 

Page 24 

4 treasurer of state shall initiate a lawsuit to co~lect 
5 the assessment. If a bank is found to have failed co 
6 pay the assessment as required by this subparagraph, 
7 the court shall order it to pay the assessment, court 
8 costs, reasonable attor~ev's fees based on the amount 
9 of time the attorney gene~al's office spent preparing 

10 and bringing the action, and reasonable exoenses , 
11 incurred by the treasurer of state. Idle balances in 
12 the fund are-~o shall be invested by the treasurer 
13 with earnings credited to the fund. Fees paid by 
14 banks for administration of this chapter w~~% shall be 
15 credited to the fund and the treasurer may deduct 
16 actual costs of administration from the fund. 
17 Sec. Section 453.23, subsection 3, paragraph 
18 d, subparagraph (2), Code 1991, is amended to read as 
19 follows: 
20 (2) If the loss was incurred in a credit union, 
21 then any further payments to cover the loss will come 
22 from the state sinking fund for public deposits in 
23 credit unions. If the funds are inadequate to cover 
24 the entire loss, then the treasurer shall make an 
25 assessment against other credit unions who hold public 
26 funds. The assessment shall be determined by 
27 multiplying the total amount of the remaining loss to 
28 public depositors by a percentage that represents the 
29 average of public funds deposits held by all credit 
30 unions during the preceding twelve month period ending 
31 on the last day of the month immediately preceding the 
32 month the depository was closed. Each credit union 
33 shall pay its assessment to the treasurer within three 
34 business days after it receives notice of assessment. 
35 ~£-a-eree~~-tln~on-£a~%s-~o-pay-~ts-essessmen~-when 
36 etle,-~~e-~rea~tlrer-s~a~~-sa~~s~y-~he-asse~sffle~~-by 
37 se~~~n9-see~r~~~es-p%eegee-b1-~hat-eree~~-~~~o~. !f a 
38 credit union fails to pay its assessment when due,~ 
39 treasurer of state shall initiate a lawsuit to collece 
40 the assessment. If a credit union is found to have 
41 failed to pay the assessment as required by this 
42 subparagraph, the court shall order it to pay tr.e 
43 assess~ent, court costs, reasonable attorney's fees 
44 based upon the amount of time the attorney general's 
45 office spent preparing and bringing the action, and 
46 reasonable expenses incurred by the treasurer of 
47 state's office. Idle balances in the fund are to be 
48 invested by the treasurer with earnings credited to 
49 the fund. Fees paid by credit unions for 
50 administration of this chapter will be credited to the 
H-5550 -9-
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1 fund and the treasurer may deduct actual costs of 
2 admiclstratioc from t~e fund." 
3 41. Page 24. line 23. by inserting aEter the word 
4 I'determines." the following: 'IThe administrator shall 
5 have the authority to contract for outside 
6 professional services in the conduct oE examinations." 
7 42. Page 24. by striking lines 29 and 30 and 
8 inserting the following: "business is examined." 
9 43. Page 25. by striking lines 5 and 6 and 

10 inserting the following: "September 1. 1992." 
11 44. Page 25( by striking lines 7 through 18 and 
12 inserting the Eollowing: 
13 "Section 14 oE this Act does not apply to an 
14 investment made prior to the effective date of this 
15 Act. A joint investment trust organized pursuant to 
16 chapter 28E existing prior to the effective date of 
17 this Act. Shall fully comply with this Act. on and 
18 after the effective date of this Act. except that such 
19 a joint investment trust shall have until July 1. 
20 1993. to fulfill the rating or registration of section 
21 452.10. subsection 5. paragraph "g"." 
22 45. By renumbering as necessary. 

By COMMITTEE ON STATE GOVERNMENT 
BLANSHAN of Greene. Chairperson 
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16 
17 
:8 
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25 
26 
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31 
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36 
37 
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42 
43 
44 
45 
46 
t.7 
48 
49 

Ame~d the amendmen:, H-S550, to Se~ate File 2036, 
as amended, passed, and ,e?rinted by the Senate, as 
follows: 

1. Page 1, by inserting after line 2, the 
follow ing: 

" Page 1, line 4, by striking the w~rd 
"oftener" and inserting the follol-/ing: "eEte",e,. mere 
ott"en"." 

2. Page 1, line 27, by inserting afte, the word 
"from" the following: "an indeoendent auditor orff~ 
~ Page 1, line 30, by striking the word 

ucomplaints,u. 
4. Page 1, line 3~, by inserting after the word 

"professional" the fo~lowing: ", with !egard to the 
tvee of services being oerformed under the contracts 
or acreements". 

5: Page 1, by scri~ing line 38 and in$er~lng the 
following: "reviewed by the auditor of state. 

The submissio~ of the ~ost recent annual report ~o 
shareholders of an ooen end management investment 
comoany or an uni~corporated invest~e~t compa~y or 
investment trust registered wi~h ~he federal 
securities and exchange co~~ission under the federal 
Investment Company Act of 1940, 15 U.S.C. § 80(a), 
pursuant to 17 C.F.R. § 270.30d-l or t~e review, bv 
'h f . h "t •.. t ,.e person per ormlng t e aue: , oc t~e mas rece~t 

annual report to sha,enolders, call reports, or the 
f:ndings pursuant to a regular exami~ation under state 
or federal law, to the extent the findings are not 
confidential, of a bank, savings and loan association, 
or credit union shall satisfy the review requirements 
of this paragraph. 

AS used in this s~bsectionf "investment entitv" and 
"investment professional" exclude a bank, savings and 
loan association, or credit union when acting as an 
approved depository pursuant to chapter 453." 

6. Page 1, by striking lines 41 through 46 and 
inserting the following: 

" Page 4, by striking lines 1 through J and 
inserting the following: 

"As part of its audit, the governme~tal subdivision 
is" .. 

Page 4, line 7, by 
"foIIOwing" the following: 
aud:t" .. u 

inserting after the word 
"during the period under 

7. Page 2, line 6, by striking the word "the" and 
i.nserting the following: "all material". --

8. Page 2, by inserting after line 9 the 
following: 

50 " Page 4, by striking lines 20 through 25 and 
H-5668 -1-
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1 i nser t i ng the following: "or the review, by the 

Page 35 

2 person performing the audit, of the most recent annual 
3 report to shar~holders, call reports, or the findings 
4 pursuant to a regular examination under state or 
5 federal law, to the extent the findings are not 
6 confidential, of a bank, savings and loan association, 
7 or credit union shall satisfy the review requirements 
8 of this paragraph."" 
9 9. Page 2, line 17, by striking the words 

10 "auditor of state" and inserting the following: 
11 "person performing the audit". 
12 10. Page 2, line 20, by inserting after the word 
13 "person" the following: ", wi th regard to the type of 
14 services being performed under the contracts or 
15 agreements". 
16 11. Page 2, by inserting after line 22 the 
17 following: 
18 " Page 4, by inserting before line 33 the 
19 following: 
20 "(5) As used in this subsection, "investment 
21 entity" and "investment professional" exclude a bank, 
22 savings and loan association, or credit union when 
23 acting as an approved depository pursuant to chapter 
24 453." 
25 By striking page 4, line 33 through page 5, 
26 line-J and inserting the following: 
27 "(6) A joint investment trust organized pursuant 
28 to chapter 28E shall file the audit reports required 
29 ~his chapter with the administrator of the 
30 securities bureau of the insurance division of the 
31 department of commerce within ten days of receipt from 
32 the auditor. The auditor of a joint investment trust 
33 shall provide written notice to the administrator of 
34 the time of delivery of the reports to the joint 
35 investment trust. 
36 (7) If during the course of an audit of a joint 
37 investment trust organized~rsuant to chaRte~28E, 
38 the auditor determines the existence of a material 
39 weakness in the internal control structure or a 
40 material violation of the internal control structure, 
41 the auditor shall report the determination to the 
42 ioint investment trust which shall notify the 
43 administrator in writing within twenty-four hours, and 
44 ££ovide a copy of the notification to the auditor. 
45 The auditor shall provide, within twenty-four hours of 
46 the receipt of the cQEY of the notice, written 
47 aCknowledgement of the receipt to the aaministrator. 
48 If the joint ~nvestment trust does not make the 
49 notification within twenty-four hours, or the auditor 
50 does not receive a copy of the notification within 
H-5668 -2-
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S s~ruc'.:.u:e.lI!I 
s:r:k:ng li~es 30 :hro~gr. 33. 
striking lines II ~h~oug~ :6. 
inserti~g after li~e 18 :he " 7 

S-
9 

~ 2. Page 
:;'3. Page 
l4. Page 

following: 

3, by 
4, by 
6, by 

"__ Investmer'lts by the public sa:e:y peace 
~L oEficers retirement system governed by chapte~ 97A." 

:5. Page 6, by i~serti~g aEter ~ine 20 the '..2 
L3 [oUm"ing: 
i4 
L5 
l.6 

"__ Investme:;ts by the 
governed by chapter 220." 

16. Page 6,"by ir.serting 

Iowa :inance authority 

aEter line 24 the 
17 follot...rir:g: 
18 " !~vestrnents by the jud~cial :e:~remen: 
:9 syste~ governed by chapter 602, article 9.'· 

17. Page 6, by inserting after line 27 the 
follo"; i ng: 

"__ page 14, by striking cines l4 thro~gh 17 
ar:d inse::-ting the followin.g: "sta:e."

11 

24 18. Pa~e 6, by inserting aEter l~ne 29 :ne 

20 
21 
22 
23 

25 following: 

Page 36 

26 "__ Page 14, by str iki~g Lr.es 24 t!1rougr. 32 
27 and inserting tr.e following: "hundred and ~ine:y-seven 
28 days.1I11 
29 19. Page 6, by inserting aEter li~e 33 ~he 
30 following: 
31 "__ The public safet y peace of Lcer s ret Hemen t 
32 system governed by chapter 97A." 
33 20. Page 6, by insertlng after line 35 the 
34 follo'",ing: 

" The Iowa finance a~tr.or:ty governed by 
36 chapter 220." 
37 21. Page 6, by insertL~g after line }9 [he 
38 following: 
]9 11__ The jL!cicial retireme:lt system governed by 
40 chapter 602, article 9." 
41 22. Page 6, by inserting after l:ne 43 the 
42 following: 
43 ,. Tr.e Dublic safety peace ofElcers retlrement 
44 system-governed by chapter 97A." 

45 23. page 6, by insertL~g after line 45 the 
46 Eollow':r.g: 

.. The Iowa finance au~hority gove~ned by 47 
48 cha;)t.er 220." 
49 24. Page 6, by inserting after :ine 49 the 
50 :oLowing: 
a-5668 -3-



H-5668 
Page 4 

" The judicial [eti[eme~t syste~ ~overned by 
2 cr:aprer 602, a~t!c;'e 9." 
J 25. Page 7, by i~se:tins afte::- 1 ir:e 2 tr.e 

S 3y strl:r...:..;.s pase lS, l':"ne- 27, t:--.;:)uc.;t. ~aCj~ 
6 ~6, :~r:e 6.'1 

26. Page 7. by stri~ing lines 9 through i6 a~c 
8 i~sert~~g ~he Eol:o~i~g: 

9 ""~~e ~o::cwing e~tities are ~oc suoject to c~~s 
:"'0 sec:':'o:".: 

:3 The ~owa pub:ic e~?ioyees re~i~e~ent SYS:eT. 
:4 governed by chapte~ 973. 
~s Investxen~s by the Iowa fina~ce a~thori[y 
~6 gover~ed ~y chap:e: 22Q. 
:7 ~~e s:a~ewi~e fi~e and po:ic@ re:ire~e~~ 
:3 syste", sover~ed by c~apter 4lc. 
~9 __ T:ie juc':'ci.al ret':"!"e;ne~: system gC1/er~ed by 
20 c~a?te: 602, artic:e 9. 
2: Page: 7. oy i:-:sert lr.g after: ::-:e 33. ::-:e 
22 follcwi"g: 
2 3 "Sec. Sect':'or. 453.9, Code St.:pp!enent :991. 1 is 

al.1e!lded by stri-<ing the sectlon and inse!:"tir;g ::1 :letl 
the:eof the ~o:lowi~g: 

24 
2'; 
26 
27 
28 

453.9 INVESTMENT OF S~NKI~G FUNDS -- BO~D 

PROCEEDS. 
T~e treasu~er of state and a:l other state age~cles 

29 a~thorized to invest funds and the treasurer or o:her 
3() designated ~i~a~cial of!icer of each pol~=ical 

s~bdivision may invest the proceeds of ?ublic bonds or 
32 obligations and funds being accumulated Eer the 
]] payment cE principal and interest or reserves in 
34 investments se~ out in sectio" 452.10, subsection 4. 
35 paragraphs "l" through "~gO, sectlon 452.10. subsectlon 
36 5, paragraphs "a" through "g", an investQent contract, 
37 or tax-exempt bonds. The inves:ment shale be as 
38 defined a:-:d permitted by sectlon 148 of tr.e In:erna: 
39 Revenue Cede and applicable regulatlcns u~der :hat 
40 section. An investxent contrac= c~ tax exexpt bor.as 
41 shall be rated within the t~o highest classi~icatio~s 
42 as established by at least one of the standard.rating 
43 servioes approved by the superintendent of ba~klng by 
44 rule adopted pursuant to chapter 17A."" 
45 27. Page 10, by st=iking li~es is through 2l and 
46 i~serting the fol:owing: "a~ter the effec:ive date of 
47 :r.is Ac:, ~~cludi~g b~t not l:~i~ed t~ ccmply:ng wi~~ 
,8 t~e :equire~ent :r. sectlon 452.l0, s~bsec:lo~ 5. 
49 paragraph "~gil, that it be operated in accordance witn 
50 :7 C.?R. § 270.2a-7. except that such a ~o:nt 

li-5668 -4-
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~ i~ve5~men: trust shal: have ur.til Ju:v 1, 1993, to 
2 become rated cr reg:stered as recu:red by sect lOr. 
3 452.10, SUbsection 5, paragraph ';g"." 
4 28. By renumberi~g and 'co~rectino internai 
S references as necessa:y. j 

H-5668 FILED APRIL 2, 1992 
ADOPTED ((', /V/5) 

By BLANSHA~ of Greene 
CARPENTER of Polk 
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J.. _~-'::e:1~ S2~a-:2 ::':::'2 =:'C36 as a.~er' .. ceCI :?C.SSCC./ 2.~-:::' 
2 re?:i~~ee ~y ~~e Se~a~21 as fo:lows: 
3 ?a~e :/ ~~~e ./ jv striki~c ~~e wort _ _ J • 

4 a:-4d :ns2::-c ing r.1:e ":c:~cwi::g: It e:E-ee:.~e~ r:1C:- 2 ---;------
2. 3y st:ik:~g ?cse :, li~e :9, ~~rv~S~ ~cSe ~, 

6 :i~e 29, a~t inse:~ins the ~o::owi~g: 
i .. :: . auc.~ 'C ..::: -- :=. .- =. 

--' ..... '- ..... '-

-'.-
'--'-

to 
:'3 tr:e 2uditor 0:: sta'c2 2.r'.c. :::22S-":'::2: 0:: 3~a::e ;:he .,;os:: 
19 recent annu2i =epor;: o~ any i~v2sc~en;: entity 0: 
20 inv2st2ent professional emolove~ jy an ins;:itu~ion 
2~ soverned by the board. 
22 ~:: contracts 0: asreements wit~ an investment 
23 
24 
25 .,,. 
_0 

27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
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"-_...... l.....~'-_ ~ c..:u '-' __ ~":: .. _~ _ ':" .. J.~~~~;" :1 .. 'tV .... _ ::~ .. .j,';: ..... .l. •• e 
~r--Q boarc 0- rea-~-- W-~--- -----y ~-V- -- -ec c --­_,::c.,-~... ~ -:'.c ........ ~ ~'-_.1..- .... \..,.,;.: __ .... _\..0.0: ~ u~. _ ,- __ ',-

or a~~ CO~~CG~ca::~on =rom an lnceoencen~ a~Cl~O~ or 
the auditor of sta~e or any resula~c:v a~c~oritv of 
the existence of a ~aterial weakness in interna: 
control structure, or reg~latory orders, or sanc~ions 
against the investment entity or investment 
professional, with regard to the type of services 
being performed under the COntr2cts or agreements. 
This provision shall not oe limited or a~oided by 
another contractual Drovision. 

The audit under this section shall not be certified 
~n~il the mos~ recent annua~ reDor~s of any inves~~ent 
entity or investment professional e~p:oyed by an 
insti~ution governed bv the state board of regents are 
reviewed by the auditor of state. 

, Th~ ~ubmiss~on of the m~st recent an~ual report to 
snareno~ders 0= an o~en-enc man2.cement lnves~ment 

~ -?""I ,~""''':''''-o~-'o---~o'''' ~- .-C!-"'" -~ - --- ...... '1: - .... corrLJa.~~\! c: Co ...... UJ.io~ •• """ _....) ,:.c,-,-c. _ .• vc-,,- .. ~e .. _,- ,-C~.t...)c. ...... .1 u~ .. .. -'-ve----"",-,- _ .. s .... -e""; st-',.--" -,,; -'- -'- .:=- -e--"' .1:: ::;~_,''-d~ ~"-u ~ _ ':i-"- c ... cc. ';v.:._ .. ~.!e _cC _c...:. 

S2cur:.t:.es anc. e:<c::ar:oe c.:,:r .. Ht:3S:C~ Lr:c.e: :: .. e =edera: 

50:~-:.e 
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a~C:~1 0= ~~e ~C3~ :ece~~ 

?age 2 



.., - - ~ .. , 
=:;:-:;:;.,:)-

?.::.g£' 2 
_ a.::~~2.: :::2-':)0:-': -':C s~a::-c~"".cl_62::-S: ca._ :?QO:;:S! c:.- ,,~:~ 

~ ~=t~~~~~~~~~~~:~~o~2~;,"~~~~.;~: ~:~i~~~~~f~;~ ?)~-~~"~ 
~::::,:!.,:.;.. .... aC',.,-,_G. . .i, 0,- a __ h-?c~"""t ~~Vl .. S ..... a.te .... Oc::." o.~::::'OC_':::';l.·::-.:.:.:.L 
r,',·'(" ... ~C·~- 1'-'or s;"a' , s .... -.;-;=y ·'-e "ev;·::'~·' ,..e,.....,': ... e.....,a~~,· 

... '::'.,~.~~.:..:... ............ , ......... .;;. ....... ~.l.... ", •• _.. _ .......... '" .....; ..... L •• ''":.::::....::. 

6 ot ~~~s oaragreph. 
7 --.::,.~~~_:",s;"3d i~_ tr.~s sc,bsect:Oi"'._r lIi;:veS~ic:.e:,,;';.: e!"":-ti.'.:.vl< ar:.c. 
2 il;~\I~~~~O~~ ~-~~~sS:_~_~I' axc1"c~~ - b~~~ s~v~~cs - .... d .- ----=:....:.:.':"~::...:> ....... ~.'.':..... -'-'-'-. _:Lv.,a- _'- _ ..... 11::" Q. Cd,: (..<. •• I '?-.:.:...-
S :O~~ ~5S0C~2t~o~, or credle union w~en act!~G ~s 2~ 

lG ~ooroved dep9sifory pursuant t~'chapter 453. 11 

3. Page 3. line 24, by inserting after the figure 
: 2 lib.;' the :c~iow:'ng: 1/ (:')". 

13 4. Page 4, by striking lines 1 through 3 a~ri 

:~ insecting ~he following: 
l~ "As part of its audit, [he qovernmenta: s~bd~visic~ 

:7 
,':, B 
19 
20 
21 
22 
23 
24 
2'0 
26 
27 
23 
29 
3C 
3~ 

32 
33 
34 
35 
36 
37 

42 
13 
44 
lJ5 

:Jw ?..:..qe 4, line 7, by i~sertins ~~cer the wc:~ 
t r. e f 0 11 OW i n 9 : ";:d:.:u:..T:...::i..:.n:";S2-..::c..:.h:..:e=---.",p"e:..:r:...::i..::o..::d:..-"=u-,-n:.:" G::.:" e::..=.r II .;:_~. ow~ ."le" 

..... v .... .!. • .l~ 

auc.it u
.-

6. ?age 4, by striking lines 9 through 14 and 
inserting the following: 

lI(a} Investing public f~nds. 
Sb) Advisinq O~ the investment of oub:ic fu~ds. 
(c) Jirecting the depos:~ or i~vestme~~ ot public 

funds. 
--C...:c...:·-L) -:-:_A_C,,-~ ~ n 9 .i ~ a. E ~ due i a r y 
Gov~rn~e~ta~ SU001V1SIon. 

..... - ,.:.... ~ l- ''''e .... aoc:.c ........ y ... or ..... ; 

~-·~·The auc..Ct ur!cer t;,is section shall r.ot De certified 
'Jn~.~l) .. a::"l m~~ te:- ial i :1forrna t iO!1 [ecru i red by tr, is 
su0l?.aragraph is reviewed by the person performir:q che 
audit. 
-(}) The review by the person performing the audit 
of the most". 

7. Page 4, by striking lines 20 through 25 and 
inserting the following: "or the review, by_the 
~9,!1 perfo~i.!.ing the audit, of the most ;ecer1: ~::nual 
~Ft 'co shareholders, call reports, or ::~e findi:1gs 
~\j~;}t t.o ~. regular examination under sta.te or 
Eede:al :aw, to the extent the findinqs are not 
~r~den~icd.-~~ of a bank, s-ivings and i.oar1 assc·cia.t~o::, 
9r cred~.t u:1ior. shall s_atisfy cne rev:'~w ;:-eq~ire:T.er..;:s 
of. this pa~agraDh." 

8. Page 4, by striking lines 26 through 32 and 
insercing the following: 

"(4) All contracts or agreerner:ts wi~h outsid~ 
""-sons oer"orrr:'nc; an'! or "he ""-C·'Ol1 c "st-d '-'-'c~ l ,~-=---"'_."_ I. L.~. L;...t. •• L;.. ...... ;..... c .:..,: 

s~b~arag:aph (2) shall rec~ire the o~tside pe:scn to 
..,o;~·: ~y ;,... wr' t- ; ~'C ":-e gove ......... ,..,2..,ta~ c"'DC" ' v' Sl" 0- 1011· .... ,..:-. •• \...~.:.. ~~'. ... .... 1; {..... ...1.11.. .... __ 1....0 '_... " ........ 1 

t~ ..... ~;:~v cc.vs 0: recei";Jt c:: all conh'11ur'.icc.tio:": ::-o:n t:,e 
pe:sor. 02~~~rmin9 the auc:t c: z~v rcqu~eLOrv 

,..... ,- ~ -', 
~-':):;,~,~ -2-
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1 acthor~ty of the existence of a ~aterial weak~ess ~~ 
2 !r.ter~al cont:ol strccture, c: tesul~tcry cc~p:air.tsl 
3 orders, or sanc~ions agains~ the outside oerson, wich 
4 :egard ~o the type of services beinc perfo:mec unce: 
5 the ccncrac:s or agreements. This orovision shal~ net 
6 be 11ffii~ed or avoided by another contractual 
7 provision. lt 

8 9. Page 4, by inserting before line 33 the 
~ following; 

10 "(5) As used in this subsection, "investment 
11 entity" and "investment professional" exclude a baGk. 
12 savings and loan association, or credit union when 
13 acting as an approved depository oursuant to chapeer 
14 453." 
15 ----10. By striking page 4, line 33 through page 5, 
16 line 3 ana inserting the following; 
17 "(6) A joint investment trust organized pursuanc 
18 to chanter 28E shall file the audit reports required 
19 by this chapter with the administrator of the 
20 securities bureau of the insurance division of the 
21 department of commerce within ten days of receipt from 
22 the auditor. The auditor of a joint investment trust 
23 shall crovide written notice to the adminlstrator of 
24 the time of delivery of the reports to the joir-t 
25 investment trust. 
26 (71 If during the course of an audit of a joint 
27 investment trust organized pursuant to chapter 28E, 
28 the auditor determines the existence of a material 
29 weakness in the internal control structure or a 
30 material violation oE the internal control structure, 
31 the auditor shall report the determination to the 
32 joint investment trust which shall notify the 
33 administrator in writing within twenty-four hours, and 
34 provide a copy of the notification to the auditor. 
3S The auditor shall orovide, within twenty four hours of 
36 the receipt of the copy of the notice, written 
37 acknowledgement of the :eceiot to the administrator. 
38 If the joint investment trust does not make the 
39 notification within twenty-four hours, or the auditor 
40 does not receive a copy of the notification within 
41 twenty-tour hours, the auditor shall immediately 
42 notify the administrator in writing of the material 
43 weakness in the internal control structure or the 
44 material violation of the internal control structure." 
45 11. Page S, by striking l:nes 4 through 6. 
46 12. Page 5, by striking lines 15 through 26 and 
47 inserting the following: 
48 "7. The auditor of state shall make guidelines 
49 available to the public setting forth accounting and 
50 auditing standards and procedures and audit and legal 
5-5531 -3-
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I::' 0;::' 'vr."I 
...... ~ ............... A?RIL c>, ~992 

co~~:i~::=e p:o;ra~s ~o be applIed in the examina~~oi: 
2 o~ ~~2 gov2r~men~ai subdivisions o~ t~e state. 7he 

2 q~~_~_~_:~~-?~ ~t~:\~c--::~~.~~::e ~t:-,as_~~~ci:ts: :~~~~: ~:~~_". 
s'" -..- '- ..... -..-.•. 0~, ...... 0 •• 0. ............ ,.\:;G .... ;; c.CCC ~ oG.:1ce IN..:.. ..... j ;ie.l..::. _ .............. .' 

:.; ;CCP~?'t·2C:_a_':lGi'c-i.c9_s'C2.;:card~. as set f_o~th r.-; ~.::_~ 

6 ~~~l~: :~.~~ .~+~~ ~ ~ : ~ ~~ :~,~~ .c~ _~ :'2! ~ =~ .... ?~~~ i ~ :l::~;~ ~.::a;: ~s ' 
~i .......... c. ........... " ..... _.,j 0 •. a. ...... G .............. ,c S,-G •. Ca_C::. c ....... ' ... d;:: .• -.. .. ;..<. ........ v 
.... -;,..... ,- ,-,.;:" .,.. ~..., ;.,-.... -,.'; ;;-: .... __ - ,-... - ., :.=-- ...... ...: - .... -..... ~.:--- -= - ~ r. : ..... V Cil...Cec .... Cu cove ....... e.!L 0.\..40 ..... '-..:..:,-..; ~;,.a •• '-'aLG.:::. .... ..:.5 ~...:. ..... .:..0 ......... __ _ 
'"' j....... -~ ~~"'-,..,~ .,"':':>",\ -;- .... ,.:~-Y".~ ';... T'~...:'r"-,~ = -~--;·:'·-=.i,-::;- ....... e COV-=,":.j.~c ...... auo.!.t ..... C .:::,:...c. •• Ca.<.....S \s .... a." ..... c..uS ...... 0 .. C,·.l'-_'-

." -,.C ..... ;\.Qo.._.~ ... ~:::.,..... ... _~ -n~ . ..:::l.-: ..... r .,.-...:: - y.;,'~-("": '. ,. ';'v ~~::'~:- ..... "'-:c .... ~.i... orga ...... Z .......... _o •• s, ;..Jrog'"c:~.Ls .. G.C'-~l_ .......... t:S, 
:>(,,:r :::· .... ,.....'-:o~s' ;""s"ec' :~v "":"e co..,p,.ro'~e" c,e~e"''''· ,.....,,~ ~_"';".':" ....... ',_ "_ I _0.... U, 1.,.1_ .n ..... , ............ ,~ .. , ... c_ v .... , 

:2 r~2 ~~~ted S .... ates. The audi~or c~ state sha:l ~av2 
.z.J ~~;2 :;)o:~;:7r' to e .... ~t£blis!1 s\· r~l_e under Ehante:- j7A---
i I: <··" .... ---·:=>-<~, ... ~ ... ~-v ~ .• ;:;: ..... : ... "'!' s~-...,c~~-G-c 1ec;'.:.~ I""Qr"!",-1 :a~ce 
.... ~ _.:JL.O;..J,._"'.!.',l'.:...I ... C_+ ~""""""'\..';"":~ -c··. c. .. wJ; ~'-'-- ..... .. 'J! ....... I. _ 

- ~:ccr2~s a~d audit reoc:~i~a fo!m~ts which are 
::~",-''::-.;.. ..... ,-'- -..... ',...., '~~ 'r. ~: ,:- - "'; ~ ~"'Q '-.= 

.. v .0. ......... "".1::;.':'_<=:.l.20 LO •. ave c; De •. e ..... j. .... exCeec_ .. g t, ........ cos~. 0,,: 

i,/ ~r.-:p:"'e~~~~catlor. a~.d which are .... _ necessa:y co ad.~eS5 
:2 ~;a.teria: issues unique to \:he au.diting of qo\(_e~n:nen:'al 
19 units of Lhis state. The guirieli~es shall ir.cluae a 
20 requ~re;nent that the certified public accountant 
7.~ i~ned:ately notify the auditor of state regarding any 
22 suspected embezzlement or theft. The audito~ shall 
21 also ?rovide standard reporting formats fo; use in 
24 reporting the results of an examination of a 
2S governmental subdivision. 11 

26 ~3. By stri~ing page 5, line 27, through page 6, 
n line 6. 
28 14. ?age 6, line 12, by inserting aEter the word 
29 "subdIvisions," the following: "the state board of 
30 regents,". 
31 IS. Page 6, line 16, by inserting after the word 
32 l\subdivision,11 the following: lithe state board of 
33 regents,". 
34 16. Page 6, line 18, by inserting after the word 
35 "subdivision," the following: "the state board of 
36 regents,". 
37 17. Page 6, line 21. by inserting after the word 
38 "subdivision," the following: "the state board of 
39 regents .... 
40 18. Page 6, line 23. by inserting after the word 
41 "subdivision." the following: "the state board of 
4.2 regents,u. 
43 19. Page 6. line 26, by inserting after the word 
44 "subdivision." the following: "the state board of 
4S regents,lI. 
46 20. Page 6. line 28, by inserting after the word 
47 lisubdivision,11 the following: tithe state board of 
48 regents,". 
49 2!. Page 6, line 31, by inserting after the word 
SO "subdivisIon." the followiag: "the state board of 
S-5531 -4-
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1 regents,". 
2 22. Page 7/ by str~Klng lines 8 through 24 and 
3 inserting the following: 
4 
5 
6 
7 
8_ 
9 

10 

"Sec. Section 262.14, subsection 3, Code 
1991, is amended by adding the following new 
unnumbered paragraph: 

NEW UNNUM3ER2D PARAGRAPH. The board shall have a 
written investmer.t policy, the goal of which is to 
provide for the financial health of the institutions 
governed by the board. The board shall establish 

11 investment practices that preserve principal, provide 
12 for liquidity sufficient for anticipated needs, and 
13 maintain purchasing power of investable assets of the 
l4 board and its institutions. The policy shall also 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
2·7 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

include a list of authorized investments, maturity 
guidelines, procedures for selecting and approving 
investment managers and other investment 
professionals, and provisions for regular and frequent 
oversight of investment decisions by the board, 
including audit. The board shall make available to 
the auditor of state and treasurer of state the most 
recent annual report of any investment entity or 
investment professional employed by an institution 
governed by the board. The investment policy shall 
cover investments of endowment and nonendowment 
funds." 

23. Page 8, by inserting after line 10 the 
following: 

"Sec. Section 331.303, Code 1991, is amended 
by adding the following new subsection: 

NEW SUBSECTION. 8A. Approve the written 
investment policy for the county required under 
section 452.l0B." 

24. By striking page 8, line 30, through page 9, 
line 1. 

25. Page 10, by inserting after line 6 the 
following: 

"The trading of 
funds are invested 
the realization of 
prohibited. 

securities in which any public 
for the purpose of speculation and 
short-term trading profits is 

Investments by a political subdivision must have 
maturities that are consistent with the needs and use 
of that political subdivision or agency." 

26. By striking page 10, line 7, through page 13, 
line 13 and inserting the following: 

"4. The treasurer of state and all other state 
agencies authorized to invest funds shall only 
purchase and invest in the following: 

50 a. Obligations of the United States government, 
5-5531 -5-
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L its agencies dGd i~5t u~e~tdllt~es. 
2 b. Cert~ficate5 0 deposit and o~her ev~de~ces of 
3 deposit at federally nsured depository inscituc~o~s 
4 ap~roved ~u~sca~c to chapter 453. 
5 c. Prirn~ ~anke:s· acceptances. 
() u.. Con"u'Ll2fcia:L paper or o'Lher shor:=.-te::r. cor?orace 
I debt rated within the two highest c:assifications, as 
a eSLab:is~ed by at least o~e of the scanda,d rati~g 
9 services approved by the superintenden~ of banki~g c~ 

:0 rule adopted pursuant co chapter 17A, provided that 8C 
~~ ~~e ~ime of purchase no more than five perce~c of a~l 
c2 amo~~ts :nvested in corr~ercial paper and o~her sr.ort-
13 term corporate deb~ shall be invested in ~aner and 
14 debt raced in tr.e second highest class:fication. 
. --" e. Repurchase agreemencs whose underiying 
:6 coilateral consists of the investments set out i~ 
17 paragraphs Iia

ll through Ild 'l if the treasurer of stat~ 
18 or scate agency taKes delivery of the collateral 
~9 e"cher di(ectly or through an ~uthorized custodian. 
20 Repurchase agreements do not include reverse 
21 repurchase agreements. 
22 f. Investments authorized for the Iowa public 
23 employee retirement system in section 97B.7, 
24 subsection 2, paragraph "b", except that investment in 
25 common stocks is nOe permltted. 
26 g. A~ open-end managemenc investment comp3ny 
27 organized i~ tr~st fo~m registered with the federal 
23 securities and exchange commission under the federal 
29 investment Company Act of 1940, 15 D.S.C. § 80(a), and 
30 operated in accordance with 17 C.F.R. § 270.2a-7. 
31 futures and options contracts are not permissible 
32 investments. 
33 5. Political subdivisions of this state, including 
34 entities organized pursuant to chapter 28E whose 
3~ primary function is other than to jointly invest 
36 public funds, shall purchase and invest only in the 
37 following: 
38 a. Obligations of the United States govern~ent, 
39 its agencies and instrumentalities. 
40 b. Certificates of deposit and other evide~ce~ of 
41 depos~t at federally insured depository institutions 
42 approved pursuant to chapter 453. 
43 c. Prime bankers' acceptances. 
44 d. Commercial paper or other short-term corporate 
45 debt rated within the two highest classifications, as 
1;5 established by at least one of the standard rating 
47 services approved by the superintendenc oE ba~king by 
48 rule adopted pursuant to chapte, l7A, provlded that at 
49 the time of purchase no more than five percent of a:l 
~o ~~ounts invested in co~~ercial paper and other short-
5-553: -6-
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_ :e~~ cGr?or~~e ceo: , ... 
5~a_~ oe 

2 de~~ ra~2d ~~ :~e second ~i~hes~ c:ass ~ica:~0~. 
€. ~e~u~chcse ag:ee~e~:s w~ose ~ncer:yi~g 

; co:~ate~a~ consiscs of t~e i~ves~~en:s se~ C~~ ~~ 
5 ?a=a~raph I'a" if ~he political s~bd:visio~ ~akes 
6 ce::ve=y of the co:lace~a~ ei~he: direc~~y O~ ~~:oug~ 
7 ~~ au~horize~ c~5~odia~. rtepu:chase ag~ee~e~ts do ~oc 
S l~c~uoe reverse :e?urc~ase ag,ee~e~:s. 
9 f. A~ open-end manage~e~t i~veSLment compa~y 

~o registered with the federa~ securi:ies a~c excha~ge 
~~ co~~issio~ under tr.e fede~al !~ve$t~e~t Cc~pa~y Ace of 
:2 1940, :5 U.S.C. § 80(a), a~d operated i~ acco=da~ce 
l3 with 17 C.F.R. § 270.2a-7. 
14 g. A joint i~vest~er.t trust organized pursuan~ ~o 
15 chapte~ 28£ prior to and ex~st:r.g in good standing O~ 
16 the effective date of this Act or a joint invest~ent 
17 crust organized pursuant to chapter 28£ after the 
18 ef:ective date of this Act, provided th~t the joinc 
:9 investment ~rust shall either be rated within the two 
20 highest elassificacions oy at least one of the 
21 standard rating services approved by the 
22 superintendent of banking by rule adopted pursuant co 
23 chapter 17A and operated in accordance with 17 C.F.R. 
24 § 270.2a-7, or be registered with the federal 
25 securities and excha~ge co~~ission under the :edera~ 
26 Investment Company Act of 1940, :5 U.S.C. § 80(a), and 
27 operated in accordance with :7 C.F.R. § 270.2a-i. The 
28 manager or investment advisor of the joint investment 
29 trust shall be registered with the federal securicles 
30 and exchange commission under the Investme~c Advisor 
31 Act of 1940, 15 U.S.C. § 80(b). 
32 Futures and options contracts are not permissible 
33 investments." 
34 27. Page 13, by striking lines 14 through 16 and 
35 inserting the following: 
36 "6. The following investments are net subject to 
37 this section: 
38 a. Investments by the public safetY'pe~ee officers 
39 retirement system governed by chapcer 97A. 
40 b. Investments by the Iowa public employees' 
41 retirement system governed by chapcer 97B. 
42 c. Investments by the Iowa finance authori~y 
43 governed by chapter 220. 
44 d. Investments by the state board of regents 
45 governed by chapcer 262. 
46 e. Investrnencs by the statewide fire a~d police 
47 retirenent system gove:ned by chapte~ 4~1.11 
48 E. I~vestments by the ~udicial ~etirement svstem 
49 governed by chapter ~02, a;ticle 9. 11 ~ 
5C 28. ?age 14, by s~r~~:~g ::~es : ~~~ougt 6. 
S-553l -7-
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29. Page 14, line 7, by st:iking the letter "d " 
2 and inserting the following: Ilb'l. 
3 30. Page 14, by striking lines 14 through 17 and 
4 insercing the following: "state." 

31. Page 14, line 18, by striking the letter "~ell 
6 and inserting the following: I'e". 
7 32. Page 14, by striking lines 24 through 32 and 
8 inserting the following: "hundred and ninety-seven 
9 days." 

10 33. Page 15, by inserting aEter ~ine 3, the 
1: following: 
12 "6. The following entities are not subject to this 
:3 section: 
14 a. The public safety peace officers retirement 
i5 sys~em governed by chapter 97A. 
16 b. The Iowa public employees' retirement system 
17 governed by chapter 97B. 
18 c. The Iowa finance authority governed by chapter 
19 220. 
20 d. The state board of regents governed by chapter 
21 262. 
22 e. The statewide fire and police retirement system 
23 governed by chapter 411. 
24 f. The judicial retirement system governed by 
25 chapter 602, article 9." 
26 34. Page 15, by inserting before line 4 the 
27 following: 
28 " A joint investment trust organized pursuant 
29 co chapter 28Z whose primary function is to invest 
30 publlc funds shall report to the general assembly not 
31 later than January 1 of each year the amount of any 
32 trust royalty, residual payment, administrative or 
33 service fee, or other fee paid by the trust, the 
34 services performed for the fee, and the person 
35 receiving the fee." 
36 35. Page 15, by inserting after line 17, the 
37 following: 
38 "3. The following entities are not subject to this 
39 section: 
40 a. The public safety peace officers retirement 
41 system governed by chapter 97A. 
42 b. The Iowa public e~p1oyees' retirement system 
43 governed by chapter 97B. 
44 c. The Iowa finance authority governed by chapter 
45 220. 
46 d. The state board of regents governed by chapter 
47 262. 
48 e. The statewide fire and police retirement system 
49 governed by c~apter 411. 

~ T~e judicial retirement systex governed by 
S-~S3: -8-
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_ c~apter 602, a~ticle 9." 
2 
3 , 
~ 

" 6 
7 
8 
9 

:0 
II 
12 
:'3 
:4 
:5 , ' 
... 0 

17 
:8 
19 
20 
- 1 ,,-
22 
23 
24 
25 
26 
27 
28 
29 
30 
3: 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
t,7 

36. Page 15, ~y s~::~i~g li~es 20 c~=o~gh 23 a~c 
inserti~g ~he following: 

"The :rea$ure~ of s:ate". 
37. By striki~g page :5, line 27, ~h=ough page 

l6, :ine 6. 
38. Page :6, by inse,ting after line 25, ~he 

following: 
"The following entities are noe subject to this 

section: 
~. The public safety peace officers retireme~t 

system governed by chapter 97A. 
2. The Iowa public employees retirement system 

governed by chapter 97B. 
3. Investments by the Iowa finance authority 

governed by chapter 220. 
4. The statewide fire and police retirement system 

governed by chapter 411. 
5. The judicial retirement sys~em governed by 

chapter 602, article 9." 
39. Page 17, by inserting after line 33, t~e 

following: 
"Sec. Section 453.9, Code Supplement 1991, is 

amended by striking the section and inserting in l~eu 
thereot the following: 

453.9 I~V£STM£NT OF SI~KI~G FUNDS -- BOND 
PROCEEDS. 

T~e treasurer of state and all other state agencies 
authorizec to invest funds anc the treasurer or other 
designated financial officer of eac~ political 
subdivision may invest the proceeds of public bonds or 
obligatior.s and funds being accumulated for the 
paymenc of principal and interest or reserves in 
investments set out in sec~ion 452.10, subsection 4, 
paragraphs "a" through "g", section 452.10, subsec~!on 
5, pa~agraphs "a" through "g", an investment co~tract, 
or tax~exempt bonds. The inves~ment sha:l be as 
defined and permitted by sec~ion l48 of#the Inte:na: 
Revenue Code and applicable regulations under that 
section. An investment contract or :ax exempt bonds 
shall be rated within the two hignesr classifications 
as established by at :east one of the standard ratlng 
services approved by the superintendent of ban~ing by 
rule adopted pursuant to chapter 17A." 

40. Page 19, line 18, by striking the words 
"Gn~ted States corporate" and i~serting the following: 
"U.S. It

• 

48 ~. Page :9, lines 19 and 20, by strik ng the 
49 wc~ds l'U~ited States cor~orate'l and inse:t n9 the 
50 :o~~owins: I'~.S.'I. 

5-5531 -9-
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1 42. By st[iki~g page :9, ! ne 27, throGgh page 
2 20, line 7, and inserting the allowing: I'Code :991, 
3 IS amended by adding the Eoilowing new subparagraph: 
.<; NEW SUB?A"AGRAPH. (6) Investments in an open-end 
5 rna~age~2nt i~ves~~ent company ~egistered with the 
6 :ecera: sec~rities and exchange co~~issio~ under the 
7 federal Investment Company Act of 1940. 15 U.S.C. § 
3 80{c)t whic~ is operated in accordance with :7 C.P.R. 
9 § 270.2a-7." 

10 43. Page 20, line 26. by striking the words 
_~ "United States corporate'l and inserting the following: 
12 llli. S. II-~' 
13 
, & " . 

--,f,L Page 22, line 22. by striking the word "five" 
and Inserting the following: "ten". 

15 45. Page 22, line 23, by inserting after the word 
16 "year:1 the following: I'in excess of the federa~ly 
17 insuced amount". 
18 46. Page 23, by inserting after line 33 the 
19 followi~g: 
20 "h. Investments in an open-end management 
21 investment co~pany registered with the federal 
22 securities and exchange comnission under the federal 
23 Investment Company Act of 1940. 15 U.S.C. § 80(a), 
211 w~ic~ is operatea in accordance with 17 C.F.R. § 
25 270.2a-7." 
2S 47. Page 24. by inserting after line 11 the 
27 following: 
26 "Sec. Section 453.23. subsection 1, Code 
29 199~, is ame"dec by adding the following new 
30 unnumbe(ed paragraph: 
31 NEW UNNUMBERED PARAGRAPR. The acceptance of public 
32 funds by a-(j-epository pursuant to this chaptec 
33 constitutes consent by the depository to assessments 
34 by the treasurer of stale in accordance with this 
35 chapter. 
36 Sec. Section 453.23. subsection 2, Code 1991, 
37 is amended to read as follows: 
38 2. ~he depository and the security given for the 
39 public funds in its hands are liable Eor payment le 

40 the depository fails to pay a check. draft, or warrant 
41 drawn by the public officer or to account for a check, 
42 
43 
44 

draft, warrant, order or certificates of deposit, or 
any public funds entrusted to it if in failing to pay 
the depository acts contrary to the terms o~ an 
agreement between the depository and the public body 
treasurer or, if the depository fails to Dayan 
~ssessment, by the treasurer of state wher. due. 

Sec. ___ Section 453.23, subsection 3, paragraph 
45 d. subparas:aph (1). Code 1991, IS amended to read as 
SO tollows: 
.... - .- -- '"" ~ 
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(1) I: the loss was lr.cur:ec l~ a ba~k, then a~v 
2 =~rt~er ~avmen~s to cove~ the ~oss wi~l co~e ~~crn tr.e 
3 s~ate sinki~g t~nd for 9ub:ic deposits i~ ban~s. :f 
~ ~~e fn~ci~-B~e oa:ance :n t~at Si~K:r.9 fund ~s 
5 :~adequa~e ~o eeve~ pav che en~ire :oss, then t~e 
6 t=eas~re= shali ~e~e cbtai~ the atdit~onal a~o~nt 
i ~eecec bv ~a~i;.g an asses$me~t agai~s~ other banKs w~o 

hd=e ~h05e ~ub:ic f~nds de~osits exceed cePOsi~ 
i~s~~a~ce coveraqe. ~he A ~a~k's assessment s~a:l be 
de~erm:~ed by m~l~iplying t~e total amou~t 0: the 

Q 
9 

:0 
~~ remaining loss to a~l public depositors by a 
:2 ?ercen:age that =e?reserrts ~~e that ba~k'5 

~roDo:~icnal share of the average of u~insurec p~o_:c 
funds deposits held by al~ bar.~s e~r~~g-t~e-preeedi~g 

twe=~e-me~t~-~e~~ed-end~"~-e~-t~e-=e~t-day-e~-t~e 
~e~t~-~~~ed±atex1-~~eeed±n~-t~e-mene~ 3S of the 
reDort~~s date ~nde, section 453.2: i~~ediately 
~receding the date tte depository was closed. Eacn 
bank shall pay its assess~errt to the treas~rer wi chin 
three business days after it receives rrotice of 
assessmenL. If a bank fails to pay its assessmerrL 
when due, the treasurer shall satisfy the assess~ent 
by selling securities ?ledged by that bank. If the 

1 --5 
1" 
15 

"1..7 
:8 
"1..9 
20 
21 
22 
23 
24 securities pledqed by ~hat bank are ~naceq~ate to ~av 

t~e assessmer.t, t~e tteas~rer of state shall make 
additionai assess~ents as may De necessary aqai~s~ 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

t ' . I • • • • • c·' - '0·' ~ .:.l ......... o ner ~a~~s wnlcn ~Ol u~~ns~rec pu ~lC LU~~S ~~ 

sa~is:y a~y u~Daid assessment. Any addit:ona: 
assessments shall be detern:ned, collected, and 
sacisfiec in t~e sa~e manner as the first assess~e~~. 
If a bank fails co pay its assessment when due, the 
treasurer of state shall initiate a lawsuit co cO:iect 
the assessment. !f a bank is fou~d to have failed ~o 
pav the assess~ent as recuired by this suboaragraph, 
the court shall order it to pay the assessment, court 
costs, reasonable atto~~ey's :ees based orr the amount 
of time t~e attorrrey genera:'s off:ce 5~ent ~~eoaring 
and bri~ginq the action, and reasonable ~xoe~ses 
incurred by the treasurer of state. Idle balances :n 
the fund a~e-ee stall be invested by the treas~rec 
with earnings crediced to t~e fund. Fees paid by 
barrks for administration of this chaoter w~i= sha~l be 
credited to the fund and the treas~rer may deduct 
actual costs of administration from the f~nd. 

Sec. ___ Section 453.23, subsection 3, parag~aph 

ct, sub9aragraph (2), Code 1991, is amended to read as 
follows: 

(2) If the loss was incurred in a credit ~n~on, 
:~en a~y :~rther payments to cover ~he loss wi:l come 

5C =~orn :~e 3~~:e si~~~~g f~~e for ?ubl~c eepos~~s :~ 

48 
49 

5-553"-
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_ credit ~nions. If the ~unds a:e ~~adequate :0 cover 
2 ~he e~t~re loss, the~ ~he ~=eas~=e: sr.a:: ~ake ~~ 

. - - . . - . ' .' -' '- . _ asseS5~en~ aga!~s~ cene: c:ec:~ L~~on5 w~o ~c~c ~~~~:c 
~ :~~cs. :~e aS5ess~e~~ 5~a:: ~e ~e:e:~~~et ~y 
~ =~~:~~:y~~~ ~~e ~c~a: a=c~~: ~~ :~a :2~a~~:~; :~5S ~c 
o ;~j:ic ce~os::c~s by a ~e~c2~ca~~ :~c: ~e~~2s2~:S :~e 
- -v~"-CC c'= ....... i.-.. •• _ .:·, .... o·s ~~D,....,e.:-- '--'."':; :""1 ~ •• ...... -;r:-

~ ...... .;0....... _ ~ ...... ...., .... _L ;........ I....o,="_ .......... _ ~=- .. t>..:..\..,.; -'. c,_ .... \... .. ~ .... _ ~ 

.3 . ~ : ::> - - ..!, .... ; ~ C -'- e \,),.. c? - - d ; .... C; - <...; ~ - v ~ .... c - ....... '.J~",,; -,..; <2 - C. ; - c 
:~-~:.:~ ';:":"~_"" ~_:,-,-e ... ~~ ... _,-;:.: ~ .. ~._~:-:. ~:~-:~:_~ :~J 

So '0,.,1 •• ""'6.a _=5,- Gd.y 0 ... "" •• e .. IVU ..... _ .. ...l.:.ec __ ... __ j .? __ c_,-_ .. ~ ,- .. e 
:0 ~onch t~e dencsicorv was c~osed. ~ach c:e~~~ ~~:o~ 

-',..., .. ' ,~-- ..... n .... -- -'- :- ... -"' .• ~ •• ;- ..... :- -:",--",,-
:;'~.G. ..... _ pal ..:. ... s assess ... e .... ;".v ,- .. e .... ~c.S~_~_ !H ... L ....... _ •• ;.~t:: 

:2 ~Ls:~ess days after ~t rece:v~s ~c::ce 0: assess~en:. 
:3 ~~-e-e~ee±~-~~io~-=a±is-~e-ed~-±~~-es~@gg~e~t-~~~~ 
_4 6~e7-~~c-~~eae~re~-9ha~=-ee~~;~1-~~@-e~~e~~~e~~-~y 
_~ se~;~~c-$ec~=i~~ee-e±ecigeci-~~-~~~~-er~6±~-~~~e~7 :f a 

- .-:;~- ......... :,",,,,,, .;;~,- :,- - ~ ... " c-~ - .... - :...-. ..: .. ~ ~ ..:..;:> Co. ~~..:. .. :...; .. V~ .. • 0. ...... 5 '- ...... JCV .1. ... 5 ~ .... .;,.;::s.;:);ne ..... w .. ~t;n ..... uc I ..... <e 

--- s·· ... =r O~ S",_L.t'"l, -ha~: ~,.,~"-:·t·e - l .... ··,S.,:· ~o CC~'~c-~I ...... cc:. ............ _ ....... 0. .... <;;"::;: __ ......... 0 co _Q\V ..... .1........ ..L __ .... 

18 c~e cssess~e~t. r~ a cred~c u~ior. is =o~nd to have 
:9 :a:led to Jay t~e assessme~t ~s ~ecuired bv this 
-'0' s" ...... p-,.--,... ... -n-- - .... 0 c ..... ·· ....... Sh~~' orce .... :.;.. - .... oa." ~;.,p U....,~C_C.':tLGh ... ' .......... v;..r, ...... " ....... _ ..... .I. ......... v ...... _ 

21 assessmen~, cour~ costs, reasonable at~o,ney's fees 
22 basec ~~on ~r.e amo~r.: of ti~e ~he 2tt0r~ey sene:cl's 
23 C ~ciC~ s~e~- ~~e~a"':~~ a~c~ ~y~r~~~c ~~e a~~~on ~~c .:..!.._ '- ..., ....... . J*, ~ .. J.H;-t ............... '1..1. •• < ...... 1.. .... _ OJ Gl. 

24 reasonable exper.ses inc~=red =y the t~eas~~er c: 
25 s:ace's cE:~ce. Idle ~a~ar.ces in ~~e Eu~c are c~ ~e 
26 invested by che ~reasurer wit~ earnings c,edit2d cO 
27 c~e f~~d. Fees paid by credit ~~ic~$ Eo: 
28 adnir.istra~icr. cf this cta~~e: wi:: be credited ~o ~he 
29 E~~d a~d the treasurer ~av deduct actual costs of 
30 administration from the f~nd." 
31 48. page 24, line 23, by inserting cfte, the word 
32 "dete,mines." the following: "The adninistrato, shall 
33 have the authority to concract for outside 
34 professional services in the cond~cc of exa~inacicns." 
35 49. page 24, by striking lines 29 and 30 and 
36 inserting the following: "business is examined. II 
37 50. Page 25, by striking :ines 5 and 6 and 
38 inserting the following: "September 1, 1992." 
39 51. page 25, by striking lines 7 ,hrough 18 and 
40 inserting the following: 
41 "Section 14 of this Act does net apply to an 
42 investment made prior to the effective date of this 
43 Act. A joint investme~t trust organized pursuant to 
44 chapter 28E existing prior to the effective date of 
45 this Act, shall fully comply with this Act, on and 
46 af,er the effective date 0: this Act, including but 
47 not limited to complying with the "equireme~t in 
48 section 452.10, subsection 5, paragraph "g", that it 
49 be operated in accordance with 17 C.P.R. § 270.2a-7, 
50 except that such a joint inveSt~ent trust sha:l have 
S-5531 -12-

5-5531 
Page 13 

1 until uu~y 1, 1993, to become rated or registe,ed as 
2 required by section 452.10, subsection 5, paragraph 
3 ngu. 11 

4 52. 3y renumbering, relettering, or redes~gnating 
5 and correcting internal references as necessary. 

RECEIVED PROM THE EOUSE 
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1 ~~end the Rouse amendment, 5-553:, to Senate File 
2 2036 as amended, passed, and repr:nted by the Senate, 
3 as fo:'lows: 
4 ~. Page i, line 32, by striking t~e word 
5 IJor~ers,'1 a~d inserti~g the fOllowing: t'orde~s't. 

6 2. Page 1, :'ine 43, by striking the word 
7 "submission" and i~serting the following: ·'review". 
a 3. Page 2, line 15, by striking the word IIAS" and 
9 · .' .. f'1' "(2) A" -lnSertlng ~ne oi~ow~ng: s. 

10 ~. Page 3, lines 2 and 3, by striking the words 
l~ "com~laints, orders," and insert~ng the following: 
12 "orders". 
13 5. Page 3, lines 10 and 11, by striking the words 
14 ""investment entity" and "investment professional" 
15 exclude" and inserting the following: ""outside 
16 oerson-! excludes". 
17' 6. By striking page 3, line 46, through page 4, 
18 line 25. 
19 7. Page 5, by inserting after line 1 the 
20 following: 
21" Page 6, by inserting after line 32 the 
22 following: 
23 "Sec. . Section 22.1, unnumbered paragraph 1, 
24 Code Supplement 1991, is amended to read as follows: 
25 As used in this chapter, "public records" includes 
26 all records, documents, tape, or other information, 
27 stored or preserved in any medium, of or belor-ging to 
28 this state or any county, city, township, school 
29 corporation, political subdivision, nonprofit 
30 corporation other than a county or district fair or 
31 agricultural society, whose facilities or indebtedness 
32 are supported in whole or in part with property tax 
33 revenue and which is licensed to conduct pari-mutuel 
34 wagering pursuant to chapter 990, or tax-supported 
35 district in this state, or any branch, department, 
36 board, bureau, commission, council, or committee of 
37 any of the foregoing. 
38 "Public records" also includes all records relating 
39 to the investment of public funds includinq but not 
40 limited to investment policies, ir:str~ctions, tradi~g 
41 orders, or contracts, whether in the custody of the 
42 ~ublic body resoonsible for the p~bllC funds or a 
43 fiduciary or other third party. 
44 Sec. Section 22.1, unnumbered paragraph 3, 
45 Code Supplement 1991, is amend~d to read as fol:ows: 
46 The term "lawful custodian" means the government 
47 body currently in physical possession of the public 
48 record. The custodian of a public record in the 
49 physical possession of persons outside a government 
50 body is the government body owning that record. The 
5-5706 -1-
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1 records relating to the i~vestxe~t of PUD~lC Eu~ds are 
2 the property of [he aublic body respon~ible for the 
3 aublic fu~ds. Each government body shall delegate to 
4 particular officials or employees of that government 
5 body the responsibility for implementing the 
6 requirements of this chapter and shall publicly 
7 announce the particular officials or employees to whom 
a responsibility for implementing the requirements of 
9 this chapter has been delegated. "Lawful custodian" 

10 does not mean an automated data processing unit of a 
11 public body if the data processing unit holds the 
12 records solely as the agent of another public body, 
13 nor does it mean a unit which holds the records of 
14 other public bodies so:ely Ear storage. 
15 Sec. NEW SECTION. 22.13 PUBLIC FUNDS 
16 INVESTMENT RECORDS IN CUSTODY OF THIRD PARTIES. 
17 , The records of investment transactions made by 
18 or on behalf of a public body are public records and 
19 are the property of the public body whether in the 
20 custody of the public body or in the custody of a 
21 fiduciary or other third party. 
22 2. If such records of public investment 
23 transactions are in the custody of a fiduciary or 
24 other third party, the public body shall obtain from 
25 the fiduciary or other third party records requested 
26 pursuant to section 22.2. 
27 3. If a fiduciary or other third party with 
28 custody of public investment transactions records 
29 fails to produce public records within a reasonable 
30 period of time as requested by the public body, the 
31 public body shall make no new investments with or 
32 through the fiduciary or other third party and shall 
33 not renew existing investments upon their maturity 
34 with or through the fiduciary or other third party. 
35 The fiduciary or other third party shall be liable for 
36 the penalties imposed under section 22.6 due to the 
37 acts Or omissions of the fiduciary or other third 
38 party and any other remedies available under statute, 
39 common law, or contract."" 
40 8. Page 5, line 18, by inserting after the word 
41 "professionals" the following: "as described in 
42 section 11.2, subsection 2". 
43 9. Page 7, line 38, by striking the word 
44 "officers" and inserting the following: "officers'''. 
45 10. Page 7, by striking lines 44 and 45 and 
46 inserting the following: 
47 "d. Investments by the state board of regents. 
48 However, investments by the state board of regents or 
49 institutions governed by the state board of regents 
50 are limited to the following: 
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1 (1) Those investments set out In section 452.10, 
2 subsection 4. 
3 (2) The co~~on fune for non9rofit organi4ations. 
4 (3) Cor.~on seocks. 
5 (4) For investments of short-term ogerat:ng runds, 
6 the funes shall not be invested in investments having 
7 maturities exceeding sixty-three months." 
8 11. Page 8, by inserting after line 2 the 
9 following: 

10 " Page 14, line 10, by striking the figure 
l1 ~'452.10B" a:1d inserting the following: "452.10C"". 
12 12. Page 8, ~ine 14, by striking the word 
13 "officers" and inserting the following: "officers'''. 
14 13. Page 8, by striking :ines 20 and 21 and 
15 inserting the following: 
16 "d. The state board of regents. However, 
17 i:1vestments by the state board of regents or 
18 institutions governed by the state board of regents 
19 are limited to the following: 
20 (1) Those investments set out in section 452.10, 
2::' subsection 4. 
22 (2) The con~on fund for nonprofit organizations. 
23 (3) Common stocks. 
24 (4) For investments of short-term operating funds, 
25 the funes shall not be invested in investments having 
26 naturities exceeding sixty-three monthS." 
27 14. Page 9, line 4, by inserting after the wore 
28 t'state'l the following: I', in consultation with the 
29 attorney general,". 
30 15. Page 10, by striking lines 13 through 17 and 
31 inserting the following: 
32 " Page 22, by stri~ing lines 21 through 28 
33 and inserting the following: "The market value of the 
34 required collateral shall be at least ten percent of 
35 the average amount of the excess oE total public funds 
36 over total federally insured public funds on deposit 
37 in the bank during the preceding year. The average 
38 amount of the excess shall be determined by adding the 
39 amounts of excess if any for all public funds deposit 
40 accounts as they existed on the date in each calendar 
41 quarter used in preparing the report of condition and 
42 income for submission to the federal government, 
43 adding the subtotals for the four calendar quarters, 
44 and dividing that total by four. The calculation of 
45 the minimum market value of required collateral shall 
46 be made before January 31 of each year. "" 
47 16. Page 10, by inserting before line 18 the 
48 following: 
49 " Page 22, line 29, by inserting after the 
50 word---oi[ules" the following: "pursuant to chapter 
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1 17A"." 
2 17. Page 12, by inserting after line 36 the 
3 following: 
4 I' Page 24, by inserti~g after line 34 the 
5 following: 
6 "Sec. The guidelines under section 4 of this 
7 Ace shall be made available by February ::'f 1993."" 

S-5706 FILED APRIL 15, 1992 
ADOPTED 0r ,+30 ) 

By PAT DELUHERY 
RICHARD VARN 
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SENATE FILE 2036 
S-5707 

1 Amend the House Amendment, S-5531, to Senate File 
2 2036, as amended, passed, and reprinted by the Senate, 
3 as follows: 
4 1. Page 6, by striking lines 5 through 14 and 
5 inserting the following: 
6 "c. Prime bankers' acceptances that mature within 
7 one hundred eighty days and that are eligible for 
8 purchase by a federal reserve bank, provided that at 
9 the time of purchase no more than thirty percent of 

10 the investment portfclio of the treasurer of state or 
11 any other state agency shall be in investments 
12 authorized by this paragraph and that at the time of 
13 purchase no more than five percent of the investment 
14 portfolio shall be invested in the securities of a 
15 single issuer. 
16 - d. Commercial paper or other short-term corporate 
17 debt that matures within one hundred eighty days and 
18 that is rated within the two highest classifications, 
19 as established by at least one of the standard rating 
20 services approved by the superintendent of banking by 
21 rule adopted pursuant to chapter 17A, provided that at 
22 the time of purchase no more than five percent of all 
23 amounts invested in commercial paper and other short-
24 term corporate debt shall be invested in paper and 
25 debt rated in the second highest classification, and 
26 provided further that at the time of purchase no more 
27 than thirty percent of the investment portfolio of the 
28 treasurer of state or any other state agency shall be 
29 in investments authorized by this paragraph and that 
30 at the time of purchase no more than five percent of 
31 the investment portfolio shall be invested in the 
32 securities of a single issuer." 
33 2. Page 6, line 30, by inserting after the figure 
34 "270.2a-7" the following: ", the portfolio of which 
35 is limited to the types of investments authorized by 
36 paragraphs "a" through "e" ll

• 

37 3. By striking page 6, line 43, through page 7, 
38 line 2, and inserting the following: 
39 "C. Prime bankers' acceptances that mature within 
40 one hundred eighty days and that are eligible for 
41 purchase by a federal reserve bank, provided that at 
42 the time of purchase no more than ten percent of the 
43 investment portfolio shall be in investments 
44 authorized by this paragraph and that at the time of 
45 purchase no more than five percent of the investment 
46 portfolio shall be invested in the securities of a 
47 single issuer. 
48 d. Commercial paper or other short-term corporate 
49 debt that matures within one hundred eighty days and 
50 that is rated within the two highest classifications, 
5-5707 -1-

Page 5 



SENATE CLIP SHEET 

5-5707 
Page 2 

i\.PRIL ::'6, 1992 

_ as estab:~s~erl by a~ ~eas~ one o~ the standard rat:~~ 
2 se~vic~s apprcved ~y the s~pe:i~ten~e~t of bank~~c bv 
3 r~le adopted ?~rS~aD: ~o cha~ce= :7A, provided t~at at 
4 the time of p~rcha$e ~o ~ore than five ?ercent of all 
5 amounts i~vestec in cOil~ercial ?dpe: and other short-
6 term corporate debt shall be i~vesced in paper a~d 
7 debt rated in the second highest classificat:on, a~d 
8 provided further that a~ the time of purchase no more 
9 -t~an te~ ~e=ceGt of the ~nvestmen~ portfolio sha:l be 

:0 i~ investments authorized by t~is paragraph and :r.a: 
11 at the time of nerchase ~o mere tha~ five oerce~t c: 
~2 the investment portfolio shall be invested~ir. t~e 
:3 securities of a single issue~." 
:4 4. Page 7, li~e 13, by i~s2rting after che £i;ur,e 
15 11270.2a-7 11 the fcllQwi~g: II, the po:tfolic of whici 
16 is lim!ted to tr.e types 0: invest~ents authorized by 
17 paragraphs "a" through "e"". 
:8 5. Page 7. line 18. by inserti~g aftet t~e wor6 
19 "that" the following: "the portfolio of the joi::t 
20 investment trust is :im~ted to the types of 
21 investmen~s at:thorized by paragraphs "a" through "e", 
22 and provided further that". 

5-5707 FILED APRIL ~5, 1992 
WITHDR.:>'h'N (1'. /1' so) 

By DBRRYL MCLAREN 
HARRY SLIFE 
JIM KERSTEN 
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SENATE FILE 2036 
S-5715 

1 ~"end the House ~nendmen:, S-5531, to Senate File 
2 2036, as amended, passed, and reprinted by the Senate, 
3 as follows: 
4 1. Page 6, by striking lines 5 through 14 and 
5 inserting the following: 
6 "c. Prime bankers' acceptances that mature within 
7 two hundred seventy days and that are eligible for 
8 purchase by a federal reserve bank, provided that at 
9 the time of purchase no more than thirty percent of 

10 the :nvestment portfolio of the treasurer of state or 
11 any other state agency shall be in investments 
12 authorized by this paragraph and that at the time of 
13 purchase no more than five percent of the investment 
14 portfolio shall be invested in the securities of a 
15 single issuer. 
16 d. Co~~ercial paper or other short-term corporate 
17 debt that matures within two hundred seventy days and 
18 that is rated within the two highest classifications, 
19 as established by at least one of the standard rating 
20 services approved by the superintendent of banking by 
21 rule adopted pursuant to chapter 17A, provided that at 
22 the time of purchase no more than five percent of all 
23 amo~nts invested in co~~ercial paper and other short-
24 term corporate debt shall be invested in paper and 
25 debt rated in the second highest classification, and 
26 provided fUrther that at the time of purchase no more 
27thar. thirty percent of the investment portfolio of the 
28 treasurer of state or any other state agency shall be 
29 in investments authorized by this paragraph and that 
30 at the time of purchase no more than five percent of 
31 the investment portfolio shall be invested in the 
32 securities of a single issuer." 
33 2. ?age 6, line 30, by inserting after the figure 
34 "270.2a-7" the following: ", the portfolio of which 
35 is limited to the types of investments authorized by 
36 paragraphs "a" tbrOjlgb "e un , 
37 3. By striking page 6, line 43, through page 7, 
38 line 2, and inserting the following: 
39 "c. Prime bankers' acceptances that mature within 
40 two hundred seventy days and that are eligible for 
41 purchase by a federal reserve bank, provided that at 
42 the time of purchase no more than ten percent of the 
43 investment portfolio shall be in investments 
44 authorized by this paragraph and that at the time of 
45 purchase no more than five percent of the investment 
46 portfolio shall be invested in the securities of a 
47 single issuer. 
48 d. Commercial paper or other short-term corporate 
49 debt that matures within two hundred seventy days and 
50 that is rated w!thin the two highest classifications, 
S-5715 -1-
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~ as established by at least o~e cf the standard rating 
2 services aoorovec bv the suoeri~Ce~cenL of bankinG bv 
3 :ule adopt~~ pu:sua;t to ch~pter 17A, provided thit ~t 
~ the time of ourchase no more than five Derce~t of all 
5 arno~nLS invested in commercial paper a~d other short-
6 term corporate debt shal: be invesced in paper anc 
7 debt :ated in the second highest classification, a~d 
8 orovided further that at the time of ourchase no more 
9 ~ha~ ten percent of the investment po~tfolio shall be 

10 in investments authorized by ~his paragraph and that 
11 at the time of purchase no more than five percent of 
12 the investment portfolio shall be invested in the 
13 securities of a sinqle issuer." 
14 4. Page 7, line 13, by inserting after the fig~re 
15 1'270.2a-7" the following: II, the portfolio of which 
16 is limited to the types of investments authorized by 
17 paragraphs "a" through "e"". 
~e 5. Page 7, line 18, by inser~ing after the word 
19 "that" the following: "the portfolio of the joint 
20 investment trust is limited to the types of 
21 investments authorized by paragraphs "a" through "e", 
22 and provided further that". 

5-5715 F~LED APRIL 15, 1992 
ADOPTED (1/"ffoJ" 

""'-,_~, cL~'/. / -' /d"Y ') 
Ir~.., U -l 'f. 1,'L(f T 1'. b-~¥ 

/ 

By DERRYL MCLA~EN 
HARRY SLIFE 
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SENATE AJ4.ENDMENT TO HOOSE AMENDMENT TO SENATE FILE 2036 
li-5952 

I ~~end the House Amendment, 5-5531, to Senate File 
2 2036, as amended, passed, and reprinted by the Senate, 
3 as follows: 
4 1. Page 1, line 32, by striking the word 
5 "orders," and inserting the following: "orders". 
6 2. Page 1, line 43, by striking the word 
7 "submission" and inserting the following: "review". 
8 3. Page 2, line 15, by striking the word "As" and 
9 inserting the following: "(2) As". 

lO 4. Page 3, lines 2 and 3, by striking the words 
II "comDlaints. orders," and inserting the fOllowing: 
12 "orders". 
l3 5. page 3. lines 10 and 11. by striking the words 
14 I"tinvest~ent entity" and "investmect professional" 
15 exclude" and inserting the following: ""outside 
16 person" excludes". 
:7 o. By striking page 3. line 46, through page 4. 
l8 l:ne 25. 
~9 7. page 5. by inserting after line 1 the 
20 following: 
21 " Page 6, by inserting after line 32 the 
22 following: 
23 "Sec. . Section 22.1, unnumbered paragraph 1, 
24 Code Supplement 1991. is amended to read as follows: 
25 As used in this chapter, "public records" includes 
26 all records, documents, tape. or other information, 
27 stored or preserved in any medium, of or belonging to 
28 this state or any county, city, townShip, school 
29 corporation, political subdivision, nonprofit 
30 corporation other than a county or district fair or 
31 agricultural society, whose facilities or indebtedness 
32 are supported in whole or in part with property tax 
33 revenue and which is licensed to conduct pari-mutuel 
34 wagering pursuant to chapter 99D, or tax-supported 
35 district in this state. or any branch, department, 
36 board, bureau, commission, council. or committee of 
37 any of the foregoing. 
38 "Public records" also includes all records relating 
39 to the investment of public funds including but not 
40 limited to investment policies, instructions, trading 
41 orders, or contracts, whether in the custody of.the 
42 public body responsible for the public funds or a 
43 fiduciary or other third party. 
44 Sec. Section 22.1, unnumbered paragraph 3. 
45 Code Supplement 1991, is amended to read as foilows: 
46 The term "lawful custodian" means the government 
47 body currently in physical possession of the public 
48 record. The custodian of a public record in the 
49 physical possession of persons outside a government 
50 body is the government body owning that record. The 
H-5952 -1-
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• recC2rds relating to the investment of public .funds are 
2 the property of t~e public body respo~sible for the 
~ ~.?lic funds. Each government body shal' delegate to 
4 particular officials or employees of that government 
5 body the responsibi:ity for implementing the 
6 requirements of this chapter and shall publicly 
7 announce the particular officials or employees cO whom 
8 responsibility for implementing the requirements of 
9 this chapter has been delegated. "Lawful custodian" 

:0 does not mean an automated data processing unit of a 
:1 public body if the data processing unit holds the 
L2 records solely as the agent of another public body, 
!3 nor does it mean a ~nit Which holds the records oe 
14 other public bodies solely for storage. 
15 Sec. NEW SECTION. 22.l3 PUB~!C FUNDS 
16 INVESTMENT RECORDS IN CUSTODY OF ~HIRD PARTIES. 
17 ' The ~ecords of invest~en~ transactio~s made by 
18 or on behalf of a public body are public records and 
19 are che property of the public body whether in the 
2D custody of the public body or in the cuscody of a 
2: fiduciary or other chird party. 
22 2. If such records of public investme~t 
23 transactic~s are in the custody of a fiduciary or 
24 other third party, the p~blic body shall obtai~ :rom 
25 the fiduciary or other third party records req~ested 
26 pursuant to section 22.2. 
27 3. If a fiduciary or other third perty with 
28 custody of public investment transactions records 
29 fails to produce public records with~n a reasonable 
,0 period of time as requested by the public body, the 
31 public body shall ma~e no new investments with or 
32 through the fiduciary or other third party and shall 
33 not renew existing investments upon their maturity 
34 with or through the fiduciary or other third party. 
35 The fiduciary or other third party shall be liable for 
36 the penalties imposed under section 22.6 due to the 
37 acts or omissions of the fiduciary or other third 
38 party and a~y other remedies available under statute, 
39 common law, or contract.'''' 
40 8. Page 5, line 18, by inserting after the word 
41 "professionals· the following: "as described in 
42 section 11.2, subsection 2". 
43 9. Page 6, by striking lines 5 through 14 and 
44 inserting the following: 
45 "c. Prime bankers' acceptances that mature within 
46 two hundred seventy days and that are eligible for 
47 purcnase by a federal reserve bank, provided that at 
48 the time of purchase no more than thirty percent of 
~9 the investment portfolio of the treasurer of state or 
50 any other state agency shall be in investments 
H-5952 -2-
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APRIL 17, 1992 

1 authori~ed by this paragraph and that at the t:me of 
2 purchase no more than five percent of the investment 
3 portfolio shall be invested in the securities of a 
4 single issuer. 
5 d. Commercial paper or other short-term corporate 
6 debt that matures within two hundred seventy days and 
7 that is rated within the two highest classifications, 
8 as establiShed by at least one of the standard rating 
9 services approved by the superintendent of banking by 

Page 15 

10 rule adopted pursuant to chapter 17A, provided that at 
11 the time of purchase no more than five percent of all 
12 amounts invested in commercial paper and other short-
13 term corporate debt shall be invested in paper and 
14 debt rated in the second highest classification, and 
15 provided further that at the time of purchase no more 
16 than thirty percent of the investment portfolio of the 
17 treasurer of state or any other state agency shall be 
18 in investments authorized by this paragraph and that 
19 at the time of purchase no more thar. five percent of 
20 the investment portfolio shall be invested in the 
21 securities of a single issuer." 
22 10. By striking page 6, line 43, through page 7, 
23 line 2, and inserting the following: 
24 "c. Prime bankers' acceptances that mature within 
25 two hundred seventy days and that are eligible for 
26 purchase by a federal reserve bank, provided that at 
27 the time of purchase no more than ten percent of the 
28 investment portfolio shall be in investments 
29 authori~ed by this paragraph and that at the time of 
30 purchase no more than five percent of the investment 
31 portfolio shall be invested in the securities of a 
32 single issuer. 
33 d. Commercial paper or other short-term corporate 
34 debt that matures within two hundred seventy days and 
35 that is rated within the two highest classifications, 
36 as established by at least one of the standard rating 
37 services approved by the superintendent of banking by 
38 rule adopted pursuant to chapter 17A, provided that at 
39 the time of purchase no more than five percent of all 
40 amounts invested in commercial paper and other short-
41 term corporate debt shall be invested in paper and 
42 debt rated in the second highest classification, and 
43 provided further that at the time of purchase no more 
44 than ten percent of the investment portfolio shall be 
45 in investments authorized by this paragraph and that 
46 at the time of purchase no more than five percent of 
47 the investment portfolio shall be invested in the 
48 securities of a single.issuer." 
~9 11. Page 7, line 38, by striking the word 
50 "officers" and inserting the following: "officers'". 
8-5952 -3-
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l 12. Page 7, by striking lines 44 and 45 and 
2 inserting the followi~g: 
3 tId. Investments by the state board of rege!lts. 
n However, investments by the state board o~ rege~t5 or 
5 :nstitLltio~s gove:~sd by the state bo~cd of regents 
6 are :imitec ~o the fol:owing: 
7 (:) T~ose investments set out in section 452.10, 
2 subsection ~. 
9 (2; The co~~on f~nd for nor-profit organlzations~ 

10 (3) Common stocks. 

Page 16 

!~ (4) For i~vestme~ts of short-te:m operating fu~ds, 
:2 the funds shall not be invested in investments having 
,~ maturities exceed:ng sixty-three months.!1 
l4 ~3. Page 8, by inserting after line 2 the 
l.5 foll.o\o.ling: 
16 " Page 14. l~ne 10. by striking 
l7 "452.103" and Inse,ting the £ol1O\"ing: 
:8 14. Page 8, line 14, by striking the 
:9 "officers'! and inse~t~ng the fo:low~~g: 

tt:e figure 
*'452 .. 10C" II

• 

word 
"offi.cers'''. 

20 15. Page 8, by striKing lines 20 and 21 and 
21 inserting the rollmling: 
22 "d. The state board of tege~ts. Howeve~. 
23 investments by the state board of regents or 
24 institutions governed by the state board of regents 
25 are limited to the following: 
26 (:) Those investments set out in section 452.~O, 
27 subsection 4. 
28 (2) The CO~T.on fund for nonprofit organizat:ons. 
2~ (3j Co~~on stocks. 
30 (4) For investments of short-term operating funds, 
31 the funds snail not be invested in investments having 
32 maturities exceeding sixty-three months." 
J3 16. Page 9, line 4, by inserting after the word 
34 Ils~atell the following: II, in consultation with the 
35 attorney general, II. 
36 17. Page 10, by striking lines 13 through 17 and 
37 inserting the following: 
38 » Page 22, by striking lines 21 through 28 
39 and lnserting the following: "The market value of the 
40 required collateral shall be at least ten percent of 
41 the average amount of the excess of total public funds 
42 over total federally insured public funds on deposit 
43 in the bank during the preceding year. The average 
44 amount of the excess shall be determined by adding the 
45 amounts of excess if any for all public funds deposit 
46 accounts as they existed on the date in eaoh calendar 
47 quarter used in preparing t~e report of condition and 
48 income for submission to the federal government, 
49 adding the subtotals for the four calendar quarters, 
50 and dividing that total by four. The calculation of 
H-5952 -4-
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1 the minimum market vdlue of required collateral shall 
be made before January 31 of each year."" 2 

3 
4 
5 
6 
7 
8 
9 

10 
il 
12 
13 
14 
15 

18. Page 10, by inser~ing before l~ne 18 the 
Eollo\{ing: 

II Page 22, :ine 29, by inse~ting aft~: the 
\%rd--nrules" che [ollow':ng: '*pursuant to chapter 
17AU.U 

19. Page 12, by i~serting after line 36 the 
f ol1.o\o/ i ng: 

" Page 24, by inserting after line 34 the 
following: 

"Sec. The guidelines under section 4 of this 
Act shall be made available by February 1, 1993.''"' 

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

RECEIVED FROM THE SENATE 
H-5952 FILED APRIL 16, 1992 

l~i..-<-L Ch~U<//~ 4!1 (I'- /J,;:?tf.) 
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A BILL FOR 

1 An Act establishing requirements for joint investments of funds 
2 by the state and political subdivisions of the state, 
3 including the state board of regents, and providing that such 

4 investments shall be regulated by the treasurer of state and 
S the commissioner of insurance, and providing an effective 
6 date. 
7 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

TLSB 5482SC 74 
mk/sc/14 



S.F. _______ H.F. 

1 Section 1. Section 11.2, Code 1991, is amended by adding 
2 the following new unnumbered paragraph: 
3 NEW UNNUMBERED PARAGRAPH. The audits of the state board of 
4 regents required under this section shall include a 
5 determination of whether investments by the state board of 
6 regents comply with state law. The audits shall also include 
7 a determination of whether all contracts with third parties 
8 acting as a depository institution for funds of, or acting in 
9 a fiduciary capacity for, the state board of regents or a 

10 regents institution contain all terms required by state law. 

11 Sec. 2. Section 11.6, subsection 1, Code Supplement 1991, 
12 is amended by adding the following new unnumbered paragraph: 
13 NEW UNNUMBERED PARAGRAPH. An examination under this 
14 subsection shall include a determination of whether a 
15 governmental subdivision is complying with state law in its 
16 investments of funds and a determination of whether all 
17 contracts with third parties acting as a depository 
18 institution for funds of, or acting in a fiduciary capacity 
19 for, the governmental subdivision contain all terms required 
20 by state law. 
21 Sec. 3. Section 11.6, subsection 4, Code Supplement 1991, 
22 is amended by adding the following new unnumbered paragraph: 
23 NEW UNNUMBERED PARAGRAPH. An examination under this 
24 SUbsection shall include a determination of whether a 
25 governmental subdivision is complying with state law in its 
26 investments of funds and a determination of whether all 
27 contracts with third parties acting as a depository 
28 institution for funds of, or acting in a fiduciary capacity 
29 for, the governmental subdivision contain all terms required 
30 by state law. 
31 Sec. 4. Section 12.1, Code 1991, is amended by adding the 
32 following new unnumbered paragraph: 
33 NEW UNNUMBERED PARAGRAPH. The treasurer is responsible for 
34 reporting on the investment activities of all political 
35 subdivisions with third parties, and shall make 
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1 
2 

3 
4 
5 

6 
7 
8 
9 

S.F. H.F . 

recommendations as deemed necessary to the general assembly 
and the governor on modification in the investing authority of 
political subdivisions. The treasurer shall require each 
political subdivision to report to the treasurer the amount of 
investments with third parties outstanding and each new third­
party investment. The treasurer shall adopt rules and 
establish forms for administering this provision. Each 
political subdivision shall provide all the information 
required by the treasurer under this provision. 

10 Sec. 5. Section 12.8, unnumbered paragraph 1, Code 
11 Supplement 1991, is amended to read as follows: 
12 

13 
14 
15 

16 

17 
18 

19 
20 

21 
22 

The treasurer of state shall invest or deposit, subject to 
chapter 12A and as provided by law, any of the public funds 

not currently needed for operating expenses and shall do so 
upon receipt of monthly notice from the director of revenue 
and finance of the amount not so needed. In the event of loss 
on redemption or sale of securities invested as prescribed by 
law, and if the transaction is reported to the executive 
council, neither the treasurer nor director of revenue and 
finance is personally liable but the loss shall be charged 

against the funds which would have received the profits or 
interest of the investment and there is appropriated from the 

23 funds the amount so required. Joint investments of funds 
24 shall be subject to section 452.10A. 
25 Sec. 6. NEW SECTION. 12.62 INVESTMENTS BY POLITICAL 
26 SUBDIVISIONS -- ASSISTANCE. 
27 The treasurer of state shall adopt rules for providing 
28 information and assistance to political subdivisions seeking 
29 to invest funds of the political subdivision. The treasurer 
30 or the treasurer's designee shall provide information and 
31 assistance to a political subdivision at the request of the 
32 political subdivision, including but not limited to 
33 information regarding the statutory requirements for 
34 investments by the political subdivision and technical 
35 assistance to enable the political subdivision to invest its 
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1 funds in accordance with state law. However, the fact that 

2 information and assistance are provided under this section to 

3 a political subdivision shall not make the state, the 
4 treasurer of state, or the treasurer's designee liable to a 
5 political subdivision in any manner for any loss, damage, or 

6 expense incurred by the political subdivision as a result of 
7 an investment. 

S Sec. 7. Section 262.14, subsection 3, unnumbered paragraph 

9 1, Code 1991, is amended to read as fOllows: 

10 Any portion of the funds may be invested by the board. 

11 Joint investments of funds shall be subject to section 

12 4S2.10A. In the investment of the funds, the board shall 

13 exercise the judgment and care, under the circumstances then 
14 prevailing, which persons of prudence, discretion and 
15 intelligence exercise in their own affairs as provided in 
16 section 633.123, subsection 1. 

17 Sec. 8. Section 279.29, unnumbered paragraph 2, Code 1991, 
18 is amended to read as follows: 

19 Pending audit and allowance of claims under this section, 

20 the board shall invest moneys of the corporation to the extent 

21 practicable, and the board may provide for the joint 

22 investment of moneys with one or more school corporations 
23 pursuant to a joint investment agreement. Joint investments 
24 of funds shall be subject to section 4S2.l0A. 
25 Sec. 9. Section 302.11, Code 1991, is amended to read as 
26 follows: 
27 302.11 SCHOOL FUND ACCOUNTS -- AUDIT OF LOSSES. 

28 The director of revenue and finance shall keep the 
29 permanent school fund accounts in books provided for that 

30 purpose, separate and distinct from the revenue books. The 

• 

• 

31 auditor of state shall audit losses to the permanent school or 
32 university fund caused by the defalcation, mismanagement, e~ 
33 fraud of the agents or officers controlling and managing the 
34 fund, or caused in connection with a joint investment with a 
35 third party. The auditor of state shall adopt rules for those ~ 
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officers as necessary to ascertain the losses. 
Sec. 10. Section 331.555, subsection 6, Code 1991, is 

amended to read as follows: 
6. The treasurer shall keep all funds invested to the 

extent practicable and may invest the funds jointly with one 
or more counties, judicial district departments of 
correctional services, cities, or city utilities pursuant to a 
joint investment agreement. Joint investments of funds shall 
be subject to section 452.10A. 

10 Sec. 11. Section 384.21, Code 1991, is amended to read as 

11 follows: 
12 384.21 JOINT INVESTMENT OF FUNDS. 
13 A city or a city utility board shall keep all funds 

14 invested to the extent practicable and may invest the funds 
15 jointly with one or more cities, utility boards, judicial 

16 district departments of correctional services, or counties 
17 pursuant to a joint investment agreement. Joint investments 
18 of funds shall be subject to section 452.10A. 

19 
20 
21 

22 
23 

24 
25 
26 
27 
28 
29 
30 
31 
32 

33 
34 
35 

Sec. 12. NEW SECTION. 452.10A INVESTMENT OF PUBLIC FUNDS 
STANDARDS AND PROCEDURES. 
1. In addition to investment standards and requirements 

otherwise provided by law, the investment of public funds by 
political subdivisions or their agencies pursuant to any law 
which authorizes the investment of public funds shall meet the 
requirements and standards for investments specified in this 
section, except where specifically otherwise provided. It is 
the intent of this section to promote the exercise of care in 
investing public funds which persons of discretion and 
intelligence exercise in the management of their own affairs, 
not with a purpose of speculation, but with regard to the 
permanent disposition of funds considering the probable income 
as well as the probable safety of capital. The primary goals 
of investment prudence shall be based in the following order 

of priority: 
a. Safety of principal is the first priority. 
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1 b. ~aintaining the necessary liquidity to match expended 

2 liabilities is the second priority. 
3 c. Obtaining a reasonable return is the third priority. 
4 2. The joint investment of public funds by political 

5 subdivisions or their agencies shall be subject to the 
6 following: 
7 a. As used in this section, ·operating funds" mean those 
8 funds which will be expended during a current budget year or 
9 within twelve months of receipt. Operating funds must be 

10 identified and separated as distinguished from all other funds 

11 available for investment. 
12 b. Operating funds may only be jointly invested in 

13 investments which mature within three hundred sixty-five days 
14 and which are authorized by law for the investing agencies or 
15 subdivisions. 
16 c. The weighted average maturity of all operating fund 
17 investments shall not exceed ninety days. 
18 d. In order to ensure that joint operating fund 
19 investments can be liquidated without risk of principal loss, 
20 the market value of such investments must not be permitted to 
21 fluctuate by more than one-half of one percent from the 
22 amortized cost thereof. If such fluctuations occur, actions 
23 must be taken promptly to maintain the principal value of such 
24 investments. 
25 e. The trading of securities in whiCh any operating funds 
26 are invested for the purpose of speculation and the 
27 realization of short-term trading profits are prohibited. 
28 Only investments having maturities consistent with the needs 
29 and use of the investing agencies or subdivisions shall be 
30 made. 
31 f. Political subdivisions shall approve written investment 
32 policies which incorporate the guidelines specified in this 
33 section and any other provisions deemed necessary to 
34 adequately safeguard invested public funds. 
35 g. This section shall not be construed to supersede 
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1 chapter 453. 
2 Sec. 13. NEW SECTION. 502.613 JOINT INVESTMENTS WITH 
3 POLITICAL SUBDIVISIONS. 
4 

5 
6 

7 
8 

9 
10 

11 

12 

13 
14 
15 

16 
17 
18 
19 
20 
21 
22 

The administrator shall regulate and supervise companies 
jointly investing or managing funds for political 
subdivisions. The administrator shall adopt rules regarding 
reasonable fees for institutions acting as custodians of funds 
or transferring funds for political subdivisions involved in 
joint investments and other rules necessary to administer this 
section. 

Sec. 14. Section 905.6, subsection 4, Code Supplement 
1991, is amended to read as follows: 

4. Prepare all budgets and fiscal documents, and certify 
for payment all expenses and payrolls lawfully incurred by the 
district department. The director may invest funds which are 
not needed for current expenses, jointly with one or more 

cities, city utilities, or counties pursuant to a joint 
investment agreement. Joint investments of funds shall be 
subject to section 452.10A. 

Sec. 15. EFFECTIVE DATE. This Act, being deemed of 
immediate importance, takes effect upon enactment. 

EXPLANATION 
23 This bill requires an audit of governmental subdivisions or 
24 the state board of regents to contain an audit of the 
25 contracts with third parties holding funds or acting in a 
26 fiduciary capacity for those political subdivisions required 
27 to be aUdited under section 11.6 or for the state board of 
28 regents. The bill also provides that the treasurer of state 
29 shall report on jOint investments of, and shall adopt rules to 
30 provide information and assistance regarding investment law 
31 requirements and other matters to, political subdivisions 
32 desiring to invest funds. The bill further provides that the 
33 commissioner of insurance, as the administrator for the 

34 securities law, shall regulate companies jOintly investing or 
35 managing funds of political subdivisions and shall establish 
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1 rules governing what is a reasonable fee for an institution to 
2 charge as a custodian of funds or to transfer funds for 
3 political subdivisions involved in jOint investments. 

4 The bill also establishes guidelines to protect funds 
5 invested jOintly by the state and political subdiVisions, 

6 including the treasurer of state's office and the state board 
7 of regents. 

8 This bill takes effect upon enactment and may include a 
9 state mandate as defined in section 25B.3. 

10 

11 

12 

13 

14 

15 

16 
17 

18 

19 

20 

21 

22 
23 
24 

2S 

26 

27 

28 

29 

30 

31 

32 
33 

34 

3S 
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Atl AC' 

Rc.:LA"tNG 10 RE(;UI.A"TING TilE l:lVf.STMENT or PUBLIC FUNDS AND PRO­

V{l)tNG AN ~:n~ECTIVF. DAn:. 

BE 11' E:fJAcrI:O R·{ 'T.n: GENERAL A5St:~"L1' or 'TtH: STATf: Of 100t1A: 

Sertioll 1. Section 11.2, Code 191)1, in am~ndeJ 1.0 read as 

follows: 

11.1 ANNUAl. S[t'rI.EY.f.NTS. 

!..:. Tlu: audit.or of state shall annually, and oftt!Mef' !!.or~ 

£!.te-~ if de.!ml"d n~c.~aGary, a>akp a full sett.lement bP.-t. ... ·ecn the 

atRt.~ and illl st.t.~ officer~ anJ departmpnts and all persons 

rp.c.:~iving O( pxpl?llfling st,1tL~ (\Jnds, and shall annually make a 

cotnplet(> audi.t of t.hl! bc:>ks and accounts of every departmpnt 

of the St.elle. 
Providl?d. Uhlt the accounts. records, and docurt'(>nt!; of the 

tcpasury department !;h.lll be cludited daily. 

Pl'ovideJ fUI'thcr. tbat a pCl~limil\ary audit of the 

educational institution~ and tne stat~ fair bo~cd shall be 

mad€:' pl~riodically. at. l~ast qUClrtt.·rly, to checK thr~ monthly 

reports subnitU~d to th~ director of r~venu(> and finance as 

rpq'Jired by section 421.31, subsection 4 and that a final 

audit ()f such stat.~ aqe-ncit.·s shall be made at t.he cl()sl~ of 

e.tc.:h tisc,\l y(>dC. 

2.: .. I r!. con ll!..r~t i.~)\\ ""!:..!.t]. t:~.!_i!~~. ~ t:' .. Qf. ~e. s.~.!-.~. _~~ i' t!._of 

!'!9~_r! ~.(\. r:.!!..~.i c 'to:!. 'I.nde~ .. ~~ ~!; :;.ec~. i. ~I\! ._~~_e--..il.ut' .i.!:.2_r. 91.. s '.:..~_t.e ~_~ 
a~_c?!2i~~.(' .., i ~.h_.9~,.~r ~ ~).i' . ..:!~£~pt: ':"~_i!':I_d . .!:.!.~ !'!2....!..t Jr.r\~.r.~~; I ~ha ~.l. 
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E~ r !.£r.~ :l~~ i.t:....._t est i !'':I ~'1-~lH~ .:'!..~~ t ~~ _~":::,cH. ~.o~ .. ~'!':"9~!'!.!!?' 
!...!!..~~!).~Q..~~t.!!:.. .. ~~_~ a.I~Q.~.~~ ~ha~.~ !!.e?rt:---.!:?.!.!t~ s.~~e .~,?~l.I'.Q....£f 
!.£g~~.~ . f:0llcer.~J_.r~9. co~I:-' 1 i. 'll~£..~ ~ .i.!..!.' .. ~ ,:!!..!-.e . !~!'. a!'.!:!...~t.a t:,~ b:~.~ r ~ 
<?~"'!'~9~!.~' _in~e~.~~t:nt .EE..!..!ci~~:. The. ::.t.~<: ~~.rd..£!. ... rege!~~ 
l~ r ~~E,?ns.1. bl.~'. f.£!_. re;~wdy.i ng ...2n'1....!!:per !:.!!..q . !'_(2nco~.e..~ i a~c.f>:_:::Lt h 

it.s. O""!~.2~.pc1.or p~act.ic:(~s: 

,!,~p. stat~ .. bo.\~(!..£!. r.~.CJ.£!'.t~. :;.hc:' 1 ~.~k~~~ i. ~.!!.ble---.!:o l ~':! 
<llldltor er~~a_te-._'!.!l.d ~J~a:<;l.!~. of. st.a~L~h~ . ....!!!?$t.....!.(>c~!!!:.......~rl~~!~!..!. 
!.l~{~O r. t~ !~a.!'y i .n'lc.s t;.~.~t . !'.:.!!..t. ~ t '1 . ..2.!. ~.nv,=,,!l t~!.!~~ .2.!.S'f p:ss !..c:?n,\! 

~~..2y~1 by ~~! ~:~i. till lor.' SI!,'./c.fn~~py .. ~~ ~~ald. '. 
~ll cor~!:.~.£t~"'£'f :~~eement.a ~-,th i!!!........!.nv~s~n.'~!!!. e~~.!:..!y o!:. 

!n"'~5>...!,_mP'Jlt .. p~ofe5~io~.al eJTlp'I<'?y'!!'~.by an ~ns~i':~iO::"!!"""'90\'~~'~ ~y 
t.he st<.:!.!-f:! b~)clr~ 2.!....r~.9.!.!!.~s sh~~l ... ~ui.!:'..!.. t~!!.......~n'lp.~~me!~cn~i..!:Y 
2..~. i ~~~stmc.~~ . .2!.2:~ eS5 i.o!"!a 1 . e:n£..!2Y.~d..EY. a.!l.......~ ns.!J..~ 1I ~ i on .. 9,?~.!nc~ 
~~s:.ta~~?a!E....0~ . ....!..£ge.~~.o .not i.f.y_i!, ~...!.l~!..!!.9.... t~~~~~.'~ 

~?ar~.2.~.9P.-nt,s.'~.~~",! . ..!:.!!..:!..~~y_di.1'iS ~~ecl!il~~f ~....!.! 
corn.tnu n ic~.~ iC!1!.......f r 2~~n .. i nd~ee~d(!n~ ~ud i ~ 2.!........o~ ~~. au!~ i t.£.!.......?f 

stat~. C?t .~ ... re.g~~a~~. a~I.t.hor .. ~ ty . ....£.! .. ~.e.~ is.te:nc(> o~~ 
ma~~~ .i~~_ "..ca.~.~!ss. i.~~~t~!....~~ cent ro~~ ~uct.ur~_.oe:::_!.!'9111dt~~1 
9.~~.er s.......Q.!.. ~anct i o!!!...aga i. n~ t !~.!!!!........~ n~es ~ !U~~. ~n t i ty....2.! 

inv(>s.tr:!'.<:nt ... .2.!.~f.~~~~o!,.i!.!.~ ..,~~_!eg,;.!..q t~h~........!l'P!!...2! .l!':!..vi~.~ 
!,ei ng. Eet f?r!!"ed .. u~~~ t!"!.£...s:on':,!_act~ ~ ~9~..!!..~"!en~ s! _T.h ~.~ 

pro'lisi_C?~ .~hal.l .'!2~ ... l~!........!J..J!'il!,d or ,!~.£~.d~~9Y . .i!..~~!:.her 

£"~.I)l. r <lct.u.ll_ pro o'./!!) ~on. 

'The __ !!.~_~ t. ~.~e!_~ ~ i!!. sec.t. ~O'l. sh<l.! 1._!!£t ~~ .c~.t i ~ i. c9 ~r2 ~ i ~ 
t.~_Y'0s t _r P.-'::~~ ~.!!£l.IJ';.!........!'£P.~)t t_.!!...£! . a~y........!...~ves tm~:.!l ~ . !.!!..!-.i t;1_ ?!. 

i.nvcstm~.nt l?£.£f,?ss}o.~l_. emp!.?~. by ~ .. ~.~§.!J t!!,.t .i?~90'..:£~t:'ed l.,i' 

~~'!. $t.<l.t.~_.E£~ l'.d---.9.~ . .!..t:ge~~~.£ ~.~v ie~~.d .£1 . . t~. :~~.~ ~0 of 

:>t~~.~.~ 
I~e r.e~~-,.!..'~.o! . ..!l!~. lDog.~. r~_c:!nt_.~!'I_nu<.t! .. ~'!.P£~t.~o ~~at:..£h~!i.~~!l. 

~~.a!l .O::E!,,:.!!.:£Il'~ ~~~!l"r'I?!'-~. I..~yp's~~~!'t cC!.ml'~"l.I}:I .. '"!.!. 'l.r:! 

~12 .i. nc2.!'~ .'.". ~,.!~ .. i n'f.~_~ I!'.e.r~!: . ...£.<?r:n..pa ~y. _~_ J.I! ve~ ~ !f!1!!'. t .. !.!.~r.-.!.. 
!"~9! s.t;~!_~.? ::li..!. h. ~,l~_.f ~d.I!~!. . ?'?~:.!.!.i..~ ~.~~_~r~~. ~~:s.t~.~~ ~o~·) i ~.~ ~~ 
~~d.e.~ .. !.r:~ (!~£ t i!!_. I ~~v.~~. t(:'l~~ ~ ... ~()I1\.E~ni'. ~_(.:..~ .. ~E._~.9 ~.Q..!.)?_ t.J __ ~.:.f..:.... § 

~.!'.(!~l~_. 9u t' SIJar: t _~? ~? .f::...:...~·.:_~..:._j_J70 . ~Q~:-_~ . . ~~ __ ~.h~ ... r~v .t.~~': ~ .. ~'i ._t he. 
en 
." 

'" o 
to> 
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e-,~.c !;Qn l~~r !.:)r~1 1\9 .. ~ ~P 'Hld.i ~.~! ... t:h~ m(';~ t rp(.:~!"'.'~. ,lnnlla 1 !.~)..:..~ 

~? s~arf;hol~,-:?rs, call rep:H~5! _f2...!...thp fln~!!.r..!..9:! . .1?l~!..:<;_t.!:!~~S: ... <! 
!.£9\~! ~ll: . ''':XiS~ i n,\ t I \)/1 11/1~~.E_~_~.~.~.£....£r f ~dp.(,~ I .J~~!_ .~~) _.~ h~~ _~:~~e-.!:,.~ 

!.!!~. f.! ~.L~9!; a~.t ..!:!2....t conf ~ J~n ~.~!.!:..~ .. of a .. t~,!Q~ L~~v i nq:i_.~.n_~_.1 .0.2!~ 

~~~0r.1 a.!- ~Qn •. ,?~ ... c...!.£'~~!"l.i0~~!} .1.1 ~a t. is f:...:L .. t ~I!.....!.!!::'J.~~ 
!_~go ~.r~.!!I'£",'. s .'?~_.t_~~.~._~r3~_~ 

f\:;!_~~d In t.hls $ub.~e~:t.i(?n, "lnv~·.st\":"If'r!~ .. ~Q.~i.!:1:~ .. ,!r~~ 
~in:'~5tm.£~t. p'~-:.'.!:~~"lOnal" exdllde a b'ln~...!....-!!~.~_i.n9!i an~_~_o~~~ 

a!;s(~;;:.!~! ~Qn •. ~-,.:.r~~I. '; un ion when ~ct i n'1. as..il.~!·y\'e~ 

dep5~~~!..9!Y 'p~lr5~!!...~~~._~·hap,.p.r 4SJ. 
S~c. 2. :'ectiofl 11.6, subsection I. Code 5upplement 1991, 

IS .:ur.enol€'d to n.'.td a:., follo .... s: 

1. ~~ 'The- financial condit.ion and t.rclns<I<:t.ions of all 

cities .lnd city ,)ltict~5. c0untlPs, count.y hospit.als organized 

undpr chApters J47 and J47A. me~orial hospitals orqdnized 

und~r chclpter Jl. entitip.s organize,) under chaptec 28~ havinq 

qross rpct~ipt.s in excess of onp hundred thousand dollars in a 

fiscil y~ar. merged are~lS. area educ<lt.ion cl9pncies. and all 

school offices in school districts, ~hall be examined at least 

onco. each year, pxcPpt that cities havinq a population of 

sev"n hundred or m()r~ but less than t ... o thoosand shall be 

examined at least. onc~ pvery tour YPdrs. clnd citip.s hclving a 

populat ion of le~;:~ t.han sp.ven hundrpd mcly be examinp.d as 

ol.hei" .... i~H.' pro"idcd In tha:; !wct:l<ln. ,hI! (!xamination ~hdll 

c()vo.r t.he fiscal yC.lr ne:.;t preceding ttl!! year in .... hich the 

audit i!'!. conducted. t'he exami.nation of school olfices shall 

include> an alldit. of all school lllnds, the certified annual 

financial f(~port., <lnd the certified enrollment as provided 1n 

so?ction 2'>1.11. EX,lmin,\t.ions of co::-ununity collpqe,; shall 

inclllde .:In oi.wdit 0f f~l~qible and noneligible contact hours a:i 

deflno?d in ~~ctiQn 286A.2. tliqiblp and non~ligible contact 

h~urs and the certified enroll~~nt ~hall be certified to the 

d~part:nent of manager:"lcnt. 

Subject to th.~ o.:xccptlons al~d requirement:; vf ~ubsectiot'. 2 

dnd !iubsection 4. pel rclq rapt". "c", p.xaml.n.ltions shall be made as 

Sen.llp. Fil~ 2036. 9. 

dpt~rmined by th~ 90vernment~1 subdivision elthec by t~e 

dlh"htor ol state or hy certified public account.ants. certified 

in thp st3t(· of Iowa, .wd ttH.'y $hd11 be paid from t.he poppr 

p'lblic funds ol the 90vern~ental l;ubJivi~iQn. 

!>.: . ...l.!l_ .... !f! c9...!}j!!...n~!:i?..!I_::!!l!....ttl~ .. ~~lo1~!.....E.f t~e goo..:f!rrlr.~ntcl.! 

t>ubdiYi~.i()n requice2., u.l."'d~.:.!:.._this E.'2s::tiOf)L . ...!..~~ p'erg.~!!.E.p;rfor~!...!!.9. 

~he alld.i~ ~ha~!._<!...!50 'p'~~.!()rm te>:its. for ~(!.~E...!..j.~I.lce ~.!.~ th~ 

~ny~:!trnent pol icy ()l .. ~._~.~.~_~.gX!.~~~~ nU""!~~!.....2.L)~ves.t:n:p!!.!: 

~ .. ~."!!1.E~£~i_~.!'.~.Jr.r---.!..!_~~t .. ~on to th~ ~otal ... ~!!yes~~elltl'> .anf!...9.!!~.~~.!..!..:t 

£L...!!..~.!:!~~ct ions_~.!_pe.r iod aud i le.~.!._ "The_. ~p.sllI.t.~.....2!.....!he 

compliance' tC!itinq shall ~~. ~~p'ortp.~ !.~ __ acc,?r.oii!n~~_~ 
genera~~..p.ted aud i t i n9 s tandCHds. T!:!~ .per:~(!!~_pt?r focl'iinq 

the audit ftlay' 3150 r.'lak(~ reco:Tllllendations f~r ch,~!:!'1~....!.2 

!'-'~.£,.~~.l!~~.t. p.ol i~y_.?~~.c:~ .. ~c;e~~~. l'hp. go ... el·n~!"t<11 3u_~~~~.i~~.~~ 

i~ r~sp~nsib.1e fC?r t.~.~.remedy of ~~'p'?..!.~!~ . ...!!':.mco~.1'_~~.~.ncl!' witt"! 

its F~1..i.c;y. <?~ . .E~~~!:!~~~~. 
(2) As part: of it!> audit, the governmt::~'tal subdl.y~!!!.~!~_~.~ 

.r.~E:£2.D~~£_!or obtaining and pro~~!.~9 to 1I"!.~ 'p'~son 

P'~.~.~.9r_m!_~9. ~~~ ... <!l:'.s!.Lt . ...!~*=---~~dJ..!.~~. J .. i~~ncla.l ~I.al.ements .and 

!!..!a tec!._!.~'p9~.~ . r;>-n . ~ p terfla ~ . ~'?'!~.E2.~._ st. cuct.u r f! of O~:1 i<!.e­

E.!:rsons' . .E:~f2:!~~!lg. a!'y o~ .t..h~ !.2.11owing ducing ~.~~. p~riod 

under audit for the ..90vernmental subdivision: 

(a) Inyesting ptlbli.£ funds. 

(bl Advising on the investment C?J.. .p.u.I~~!c lllnd~ •. 

LC: L_ Q.!.~~ll~e depos i t or._l..!~.~~~~~nt .9~ P'l!~!~.~ funds. 

(~1 A.c:.~ i !,!9 ... ~.!\---.!....!.~~.c:..~!!1.. ~~p.~~! tj' ~or t ~~ .. 9<:'.~!::! nmell t a ~ 
~~bdjvis:i~n.: 

Th.~ ~.~!~!.~ .~nde~ .. ~t"!!.5 section shall !,o~. b~.ce~ilicd u.l.".'.til 

!!..! ~ ... ~~~~.~~ !.~.I ... !~f<?c~a~ ion rcqu i red by. ~~~~:~ .. '?ubpar.:l9r~'p~ .. is 

reviewed .~Y.._th~~.~~9_~_.E.~"!".!.9,,!,,~~9. !.hp. audit. 

1...!L....!..~~ . ...!e·J!.~~. ~.i'. t~~. p.~.~~'2~ . .Eerformin? the J.ud.i.t. of thf7 

most recent ..tnnua! ... r.~p~rt lo. ~!t~~.Ii~.!d(~r.!....£!..."!~....£.l?.~.!.'.:-_~nd 

rnan.aqempnt inYPs~.I!!.f!!"!~ ... O::.0:r'pany o~ .a~ .. !lninc()rporated .~~v~s':lf!eflt 

~9:llP.a~:t._<.?r in ... e:~ttl\p...n..!.....!:..!~.!!! ... ~~9.~.~~erp.d with t~.£ .. Lt!d~r'll 

s.eclt r i ~ ~ ~? ~.!'~_!:xc~.a~'3o/. C::9~. i ~~ i or~ .~~de.!---.! ht.' f.~·5i.~ r di l 
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!~~r.t.;~~~.!:.. \()_~.£~~ny. Ac.t .. o,f_! 9.~~....!. 1 s_....Y_~ 5 .~ .. :_1. ao l~ tLP\l,I' S\J~.I~~_t_o: 
1 'J .f..:X.~ L_~"O .}.Q~-.l .?L r:I~_ X.~~£,,:",I tJi:.-.!:....h:~ l?!.!.S~.!!..P'!!_~,?_~_i.ng 
~(!. ,\\l_~i~L of t_~".! .moE.~ __ ~p.~.!:..~l ,dr'lll'!.al .~.£l:c:'rt_J:..?.~~~.eholder~t 
<:al!..r~£l~rt~yr ,t.he fi_t:'_d_~ng.!!...2..I:HS~!~.t t'?2 .. re.~l1a£ 
!..x,uni_~~t!..9_n IJlh~_~ __ 5t~~,,,!!,,,,,?r.-.!...cde~~ Id~...!....-.to .t~1! ex_~n~_th~ 

(indirl_~_ar.£....E.~.t c?~Ud~!~.idl!........5?~ Lb~n~!~~vl.!l~ a~ loan 

~,:,O<;l;t_t ~~.!!..!_ or c!'p.d!.t ~l..!!.~~n . ...!!~al_~~a" ~.sfi' ~~.~!C\:..!.~·.t 

rt!.~..irer:.!!..!:' .. t~ o~_...!:..~.i$ P~~9~p'h •. 
.( 4 J _":-1 ~ _ cent, r~c:~_. or. !!..!J.~ep.E!..ent~~.i ttl, ou.!si q~_pe_~~n~ 

P~~~~F)i !!.L.~n't 2!....-~hf!' _.~_nC't:.~n;,. . .!J._~~~~.~ !;._l~~r~~'iL~ar.!!.....( 11 
sha) 1 _~_qu}~~~e ~'..!.!:Eid~.c!~~ t~~oti!L~n .~,!:i~.9.. t.!,..!: 

90I/er!lm~~~l.1 s~~div.i$i..£!l w1.!:'!:!j..n .. ~~~~.L~~'is...2.f. r~£!.:.i'p!:...2.( ~~ 
CO~UIl i c.,,1t ~.?_n---.!.!.:?m t·.h~. pf!'....!....:!.?11 E£. r f orm i.n9 .. t. he. ~l!d i t ~.~n'y 

~e:'1!!..~~~~ ... auth,?.!...!..!.i' ~f......!.h~.~ i 5.t~~c::f!'..2!.. a n'lt.e~ ~!!..!.. ~e.lk.~es3: 
i.!!. i~! . .!!.~~.! con.~~~~....!.!C\l~r~, . ...£! ~~la~_o..:!:J .orde~~~ 
~<l~.!-.io~~a<j"'i ~.~..!:.....~h~ ~~_~ .i<!.!!....l?e!J!.Q~,. ~.h. !PlJard_...!~ I~. tY.E~ 
2!...:>e~ ~<:es .. bE'! i n9 P~..!..!2.~r,>-~~_UIl~!...!.... t ~.!L...£<?nt.~ ac!s ...£!_ d9...!.....~el"!'ent s.:. 

!~i~rov.!.s.i~.~. sh.~l. n,?~.~ ~i.m~.t~~_9~ <~voi~led . ....£1 .a..!l?tl~er 

~o!"'.!!.~c~~~. p!ovis~.()!~: 
(21.._ '\5 .. ~.!..c-...i._ ~ ~~._ Lh i!!. !!-.~bs<:ct . .!.£!l .•. ~~ s i.dl~ .. per so~" ...!...xC: 1 ~':.s 

~ b~~~, savin9~ ~~_~f)<~I.~.so:c:!...a_tion, o~_.£.!.~di.~n~~ .. ~he~ 

~~..! I ~9.....!s dl~._ '!.E.E!.o~~~~ltO~ i t 0~:t....P.1:l r~~lan t ~£......£~lal)~er . ....!?.J • 
t~J. A. . .i.£..!:..~~ ~~.~;>.tmer.'.!:......~.r\l~.!......or~.ite.<!.....£\l!s~J.!.~~.......!..9. c!,~.~e.!:. 

78r._.5.h<!.!.!.._~ i 1 e ~.he _.aud.!.!.:.....~e:p~.I~ . r equ i ~ ed _))'1 . ~ i s .'£~~P!· '-' r .... ~.!:!! 
t.h~. <l_dmini.st: 1·,~.t;2.!_.?f . ~~. Se~llr! ~ i'-'~ burc.a"'.....£! .. th.t........i.t:"'~~nc.!! 
~':'.i s i ?!l 0.(_ ttlt.° dep,\.~ 1. rnc.n.t;_ of _.~o!!,!""~ r cc .... i !..!!.~ n. t I~n .. ~~~_.of. 

:..£..cpJ..p.~ ~!:()m __ ~J:l~ ~\.lIdi_~.<:!r :.--..J_t1~' ~d.~.!.9~ o!......!. j~.!..!:t.t !nve.~~~llt: 
~ ~u~t ,.!,,\ 11 pr()y.iE~. \o'[.~..!:..!.~.n. ~ol:.i.c!!..._~o .. t~ .. ad~~. i ~.!:...r_~t~!.....2f ..!:...!!.£ 
~i~ ~~_.~5.:! i V~.I.:.l: __ ?t . ~~~ .. ~~P.~!.:' t;2. .t;!,_UC!i ~~ . ......!~~...£~t~nt .. t.~.I~.! .• 
.~! f d,!~..!...D.9 .. ~!"!.£....CCI.I.~~e ... ~~ .. i.!.n <!udi~. C?!...~. j~i.r~!_.~nves:~.~!,~ 

~r.£s"!"",,,?r9ani.7:!'~.p.'-:i~~~~~t. ~£.._~~a..E.!.c-[ ~.e::, .~..!!E:. cl.~j~:.£! 
c!! I ~cmi !l~~l2.......~!~t.: .. 1:")( i.~.~~C.f! . ..2.~·. ~ .~,,!~.p~dl ,,!p.a~~.~_!l ~~. t:~..£ 
i I!t~~.r 11~~! _O::£.f~~.r 01 .~!.~~!~~.I~!....e .. 0.r .. i!..!":~~ r i,~ !....~~~?..!.~.t ~~ry . . ~.t he 

i_n~ ~ r r.d 1 _.-=-.o.llt: c <!.l._~_~ ~1.1.C:~:..u.E ~ ' .. ~~ ".10 i ~.c~.!......:;~,!...!}. ~ E'.s'C ~~. t~~ 
~~ I ycrni r.~,; ls·r .. ! .. '!._! tl~ .. 1~_1_r:.' t:. i nV('$ t. mell.t .. _.s.~ ur •. ~ :rh_.!:..c.h . .:±P:" l.l . .....!!.') t..l. !y. 
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th(!_",~mi.nist.~~.t,,?.!_.in ::..!..!tirt.'l...::r.!.t!,ill ~.~~~y..:(~~ il~~.!!..! .. ~~~ 
pr():'Jj..£....~.~?py....2..! .. tt~":!_.~O!· .. ~.s:al: 1(.>~_.!..~. th~_. ,,:~.i t:~).!....:.. 'r1~~ 
~!ld i ~!_.:>I).~ ~ ~ _EES'.v i~....£..!. ·~·.!..!.!.l i 11 ~:::£.!.l.!.Y -. f ~~. ~2':1 r ~....?( . t. h~:..... r e<':.!:·_~E!:. 

£! .. ~~le c<?EY . ....£.'.. t~!......!!?t.ic~, ~_~t_tC-1l cI~~<?· .... l~dge!1l':-·nt .. .3?!.....tl~!!. 
:~ce.~p.~9.. t~~..i!...~~i'~~~.rat:...<!~~. I~._!l~q jo.~t .i:..!!:-'<:~tn~·.nt ..!-}l\$! 

s!oes ~?t.I!',\l<e .th~_no_tif}ca~i-=~~i_thi!,.l·"'~Il.t.:.1:f~. h<:!!!~, 9.! 

thC. audi tor._d<?~s no_t .r:.ec~i y'~.coPl_£.!.... ~h~':"y'ot.U ~c:.!.!:19..r~ ... ~~!...!..r! 

t!J~.!!.!1..: f 011 ~ . hou ~ ~ , ... ..!l!~ it!ld i .tor . sh'!...; 1 i ~f~dl a~£.l i' .!!..~~ i f :t . .J:.~e 
adcni.l'!i$t:~.lt.or .in .. writi.!!.9.._of .t.ht.'.rndt~rial ...... p;~!!:ne~. il~_.~~c 

!n~.~rnd l_c::'.:mt ~.<.?..!.....;;t ~uc! \Ir~.~ t.ll!:......!!l.~.~cr ~.~~ v !£!~t~n of. ~~o 
intl~c!."'al c~nt..o.! ~~ct.lIrc-. 

Sec. 1, Sect.ion 11.6, !'!.llbr~ectiot\ 4, rode Suppl~m(.'nl 1991, 

lS am(>nded by adding the following ne .... IInnumbered pdl"ilgrdpll: 

~f;~ .. mnHl~.ij~:~~.:..D~f'.~!,GR~P!.!. An ex,minati.on under this 

subsection shall include c"l dc-termination of whether 

investments by t.he govp.rnment..\l subdivision are aut.horizpd by 

stale law, 

Sec. 4. Section lL6, aUb$~ct.ion 7, Code suppl(>ment 1991, 

is arr.ended to read as follows: 

7. The auditc)r of state Shdll ~ake gOldc-lines dvailable to 

thp. p\lblic set.tinq forth c1ccountin9 and audit.ing standards clnd 

pro(.·,~dll[es .and audit and leepl co(.'pl i,lnc(> proql·ams 1:0 be 

appllpd in the exa.~·,illcttion o[ the qov(!rllmental suhdivi'!':ions of 

the state~._~hic-'.~ ;>ha.!~ r~"'<l..~ire:.,~_..!....£...~!e~ . .!!.~. the. ~~~r!l_'!.! 
contr.ol ~.~.!..~_~url!.....!!l.d ~~~if.y.~t.~n9 .~!.... t~~?,~cti~.~~.fo~ 
£c.?rnpl.~ancc, Thf!' guideline!'!. shall i.nclude ,1 requil·o?C'lcnt th~t 

the certified public dccount.ant irr.rn~diately notify the ..tudit.or 

of statE' reqardinq .lny !)u:'pN':t.pd ~mbe7.21I!mellt or tho?ft. The 

auditor shall al!w providl~ st.andard reportin9 forrttcll!'l (01· use 

in I· .. port. illq thp r(>sults of an o?x,\rr.inatioll of a 90verll;npntal 

s.uhdivi3ion. 

Sc,;. '). N e:w S.l~r:!.! 9N . 

POLr~·rCAr. Su!H)lVISIO~S 

AS,SISTANO;. 

12.(;2 INVf:STMFtnS BY AGE1K!ES ,\!oW 

'l'e:r.JlNICAl. HH"ORAATJON AND 

en 
"T1 
IV 
o 
c.> 
a> 
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Th(.' I.CP:i1~~url·r \)1" :it"t.\~ sc·,i.}II ild()p~. rules ptlrSuClnl. 1:\) 

chapt(.'r Ill'. for providing tl!'ctl:-,ic.,; i,,(ocmt\lion and a:iSlstanc~ 

1.0 {}::>li I. 1<:.1 1 slJbdivi:;i()rls. t;·lP: st.\t.~ b<)clcd of l·pgE'llta. 

Instcu~~ntdl~tl(~s. 4rl,1 i.}~erlclc:i cf lhR stdt.P alJt.hoci~e~ te, 

IrlVf!:.t fOlrld:~ .... tlich ,1C~ se~king tc inv,?st. pllhlic fUlld~. fhe 

l:rl~a:i\Hl'r or thl~ trp"~l\cl~C'S d~si4ne-e sh,lll provl()e t.p.chnical 

Information ,l:ld a!l.~~ist:anc.~ 1.0 .1 pol it 1(:"'11 subdivision, t.he­

"l,IU~ b()c\rd of r~q~nt.s, inst.ru:-.l~IH.ality, oc agency of t.hl'! 

~tilt.t~ aulhoriz#"!d t.o lnvp."!')t tund$ at the rcquest of lhp. 

political !;uLuivision. tht! statt~ be,arJ of reqf'nts. 

In~trument.illit.y. or ag~ncy 01 th~ st~t~ authorized to invpst 

(unds, including but. not limited to tp.chni(:"ell lnforl'),lt.ion 

req4rdlng the ~t.,ltutC)ry rpgl)ire~erlts for invp.st.~ent!l. by th~ 

poilt.i.cal :iubdi.vision. the state bOdrd of rp<jent.s, 

instrum~ntality, 0< ~qeocy ,lnd t.echnical .1!lSlstdnce to enable 

the pol i t if:,ll slIhdivision, the !>tat@ board of regents, 

in~t.rump.nt.ality. N dg(:nCy to 1 nvest funds 1n accordance wit.h 

~tatc la ..... Ho~evcr, the fact that informat.ion and assistancc 

ar~ prov\,Jed unde-r this section to a political subdivision, 

the stat.e buard of regents. instrum~ntality, or aqency 

aut.horizl'd to invest funds 5hall not make the stale, t.he 

tr~asurer o{ state. or the treasurer's designee liable to a 

politicell subdivision, the state board of req~nts. 

inst.rumpntdlity, or aqency ot I.h~ st~te in any M4nncr {or any 

loss, di"l",lge, or exr:p.n~p. inclll"ted by t.he polit iC.11 

sulJilivisi:>fl, t.hp st.at.l~ board of rec;ent.s, instrumental ity. or 

agency as a re~Ylt ot an inv~~t~pnt. 

S~c. 6. Section 22,1. unrlumbeced paragraph 1, Code 

SIJPpll'!merlt ~991, IS amend<.-d to reat! d!> follo· ... s: 

As us~d in this Chaplp.r, "public cecord~" incl\ld~s all 

records, d~(:"u~~nts, t.ape, or oth~c infocmation, sl()r~d or 

prpserved in dny mp:dlum, c)f or b~longing t.o this state or any 

COllnty, city. t.(' .... n~hi.p, !lchool corporation, political 

:Hlbdivision. nonprofit. corporation ot.her lhiln a county or 

tiist.,ict fellr or ,1grictllt.t1ral SOCiP.I:y, WhOSf~ facili':ies or 

Sr~natc filp. 2016, p, a 

ir:dt>btp.dnp!;s dtP !:".upjlorte-d In · ... hole '.)r in ';><lrt .... .th ~)t')pCcly 

tax reVf'rlqe ~nd · ... hich Is 1 icen~pd to c0()duc~ p.H _-mutt1.~1 

....agering pUrSIJdnt t.o chapter 99D. or tax-suppcrl.ed distri,:! ln 

Ihl~ .state, or any branch, dep.'lr~.ml!nt., board, tmreau, 

cc ... mc.is!> ion. cOIJllcil, or cc:nl"ittE.·~ of ,1ny of t.he {ocl~goin'J' 

"P~I~lic re-~:?.c~.~lso _i..!.lcl\:,des ,~l~_ re<.:ordg...!.~1~~in9 __ ~~:~ 

.!.!!. ..... pst~l!'en~ .... ~.L...E..ub 1 i c (und~ i nc_I.~:J i n9 !:,..!!..!._..E.0t I ill". i te~ _. t;~~ 

!!'~£.:!.trn(!n~.l.>:)lic~'.:s.! ill~~~rIJctiyn;,. •. ~~ad~~lc:i ()rdl!~_~ •... ~~~ 

C"ant.~_~~_~~, .... hp.t.h~r i!l ~.h.!!. cu:;~p.dy or_the _p.':lt:'J_.ic ~~~y 

!·~s[lonsib.I_~ __ ~9~_.~.~_.E~_blic f~~.~s or ~2..~~~ary 01· Ot.tlt~1 t.hird 

Pi! ~.~ y. 
Spc, 7. So?!clion 22.1, unnumberpd paragraph 1, COth.' 

SupplemPllt 1991. 1.5 .1mended t.o read as follows: 

Th~ t~rm "lawful custodian" means the government ~cdy 

currently in phY:iical passe~sion of the publi~ recor,3, The 

custodjan of a public record in the physical po~session of 

persons outside a qOllernr.'lent body is the gOllernmpnt. body 

o .... ninq that record, The .. _~~<::c:>.~.9.~ ... ~_~.1~tinq t~ .. t.he inv~5tment of 

p~~~ic funds dre the £.~.oP~'ty o.t .. the publ.~c body rC~E5:'.nsibltJ 

!?~ the. p~~!~.~. (und~. Each governmpllt body shall delegatp. to 

particular officials or employees of that qovernmt?Tlt. bodj' t.ho?! 

cl!sponsibilit.y for ir'lplecnentinq the requirements of this 

chapt~r and shall publicly allnounc~ the particular officials 

or (.·mplo'll~es t.o whom. responsi.bility {or implem(~nling UlE.' 

requicl'rnent.s ot this chapter ha::; been deleq,lled. "I,,)· ... ful 

custadl"l:rl" t10es not nean an iHltc:nated delt,l pr()cl"~sing unit. of 

,1 public boJy i1 the dat.a pl·ocf!':';sing unit holds the rp.cord~ 

solely as the "gent of anottu~r pl/blic body, nor olcp.5 it. mp.ln .:I 

unit which holds t.lle !pc:ords of ot.hpl public bodies solp.ly f·or 

litor.lqe. 

Sec. 8. NEW 5ECTIOlt . 22, I) PUB[,IC rUNOS INVESHIEt:T . _. -------
IU;COltOS IN CUST<lO'r" O~· THIRU PARTIES, 

l. The records of i.nvc:l.tlt".Cnt transact ions Ct"adp: by 01" on 

behalf of a publ ic bcdy are public cecort1s dod ,HI! the 

property of tht~ public body wh(.~ther in the custody of tt~e 



fI 

S~nat(! file 21))6, p. 9 

p'JbliC' body or 111 t.hf! ""U!;.ICcly of J. fiduciary or oth~r third 

1><1 t' t y. 

2. It ~uc), r~cords of public investm~~t tr~ns~ctions are 

Ln the custody of .1 fiduciary or othp.r t.nil·d party. thp public 

bf)tly shall obtain from tho> fiduciary or oth .... r third pal·ty 

r~corojs requ~~tt~d (UHgIIMlt to sect ion 22.2. 

3. It a f'iduci,)I"Y or ott,*~r third p<\rt.y ·.Iith custody of 

pl.lhlH: irwest!"llent tC.::lln~;acticns tp.cords fail!; to produce public 

r~'cord:. wiUur1 .t r(?,}son.lble ppriod oE tl.trtP. 015 rcqupsted hy t.he 

public body, thp p".Jbl}C bod.,. sh . .:dl rndke no new invest.ment:~ 

.... ith or through th~ flduci.HY or other third party anoJ Sh,lll 

not ren~"" ~xisting investrnents upon their nat.urity with oc 

throuqh the fiduciary or other t.hicd pdrty. The fiduci.uy or 

ot.hpr third p~rty shi.d) he liablp for the penaltics Impo5erl 

untie! section 22.6 due to the act:;. or onissions of t.he 

fiduciary or othpr third party and any other remedies 

elvaUahlp. under statute. cornman 1 a .... , or ... 'ont.ract. 

5p.c. 9. Section 28E.S. subsection 2, Code 1991. is anended 

t.o read ,\S f"ollQ· .. ·s: 

7. The preciae ol·ganization. cornpo!loition i.lnd nat.urc oE <lny 

Deparate Ipq~1 or admini~trative entity crp.ate,' t.hereby 

t.ogethp.r with the powers deleqdtpd therp.to, provided such 

t'ntlty may be legally cr~'ated. ~9,,·~yp.r_~_ if.....!..!:!..e.agre~·m'.?r\t. 

~!? ~~i') i Sl1~~~_ 5ep_'!..£:"_~~. 1 eg~~~,?..!. 'l.dm i ~. i s t !il.!i Y.~. ent_~ ~.:t ~ .. t. h,? 

(?nt iJ..y .. sh<1}.~, ':.h.?n .. i r\ve~.U . .!!.9_ (un.ds '. co!:'elY ... ~.I.~~e _P!Ov~!! i2,ns 

~) ( ~~~·_t_ ~ ?ns .~_~!.:...~g . . a ~~ ~3.' _ ~ 0 A .t;!!_~9~.9.~ ~?? .. l~!,-.~<! . .£!.!~~.r 
~~'p'p_~ i c~lJ if!' .. 1_~ 

Sec. 10. S~ct.lon 262.14, s\lb"p.ction 1. CcdE' 1991. Is 

<\lIIcnd.~d by .sdo.linq th(! (ollm .. inq n .... ·.1 OJllnumberefl pClraqraph: 

~::W .. 1J~~U~~~~_[~_ PA.R!~~RAP~. Tht~ \)<Hrd 5hall have ,1 written 

inVl'str.t':lt l::,lil:Y, til(? gOdl of .... hich is to providp for the 

(inan~ial h~alth of the i~&t.itutions gov~rll~d by th~ board. 

The ~0Jrd shdll e~lablish inuestm~rlt pract.:ces thdt prpserve 

principd .• providf! 1"0: ~iqui03!.t.y !iuUiciPllt ~or ant;cipat.Nl 

ne.,ds, ontl m.:ti".tili.n pf\rcfhl~1~:'lq po· ... er of inv"~t.,\l<ie aS~t~'.~ of 

• • 
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the bo,ud dnd Its in~.tltuti()t\s. rhe policy 5tH11 <11: .• 0 include 

a li$t of <1ut.horized inllcst.r.ent!;, :Mt.urity 9Uld(~line~~. 

procl;!dures tOI' !;.elect.inq and appc(wing invl!1;t.mront mdll.HJers d/ld 

other iove~;t.ment protc~H.i()f)al!) .IS I.h!f>cl'iberi in :~er;t.ioo 11.2, 

subst.'ctiof\ '2. and proviRlons for r'~'oIlilar and (rf!quer.t 

oversiqht of invcatment decisions by the board, includinq 

.ludit. The board shall If-ill<(> av,lilable to the audlt.or of !)t',He 

and trl"asutPr of' st<lte the most recent annual report of any 

inve!lt,ment t.'ntit.y or i.nvp.stment professional employed by an 

institution 90verned by the- boar,). The investmcnt policy 

shall cover InVegt.m~ntn of endo· ... mpnt c\nrl noncndowlf.ent. funrb . 

Se ... •. 11. Section 279.29. Ilnnunberpd par<lqrapl1 2, COOl:' 

1991, is .1menJe,) t.O rcad as follows: 

Pendinq audit and allowanc~ oE cldims under this sectl:m, 

th .... board ,;hall invest moneys of thp corporation to the extcnt 

practicable, and the bOiUd may providf!' for thp joint 

inv(.>stnent of Moneys .... ith one or more school corpor.ltions 

pUC5uant to a joint: investnent aqreer.ent. All investl'"ler~!:.~f 

!_~.n.<!~ .. ~hal1 b~ f,lIbje£~ ~2 sect: io~~~~!() al'!d .~~2.10~ <!~ 
2.':.!~_~i~ablc _~a .. ·._ 

Sec. 12. Section ]02.11. Code 1991. is amended to read aD 

follows: 

102.11 SCHOOL FUND ACCOUtHS -- AUDIt OJ-' I.OSSES. 

The dirpctor of rev~nu~ and fin~ncc 5hall keep the 

perrran~nt. school fund dC(""()Unts in books provided foc th,lI: 

pllrpose, scpdr,lte and distinct from the revenlle books. TtH~ 

dllditor of !'>t.ate Shilll audit: loss~~s to th~ pPI·m.anent s.chool or 

Ilnlv~'rslty fund caused by lhp. d~·talcdtion, ml:iltlanagp.ment, or 

fraud of-th~-~gents-ot-ofete~~~-~o~ttot.tnq-ft"d mftnft,in9-th~ 

fund. The dtlditor of st.elte sh,\11 .ldopt rules ~~.1.!~llt:._..!.£ 

!=:~-'~.Pt.~!._~.?~ for thODe off~cc,s ,1$ n~'ce&sel~,! to asc~rt.i\in the 

10S:H~~ _ 

S~C. 1.1. Sectio~ J3l.JOJ, Codc ~991, is an~nded by adding 

the f<)110 ... ·ir.9 ne .... 5ubsectior; 1/1 
"T1 

'" o 
Co> 
(I) 
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~~H $(~~g~:TIO~. 8A. App:OVl~ t:'ll' · .. ·rLt.t'~n ::'I"·I~st.:TI(>nt ~:llicy 

f:H the C0Url~.y ct~4!lir(',1 llcdl'r sr.ct.ion ·1')~.IOf.l. 

S~C. I~. S~c~i("'n "331.5')5, s:lbso;>ct iO:"l (). CGde 1~91. i!> 

;Ir.\f~nd"d t:o ceaJ a:. fellow!;: 

6. ~'h~ t!'"e,t~~llrf!r !'>hilll ;';l~('P all {'JrlUS L~ ... ~sted to the-

~x~ent. practicdblp and may inv~st th~ funds jointly vit.h one 

or morf~ count.ies. judici,ll dist.rict. depilrtl"l'l'nt!J of 

r:-orrer;t.ional sl;>cvicl's. cltie!;. 01" city ut.il.ities pursuant to a 

Joint inve!;trnent '19r~ement. ~~ I inve51;.:,£.~ts ~LJ~nd!!..1:~!! _~~ 

:-.~~L~£!_lO sec:U.9ns ~?~:~O.~.!~~ .. 4S2 . .1I~~ and _oUu.·r d£E..!icable 
}., ..... 

SE'c. I~i. Section 38-4.21. COdl~ 1991. is amend~d to c~dd as 

follows: 

384.21 JOINT rNVl-:STMf:N-r Of fUNDS. 

A city or a city ut.ilit'j be,ard shall kp.f!p all funds 

invp~tpd t.o the exte-r!t pr,lct Icable and may invest the funds 

jointly with o:"le or nor .... c:it:ie!'>. utilit.y boards, judicial 

district de-partments of cocr('ction,ll sel·vices. or counties 

pucsuant t.O a joint inv('strul'nt agr*~I~r.lI~nt.. !,ll ... ~~:-:~atll\ents of 

f.1.!.!:!ds sh,>lU. he .subi~.!:.. ~o S4!'cti0':"l.~ .. 452.10 an~_!.F.19A and 

ot .. ~(>(_ ~p£!..!.~~bl~.J.~.~ 
Sec. 16. Sp.ctioll 4')2.10, Code Suppler.lent 1991. is amended 

by !'>t.riking th~ section and insPrting in lieu thereof t.he 

follc.wln9: 

452.10 VUBLIC FUNDS tNVF.~T.""ENT STANDARDS. 

1. In addition to investMent standacds clnd requirernents 

ot.hE.'{ ... ·isp pcovid('t.i by 1 a .... '. Ule inve-strnent of public funda by 

thp tred9ur~r of state, st.ate agcncie-s authorized to invest 

fund~, ~nd politlc~l aubdivisions of this stQt.e, shall comply 

with t.his ~;(!ct.ion. exc('pt where otherwise providpd by allot.her 

5tdtut.e spe~ific~lly referring to this section. 

Th(~ tce3sur~~r of $~ate .Jrld t.he treasur('r of each political 

suboiivision shelll ilt all times kr-r.-p funds r::oming into ':heir 

posses910n as publ.c ~"n('y lO a vault or ~afe to be prov~dpd 

(or th<H plHp:lse or ~~ on~ or :nore d~I>:'sit:>ci(!a approved 
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pursuant t(l chaptpc 4S3. Il~w~v~r. th" t.C~~Su!~C (It St.At.~! an,i 

Ule t.1·e,l,.ur~r of J!ach polit.ical :';\Jbd~V1SI()n Sh.lll inv~s!., 

unles!; ot.tll~rwis(· provid('tl, ani' pl/hlie f\lnd~. not. <':\I~r'~nt.;'y 

needed in investment!; auth"ri1.l)'d e,y thiS !;(~ct.l(m. 

2. The tre-asurec o( state, stdte aq~ncips aut.h(lrizp.d to 

inv~st funds, and political s'Jbdivisions ()f t.his statp, when 

investinq 01' depU!liting public funds, sh.!ll (!xo:>rcisf! the C':Hf', 

skill. prudencp., and diligence under thl~ circumstanc~s th~n 

prevailing that a pr'Jdent pP!son actlnq in a likp capacity an,! 

familidr w~th such matler9 would use to attain t.he qoal!; of 

this subspctioll. rhis standdCd requiCf!S that when :Tl'lkinq 

investMent deCisions. a public entity shall c:onsid~r the c()le 

that the- investm('nt or deposit plays within th~ portfolio of 

assets of thf! public e-ntity .lnd t.he gOill~; ot" this subsecti0n. 

the primary goals of invU'~:;tIl\l'nt prlld~nc~ shall be basp,j in the 

follo·.dng order of priority: 

a. Safety of principal is the licst priority. 

b. Maintclining the necessary 1 iquirlity to mat.ch expectl'd 

liabilities is the second priority. 

c. Obtaining a reasonable r~turn is the third priorit.y. 

1. Investments of public fund!; shall be made in accordance 

with written policies. A written invest~ent policy shall 

address t.he g031s set out in subsection 2 <lnd shall al!;o 

address. but is not limited to. ccmplianc~ with slatp law, 

divecsification. rnahHity, quality. and c....tp<:lhilit.y ()f 

Investment: m.lnagenent. 

The trading of securities in · ... hich any public funds .lr~ 

invested fo! the purpose- of !JpeculcHLon ~nol the realization 01 

short-term trading profits is pl·ohibited. 

Invest~ents by a polltical subdiviSion must have rat'lcLt.ies 

that are consist.pnt with the n~t.'ds dnd use of that political 

subdivision or dqency. 

4. The tredsurec of state and .111 other state aqenCLPs 

duthorized to Invpst funds 5/)<\11 cnly PUI'ch,\se and invl!st i;; 

the follo· .. ·inq: 
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.... Ohliqc\tlOJla of the- Hnired St.1U~3 90"'l·rrlnlt~nt. it.~i 

iqencie~ dlHI il1strtlmentalities. 

b. Certiticat,p!> of dpp(,~it dnd othf'f ~vi.d"ncp!; of deposit 

at federally insured df!po!;itory in~ti',uti,)ns approvp.d pursuant 

to clldP'-'~r 4~.1. 

c. Prime bankers' acceptdoces that mat.ure ~lthin two 

hundred s'~v('nt.y days and that .He el iqiblp for purchase by,) 

El'dcr,ll rf.>F.p.rllc b,lnk, pl'ol/ided that at the time of p\lIchase no 

rr.:;.rp. than thirty pcrcp.llt of the invest.lllent. portfolio of t,hl~ 

t.t'(>.1"Url'r of 5t,lU~ or ,1n, ot.hl'r st.ate agency stidll be in 

inve~;t;Tl~nt.:i (l.uI,horizf!'d b'l t.his paragraph and that at the t.lne 

of pllfchl\'JP. no mOI'e than fivp. p,~rc.~nt of the inve!';tmerll 

pvtt,fOli(l sh~ll be invested in the secllciti~s of a single 

1 !;:Hlp.r . 

d. C()m,rH·rc:',ll paper or .::.lth>?c short-term corporate debt 

t.hat maturps within two hundred l;.pventy day!) and that is rat.ed 

within thp t .... o hiqhe5t. claRsifications. as est3bli&hpd by at 

le,l:;t one of t.hp. standard rat ing cervi.ces ,appro ..... ed by thp. 

sup~rint(!rHlpnt of banki.ng by rule adopt.ed pursuant to chaptpr 

17A, pr0 .... id-.'d th.1t at the time of purchase no more than five 

percent oC all amollnt.s invesll~d III cotnJ1lcrcial pap~r clnd othp.r 

~;hort-terrtl corporate d(~t.t shall b(~ invested in paper and debt 

rated in thc :.p.conJ highest cla: .. sification. and provided 

further that. at t.he time of purchasp no ~oce th~n thirty 

percent. of th'~ irW-"5t:n(!nt pOl·tfolio of t.he t.1·eaSlJcer of sl.ate 

01 ,lny othp.r st.ate agency shall be in inveF.~menta a\lthoriz(',j 

by this P,H<II}C.lph ,lnd thi.lt at the ti:ne f)f putchd.::;e no more 

t~d~ fi .... e pecc~nt of t.hc inve~tmpnt portfolio shall be 

Invested in th~ securities of a sinqlp issll~r. 

.~. R~p\ll'(:h,l::;e ,lqre(';TIents who:;(~ lIndedying collat'~I';d 

con~>ist$ of the inve:;tlTlPnts set out HI paraqraphs "a" t hrollgh 

"d" If t.he trcaSltr~r of ~tat.~ or Rtate agency td~es deliv~ry 

of th~ colldteral eit~er directly or t.hrollqh an authociz~d 

cll~todidn. Rpplicchasp ."lgrC:t.'ments do not. include re-V(!rse­

rcV.:rchas(! agl·cl'lt.('nt.s. 

• • 
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f. lnvestnf':n~s iluthorlz0d tor the low", p',lbl.c e(npl(;V,~e 

rptirem-.'nt !;y:;.tem in section 97H.'), 13l1b:>ecl.ion 2, r,Haqr,lph 

"b". l~XC.~pt that inve-slm€nt in COlTUtlo/\ stocks i~ not. ~ermlt.t-,·d. 

q. An open-end man.1g(!:TI~~nt inv.~f,t.l'lent cornp"ny orc.pnized in 

t.rust form registered with th~ f~d~ral secl\cities and exchan~e 

cQIf'Jnission ltnd"r t.he federal Inveatment C0rnpc\ny Act: of 1<J40. 

15 U.S.C. S SOP). and operclted in accol'dd/\,;e with 17 C.r.R. S 

270.'2a-7. 
FlIt.ures and options contracts are not perml!;sih1e 

i n ..... e~~tment t;. 
5. political subdiviDions of this state. including 

ent i ties organ i zed pursuant to chapter 28~ .... hose pr ilMr;' 

f,\nction is other th,ln to jointly invest public funds, Dh;\ll 

purcha!;e and invest. only in t.he following: 

,1. Obligations of thc United State!; qoverncnpnt. It.a 

agencies and instrurnentalit.ies. 

b. Certificat.e:> of deposit and other evidencps of d-,'p,)slt: 

at feoJerally insured depository inst i.tut iona appcoved p1l1'SUClnt 

to chapt.>?r 453. 

c. Primp ban~er5' accept.ance!) t.hat mature within t.vo 

IHlOdred sev(~nti' ddy~ anJ t.hat ,1(P' eli9i.ble for PUCChd!W by a 

feder.1l r('serve b,)nk, provill~d thoit at the tiCf.e of purchase no 

more than t.en percent at the invest.lttcnt. port.folio ::.h,ll1 be in 

lnv~.strt'ent5 aut.ilorizl~d hy this p,)raqr.lp~ and that ,H the time 

ot PlJrch<.l~e no CllOI'e than five percent. of th<.- investmellt 

port.folio sh~ll be inves~cd in the sCCl1ritie~ of a S in9 lc 

issu0r. 

.1. Co~m~rcial paper or ')t~er short.-term corporat~ debt 

that. matures wit.hin t.1.;o hundrf'd sevl?nty d.1YS ')no that 1S (",t.ed 

within t.ht' t· ... () hiqhest cla:isi,(ic,lt.ions. aa pstabllshed by elt 

l(>a~·.t. one of the stano,ud I'at ill9 servi.ces appcoved t!y the 

suppr int-.~;')d.~nt {)f' ballking by rule- at1opt.(·d pur::-.lJant t ... -, chapter 

171\. provided th<lt at t.he time of pUI'chas~ nQ :noce th,\11 fi'/e 

p,:rccnt of ,lll a:nounts illvf';:·~t~d in cLlI1·.rnercial p"'p~r d:'ld ()t~,>, 

shert.-t.een c()rporatp. debt sb,,1\1 b~ :'~I'Je!;tL"d in p .• pt~r an'; dpbt. 

CJ) ..., 
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r~tpd i~ ~~e secelnd ~righe!;t (:1~ssificalI0n, ~nri pre,vided 

flHthcr t.!l'lt dt the tirn(' of pUI"C:hasc.- nc 1I\0n~ thdn tpn percen~ 

of tln· i:w~st.r;pnt port.folio :;hall bt> in inv.~strl~IH.S authorized 

by t!lis p<lI"d'1raph and that at thl~ tim~ of purch<l!.e no rr'He 

ti1~n ~IV~ p~rc'~rH of th~ inv~str.0nt portfolio shall hI!' 

invc5t~J In the ~;~curit.le-!; of a singl!? issll~r. 

I~. R~purchas~ aqrl!',.,rre-nls ·.,ho:;,! undcrlying colLlteral 

con:;ists of the inv~3lments set out in paraqraph "a" if the 

p,)l.ticol subdivi~;ion I.c"lkes tlelivel·y o( th,! colLlteral eithe-r 

directly or through an illlthorized cu~t:odidn. RepllrchzH,e 

~qrep~c~t9 tlo not incl\l~e rl!'verse r~p\lrcha~e aqreements. 

f. An cpl!'n-~nJ maOctqement !nVestmf~nt company re-gistered 

with t.hp feder,\} securit.ips clnd ~xchanqe commiSSion llnde-r the 

federal InvP5lmpnt Co~pany Act of 1940, lS U.S.C. § 80(a), and 

opprat(-d in iH,:cot"dance with 17 C.P.R. § 270.2a-7. 

g. A joint invesl~f!'nt trust orqanized pursuant to chapt"r 

281-: prior to and existinq in good st.anding on th(J effpcti. ... e 

date of this Act. or a joint investrr.cnt trust organized 

pursuant to chapter 28t; aftpr Lhe eUC'ct. iVl" dat.e- of this Act, 

provided that the joint investment trust shall pither be rated 

within t.h~ two highest classifications by at least one of the 

st.clrldcHd rating services approved by the superintendt.'nt of 

bao\ing b t rulp <ldopterJ pursuant. to chapt.er 17A and operated 

in ~ccordanc~ with lJ C.F.R. S 210.2a-7, elr bl" registercd with 

t.he h-der.:.} securities .:.r)(3 exchange corr.rnission under the 

federal Investment Comp~ny Act of 1940, 15 U.S.C. S aOla), and 

opl~r<1t.ed in ,1ccordance wit.h 17 C.f.R. S 270.2it-7. 1'he nanaC}(.'r 

or investment advisor of the joint investment trust shall be 
t"eqistel"f~tI ·.,it.h the federal securities and eXC!lan~e commIssion 

undpr the Invest.ment: Advisor Act of 1940, 15 U.S.C. S 80(h). 

FIII.\U(!S and op~lons contract.s are not permiSSible 

investment.s. 

6. The follo .... i.nq investmt."nt.s are not sllbje-ct to this 

:.;ec:t ion: 
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a. lnve~tne~t.s by the public s~fety pcace (lfficers' 

ret.irerncnt syst.pm gove-cned by C!l.1ptpr 97A. 

b. Investments by the lewel public employet'::" ret. i t"f!'lUent 

syst.ern govpr ne-d by chaptpr 9"JlL 

c. lnvp~tments by t.h~ Iowa finance dut.hcrity governt.'d by 

ch,lpt:er 22{). 

d. Investruents by the ~tate board of rCgents. !iO· ... I·~vl~r. 

lnvest.mcnts by the state board of r~go?/lts or lnstit.uti;)ns 

go ... ern~d by ~.he st.ate ~oard of reqents are limitt.'d t.o ~h~ 

followlnq: 

(1) Thoue lnvestments set out In !;ection 4S2.10, 

subsect ion 4. 

(2) The com;non fund for nonprofit organi2<lrtions. 

C 3) COlMlon!> t ()(."k s. 

(4) for investrrents of short-term op~rdtin9 funds. the 

funds shall not be invest~d in invl"stm~nts having mdturit.ies 

exceeding sixty-three- rnonths. 

e. Invest.ments by the state ... ·id~ fire- .and policp retir~ment 

system go ... ernl"d by chapter 411. 

f. Investnl!nts by the judicial retirencnt sy!>t.ern g0v~l·ned 

by chapter 602, article 9. 

Sec. n. ~~~. St:CTIO.~. 452.l0A POHLIC [NVI::STMENT M:)TURIT'f 

AND PROCEDURAl. LIM ITA1' IONS. 

1. The investnent of public funds which are op~rat.inq 

(und!) by a political subdivision shall bp ~l.Ibje-ct to t.hp 

following: 

a. As uspd in this section, "operut.in9 fllnd~" rnedn:.;. thos~ 

funds · ... hich ace rI~asonelbly e)(pl~ct.ed t.o be expl~nded dllrin(j J. 

cu!rent. budgct year or within fift.een month~ of receipt 

b. Opel·,lting funds rnust bl;! idl~ntified dnd dis.tinguished 

from all othet fund5 availabll;! for investnent. 

c. Operating funds may only tot." invE'sted in inve:Hmt~nt.:i 

~hich ~aturp within three hundrcd ninet.y-sev~n days oc less 

and which dre authot"izt."d by law lor the- investinq public 

entity. 



~ 

S(~ndtP filt~ 20)(;, p. 17 

1. ,\li In ... (>:;t"'l~1l1.3 ,)E W:hlir: fur.d!> ill' p:lliti('al 

slJbdi'/lsi()lI~ :.ihall b" !).ubje<.:t t.o tr.~ folll)wing: 

d. r.ach i n'J"'~',If(~nt muSt. b~ ,\ul hor i ;u,.d by ,lppl icabl ___ 11l:..J 

;tn,t th.! .... rit.t,en inv~s',lI\ent poii('y ot t.he political 

~:.ubdivi$ion. 

b. EclCh politiC';"!} $ubdivl!'loion ... ·ho!>e inv('!)t,rrent5 involve 

thp U~E! of a p'lhllc funds CU3tcrliil1 aqr~em~nt. dS defined In 

!)ectLon '~2.1(IC. ~hall conply with rilles adopted pur~uant t() 

5~ctlon 4S2.10C [~latinry to those invcslm.ents. All contrdct~ 

pro')idiTl9 for UU.' inv(.'f,tr.~nt of pul)\ic (und:. 5hall bf!' in 

writing and ~hall contAin a pr()vision requiring that. all 

)nv~st~cnl.~ shall be made in dcrordancc with the laws of this 

!>t. ,1 t-.' . 

c. A contract (',)r the inv(·!lt.mcnt or ,Seposit of public 

fund~ Sh'lll not provide for cO::'lpensat ion of an agent, or 

{iduci.\ry bdsed upon invest.ment pp.riorr.'lancp. 

). A treasurer of a political ~llbdiv~si()n ~ay invpst fund!l 

()( the political suhdivision or ag~ncy that arp not operating 

funr!s in invest.ments h"vinq Mcl.tllcitiE!s lOi\CJpc than UHPe 

hllndrp.d clnd ninetY-Sloven days. 

4. As uspd in this section. "p~blic fund~" means all funds 

that are public funds within thp meaning of ~ection 4~3.l. 

s\Jb!;l~ction 2, par<lgr3ph "b", excl~pt statl~ fund!> invester! by 

th~ trea!;urer of stat,p. 
S. Thi!l sP(:ti,)n shall not be <,,)nstruf'd to ~lIper$edl~ any 

provision of this chapt~r or of chapter 4Sl. 

6. rhp f(,llowing entit.i~D ace not sub)ect to this section: 

a. The publi~ safet.y pe~c~ officprs' r'!tire~ent ~yst~m 

qovt~rnl~d hy ch",ptt~I' 97A. 

b. 1'hf! IO .... ,l ~ubl ic- ~mplo.,.ec~' ret i ~I:me"t. syst:p;n governed 

by c:hdptPr 97!L 
c. The lewa fin.Hice illithoc.ty gov(>l'n-.·rj by chapter 22{1. 

d. The statE! bo.\rd of :loqe:'lt:;. H!": .... t~~'er. illvP5tmC:1t~> by 

the st;;,tf.· h:).<Ic(\ of rp.gt~r:t'!> oJl in!it ; t·.J':.lor,f, (Jo"',~rned by thf' 

stdt P ~Odr~ ~1 r~g~nl3 arc lImited to t~e f~llowing: 

• • 
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(1) Those iovl~5tments !let Ollt in :H~<.:ti()n 457..10, 

subsection 4. 
(2. The common fund for nonprofit organi:l .. t,ions. 

(3) Common stocks. 
(4) For invest,~ents of shr)rt-tern operatinq funds. the 

funds shall nol be invpst.,.d in ir ..... e9tmellt.!> h,winq o',lturiti(!:; 

I~xceeding r.ixt'y-t.hrpe nlont,hs. 

P. Thp ~tdtewide fire and polic~ reticement sy~tpm 

governed by ch.lptec 411. 

f. rhe judicial cet~c~men' ~y!;te~ governed by chapt,pc 6n2. 

art.icle 9. 

7. A joint investl1l€.'nt. trusl. orqanized pucsuant. t,) r.h'lpt~C 

l8E: .... hose primary funct Ion i!> to invl~st plibl ic funds Sh311 

r('port t;) th~ glonerdl asso.nbly not l,lt,~c than JanuoHy 1 of 

each year t.he amount of any t.cust coyalty, ces~dual p,lyrr,ent, 

administrative or sec vice f~e. oc othpc tee paid by the trust, 

the SPCVlces Ferformed tor t~e fee. and thp persoll recpivinq 

the fee. 

Sec. 18. ~~~.";CT.I.Q!L 4 5 2 • 1 0 B 'I"IR nn:N I NV~STME:NT 

POLfCIE:S. 

1. Politic31 subdivisions ~11,lll al)proyc .... ritt(·n inye~;t.m('nt 

policies which incorporclito?! the guidelines !)p~cir:ipo1 in sl:(;t:ion 

452.10, sect.ions 4S2.l0A through 452.10(, anJ any othpc 

proviDions deem~d necf!ssary to adequately safp1uard inv~~t.cJ 

plJbl ic hH',ds. 

1. The written invesUn-.·nt policy required by :H!ction 

4S2.10 shall be deliverpd to all of the following: 

a. Tn. govprninq body or officer of the public pntity to 

... 'hich t.he pol icy ilppl ies. 

h. AI) dpposltr,ry institutions oc fiduciaries for pUbliC 

funds of th~ ~Iblic entity. 

c. The auditor of the publi(: erltlty. 

3. Th~ follu .. nnq 1.>llti,ties dr~ not f,lIbject to t.his sect.i()n: 

<1. Tho. public scl.fe~,y pt~,lC,~ r;(ficer:;' retic(>:Tl~Il: D)'SU,IT" 

q(w(>rn~d by c;hdpt,er 97;\. (f) 
." 
hl 
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b. The II) .... .=. pl:bl k .~:nploye,~s' r~t:'rem,-,nt. !'ty!ltern gO':PI'nf!d 

by ch<'lpter 97B. 

c. 'l'ht.' low,\ finance ,~uthority gOller:"o('d by r::hapto'!!" no. 
d. The st,,'lI,p {h),led of regents qoverned by r:hapt.p( 162. 
, . Th!! ~;t.,lt.f!· ... ide fire and police u'!t i rt'rn(~nt ~ystem 

qov~rne,j hy ch~pter 411. 

t. rhl'! j'Jdici.ll r~tlrL~rnt~nt !>y:itl'!m <Jove-cned by ChdPt.(~r 602, 

articlt! 9. 

S('<.:. 19. t:i:1-0. ~_C'fI ON. 4')2. !OC RLGI1I.A'fION m- PtJDLlC flJN:>S 

CUSTODIAL ,\('REf:P1ENTS. 

Th~ tr~a!>urer of ~tale, in consultation with the attorney 

qeneral, shall d,JOpt !Illes under L~hctpt:er lOlA re-quiring the 

inclu~i()n in public funds cust.odial <lqreentents of .lny 

pt'()vi~'H()ns fH'!ces:;.uy to prevt.'nt, les:. of public funds. 

A~ .. used in thi!> sect. ion, "public funds cu~t.orlial clIgr~emf'nt" 

means any contract.u.al a(ranq~ment pU(SUdnt. to which one or 

morl'! person~, including but not limited to, invest.ment 

advisor!>, inv(~!;t,ment companies, trust.ee!), agents and 

clJ~;t'odians, afP <luth()rized to .let. as a custodian of Of to 

de:> iqn'll~ tlI'ottl(~r person t.o a(;t as a custodian of publ ic funda. 

or any ~ccurity or dOCum~nt of ownership or title evidencinq 

publiC funds invest.ments oth~r than custodial aqr!!ements 

betw"en an open-end manaqemt'!nt investment co:npany reqisterpd 

with th~ f('dt!ral :H"(:urit:ic:> and exchange commission under th~ 

federdl Invt~'>t.mpnt C:lmpany Act of 1940, lS U.S.C. S SOfa) and 

a custodian hank. 

As u!)~d in this !>ectinn "public funds" l1I&ans plltllic funds 

cl~ c1e-tin~d In sect.ion 4SJ.l. Uowl'!ver, this scction does not 

apply t(l public funds thclt arc inve~t~d under th~ pcovisi(lnS 

of a re:i.olution 01 indL~nturl" for the issuance of bond!>, notes, 

c~rtl(icdl~S. warrants. or othl"C evidences of indebt.edn~ss. 

T" trw e:l{tent t.hat i.l provision of this scction cor.fl iets with 

fed~rJl !cl~. it shall be construed to avoid the conflict. 

Th~ followlnq entities are not subject to this ~ection: 
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1. The poublic: !;<l(cty pe,lee officers' relicencnt :'y!;t",ri 

90vernpd by chapter 97A. 

2. 'The Iowa public empl(;ypes' retirement: s),st(':TI ql.werneJ 

by chapt.er 9'lR. 

J. IrWCslrr.cnl.s by the (OW.1 finan":l~ dut.hority 90 .... ernp(j toy 

chapter 220. 

4. The statpwidp fice and police retirement system 

governed by chapter 411. 

S. The judicial r~tiremcnt systpm governed hy char,lpr 602, 

,ulie}c 9. 

Sec. 20. Section -153.1, suhs('ction 2. p.1C<1g!dph ct. Ccde 

1991. is dm('nded to ro?atl as {0110· ... s: 

a. "Depository" mean::> a bank or-any-offie~··of-e:-btl:"It.""'ho,e 

e:eeOtlIH:s 'are - t nsared - by- the- f~d~re i - d~post t-- tn!!!" r.!!lne~ 

eotpora~t~nT-~rL a savings and loan a~soe+et-io,,-or-a-se:v+n~' 

ban~-or-e:"y-bre"eh-of-a-savi"qs-e"d-~oan-as~oe+ftt+~"_O t 

Sft":t"~!!:-btll"k-"ho~e-aeeoa"t:s-al'e-t"stlred-br-tne-federal"~a'l+nqs 

and-iotlln--*n~at'a"ee-eorp~t'at-ton, or a cre-dit union +"!!!~red-b,. 

~he-"et:tonei-eredtt-tl"ton-ad:"lt"ht:rtllt:i-on in whi~h publ i~ fu.~~ 

~ ~e.eosi~ed un~~~ ~his c!!~p'.~~. 

Sec. 21. Section 453.1, suba.ectlon 2. Code 1991, is 

amt::nded by clo1din9 t:he follo .... ing nC'w paraqraphs: 

NE'N ~AltAG~~~!!. e, "Bank" mCdns a corpOration efH}<lqed in 

the busine-s: .. of banking authori1.L·d hy law t.o rec('iv(! depoaits 

and whose dppnsits ar~ inSur~d by the bdn~ in~urdnC(! fund of 

the federal dl"p::>sit insurance- corpocdtion and include: •• lny 

office of .a b~nk. 

~r.w PAR!\GRAPI!. d. "S.1Vinqs clnd loan" IT.eans .1 corporation 

aut:hor.ized to operate under ,;hapt,er SJ4 o( th~ f~der<ll lIome 

Ownp.r·s LOan Act of 1933, 12 U.S.C. S 1461, et seq., dr.d 

include~~ a s,lvings and loan <lssociation, a !)avinqs b,\nk, ..)r 

any branch of a savings and loan cls$~ciatio" cr s.3v~nqs Lan".. 

ll[~. ~ARA~RA_~..!!. e. "Credit union" means a c(;Op~rat.ive. 

nonprofit aSRociation incorporate-d under chclpter S)3 ()r the 

f~d~ral Crp.dit Union Act, 12 U.S.C. S 1751, et s~q., and that 

• 
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1~ i!l~l\red hy the- n'1tion.d crE!dit UOLon adrr.inistcat,iol) and 

incl\ld(~5 .111 offiCt~ of <l c!"e,jit llrlion. 

NEI~ PARAGRAPH. f. "Financial institution" m~J.n,. • .J. b,lnk, --- . __ . .-
savingu ~nd loan, or a cfPdit union. 

$(:1';'. 22. 5er.t.ion ~S3.1, 3uh!>pc:tion 1, Code 1991. i:i 

amended t,o ce,vi d!l follc:; .... ::o: 

3 ..... dC'l)()sit of p\lLlic fl.lnd:~ in cl depo'!lit,ory pU!a'J,lnt to 

thi!) chapt.er ~t\dll bl! !'>l'cured J.:3 foll,?ws: 

.l. If a dl'pository is a 5avirICJ.G and loan e~~oei.!'lt:i:~n.-a 

~~"t n.,~-henk 1 - or ··en - of tiel!' ··of -!l-~a 'fi: nq!'l-end - l~lIn-a~~neiel:i(")n 

~r-~tI"tnq,-.bat'lk 2r ._~l..irE";~~_.un~£.~, t.hen t:t\e public deposits in 

t:ho!'l~-dl'!p05i t:ertf'!!'! .t~~::>:av~~.~ ~~ .. lo,!.!!....~!:_£redi..!...... u.ni.~~ ShOll I 

b~ o~curcd pursuant to ~pctions 4Sl_16 throuqh 45].19 dnd 

!l~ctions 451.2] ,lnd -1:;].24. 

b, If a do:-pository is a b,lnk. eredH·-unionT-or-nn-offiee 

()r-a-benlo:-ot'-eredit:-aniot'lT Ul(>n the public deposits in t:hn!e 

depo!ltt:ot'tes t.h~......!?~!"l.~ anall be secured pursuant to sections 

"Shi!~-.t:hrocqh ~5J=.l..!.~_~}~~_anc! .. 53.24. 
Sec. 23. SecLion ~1)3.9. Code Suppl~n(>nt 1991, is a;"n(>llded 

by striking th~ sl~ct.ioll and in5t~rting in lieu thel·eof th~ 

following: 
4S3.9 IUV}-;STMfo;NT 01-' SINKU1G rUNDS -- BmW PROCE:EDS. 

The tr~dsurer of state and all ot.her state agenCleS 

authorizerl t(l inv~st funds and the trea~urer or oth~r 

dC::>lq"<\teoi financial officer of ~ach polit.ical s\lbdivisiQn may 

inv(.'st. th(, proc~f~ds of publi.c bond!; or nbligations and fund& 

h~inq accul'0I1ated f.:.r t.h£' paym£'nt of princip,11 and int.rr(>$t. or 

res~rves in lnVe!;t~~nts Get o~t in ~ection 4S2.10. sub6ect.ion 

4. Pdraqraph~ ""," thr .. ;H ... qtl .'f}". s~ction 4S2.10, subsection 5, 

pari.tgr,lphs .'0." ttll"O\)(lh "q", an In·Jcst.rncnt. contrJ.ct. or t.\x·· 

exe:npt. bvnds. 7tH' irwest(:,('111 shdll b(' ,1!1. oefi.neoi J.nd 

pprmitted by s~ction 148 of tiH~ IIlI.(>(n<l~ Re\'t:'!nll~ Code and 

applic.!lble r~gulat~')I1~ ulldt~r ~.h<1t. sp.-ct.ion. An invesT::n(>nl 

COr.t!<lC'; 01 tax exempt b()nds sflall b~ rated -.dthi:"l the t.wo 

h~ql1t~~.t. cid$~~:.(icatl,ms del ~~tdbll~h(~d by <It lea~t one of the 

• 
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~t,lndard fclt.inq !'>~.'t'vices ;tpproved by t.h~· ~up\:rintendl'nt of 

bdnkuI9 by rule adopted plHslIant. t.:) Ch;lPt.PC l'J/!.. 

Sec. 24. Secti()11 4S:l.1S. Code 1991, is ampudcd to r~Jd aG 

('ollows: 

4'>1.1S Rf;STRICTlON ON REQUIRING COLl,ArERAI" 

A local government shall not requirp a pledql' of col1ater<1.1 

for that p()rtion of the local qoverllJTlPnt '!j depo!;its 1n <1 

d~p~~it:or"-iMt:i:t:,,t:ion :,;av!~g'1_ dn? .loaf! <?!........~re~J..~ uni.~~ that 

is covered by insurance of a federal agency or inst.rument~lity 

tneicdtn1-t:~e-fedl!'rfti-d~p~~i:I:-i"~at'a"ee-cnrpor4tionT-t:~e 

federft i -~eyi "9' -end- t ..,en- i n~lJt'anee-eorporat:+o" .. -oro. tt\e 

nat:iona}·et'edi:t-cninn-ed~i:"t5t:rftt:i:on. 

Sec. 25. Section 45J.16. subGection 1. unnumbered 

paragraph 1. Code 1991, is amended to r~ad a~ followo: 

Bcfore a deposit of public funds is made by a public 

officer with a deposH·or,,-inst:tt:t1t:ion sa'yin~a~d loan ~ 

c;:.redi~ Uni~!l in cxcess of the amount f.£.ge~.!~_!}y insured by 

federei-depn~i:t-rn~ara"ee-or-~e~~rfti-savi~9~ ·~~d-~¢~n 

ins~re~ee~ .. e"d-b~fo~e-th~· it'l"~~t~~n~-~f-pubiie-f~"d~-.n 

t t'I"e!Stl'l'lent:!S -a~t:tlot' i Eed - t n - seet ton -"5 ih i 8·· wi'! i en ei: ther -~r'e - t'Iot: 

nbi i-qet: ton~ ·of -or - 9tU'llt'II~~eed- by - ~n~ -tfn t t"ed - St~t:e!S ··9~"e~ntl'l~~t 

or ·II",,-of·· i t: ~ -~qene tes 7 -n re - i; n - ~xe~,~ ·of - ~he-al'l!~)I'nt: - ;n~t1t'et!. -by 

fed.eral - oepo!,. t - t n~l;1r'ftt'le~ ··ot' - f ~de t'e 1· !'Ja" i n.,~-~nd.- le~n 

~nsarft~ee,-nr-tlt'e-i;nv~~t:Ment~-b1-·t:t\e-t:tee~aret'-of·~tate 

spl!'ei fi e~ i i.,. -a'lt: t\or i Eed - hy . !eett(!ln - 4S jl d·e -~o- be ·"'ade-el't 

addit:i~nbi-inv~~t:~e"t:~-~nder· ~eet:ion-91a.1,-"~bl'teet:tft"-27 

pat'e:qreph-"b". th~ public offict~r shall obtain 5ccurity for 

the dt'posit. ot·-i""'~~~tI'Ient: by O/l~ 'H nore ot the fol1owin<1: 

SN.-_ l6. Section 45J.16, subsect.ion 1. p<Hagr.lph a, Co1e 

1991, is <lm(!nd(~d to read as follows: 

a_ Tlle depo"it~r"-;t'I!Sttt~tbn" :;,p.::.i:'l9..:.; _<!~~ _'=.2~.I}_c.::~_~r'!~.!_t 

~_1l1~!! ma, givr.- t.o the puhlic oft icc! a c01·por<l~(> !HUl'ty bond 

of i1 suret;· cnrpordtioll appro·J(.'d by the tr(><lsury ri(~pJ.rtfTIl"n~. (,f 

t.he IJnl':.ed Statl.'5 .Hld duthor ~'l.~:1 1.0 d\) b\J!",:IH~sr. in L'~!> $tijt:~, 

... ·hic!l t):)nd Shdll be in ;tn amO\,IlI equ.ll. to ~1It.· publ_c fUllds on 

(/) .., 
,." 
o 
w 
a> 



S~natp File 21136, p. 23 

dC'pe':j11. at <H~y t.lrr_.~. Thp bend ~~h,\11 bl~ ccndltioned Utat t:'l~ 

depof.it. t.h,lll b~ paid pr0mptly on thl" ord"j· cf thp public 

otfict~r making t.he dl!p<)sit and shall bp approved by I.he 

otficC'r making thp deposit. 

S~C. ;0. S.~ctlon 4S).1f1, oubsecl:ion 1. paragraph b. 

unnumbl~r~d paraqr,1ph 1, Code ::991. is ,\It'~nd~d t.~ read ae; 

fr)llo· ... :;: 

Tb~ d~r~sHo ry - i: n!'ttt ~tlht)" ~,l\' i !'!'3.!_!~.~d_.1..~~~~ .?~ c c e~.i t_ ':In i I~!, 
rdy ci~p,.)sil. maintain, pledgp <lnd dlsaiq~ for t.h~ benefit of 

the public ()ftk~r in the mdnnel" providl"d in t.his ch,lpter. 

Ot'CUrll.les dpproved hy the public officE.'r. the It'arket value of 

· .... hich is not le:~!O th,)n one hundred t.en p.~rcent of t.he total 

depo!>it5 <'f puhllc funds 1l1act!d by thdt public officer in thp 

d~p""Hol.",.-i:"!'tt;'ttlho" .oavings and l~.an or .. c:!.edit \l.~.ioq. The 

s~cllritles Shilll consist of any of the follo, • .;ing: 

Sec. 28. S~rti,)n 453.16. subspction 1, paraqraph b. 

suhparagr,]ph (4). Code 1991. is amended to read as follo .... s: 

(4) To the e;(tl~nt. of the 91liu.ant~e-, loans. obligations, or 

nontrJln.ofec,\hle lettl!r!; ot credit upon which the payment of 

principal and Interc!>t is fully sccur~d or quaranteed by the 

United Stat~s of Ameri(;d or dn agency or instrumentality of 

t.he- United Stdtes of AANic<.1 £!......!.~e l!.S. ~~!~.~cal cl·~~it un.i.2!!"'!" 

and .. ~he r,lting g!~~ U.S. ~,?ntr.al .. £~~.d.it un~_on rem~..!.~,! .... ith!!! 

~.l!t! t .... o _hlghe!'; t c.~~ss i f i<:·!~t iOD!!....£f....Er im~_.!s~ab 1 i ~~ .. ~.~. 

le.aa.~ onf': .. (!( the 5tal?~drd_ ~~t.~r'!.g. servico?s .~ppro,:,e9 __ ~ 

~~Iper i nt~ndt.'nt . ...2.~ t?anld!:!~ rule .p~I£~~ant to .£!:?dP~e:~_11A. 

I~~ lredsure!........£L.~!·<~t.e ~hdll .... \(k,pt ~~_~~ pucsua.!:!.~. t9 ~!\~.!..£.£ 

!..?!:....!.£ .. i. ~p..1. ernen t .. ~ t:!.i ~ !';~ct_ ion:. 

5t!c. 29. ~ecti()n 4~d.16, subsect.ion 1, paraqr.1ph b. Code 

1991, is dFlended by adding ttl" fol10'..linq new sUbp.Hagl·aph: 

NE·'~_~l}PARAf~J.t~~~. C6) In ... e:.trp ..... t.f. in an open-end 

IMnag~mC'nt in ... ~st;nent co:nPdny ((~9ist.er"d ,.,it.h the CeJt~r.J.l 

aecuritil"s ,1nd exchangp comnission under t.he f~derdl 

Inv~stment CO~Pdny Act of 1940. IS II.S.C. S 80(a). which i~; 

operatC'd in accordance with 17 C.r.R. S 110.2.-1. 
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Sec. In. S~ct.i\)n .. ':'3.16, aubst.'l.:tion 2, Code 1'J91, ia 

al':'li!nded to rpad as f·ollo ... s: 

2. IC publ ic t·lI!'lds dlrl" ::;C'cua~d by both the ,1s::;et::; of <1 

depo~;'t'o!'Y-;'"!lt:i:t'tlhen ~~~i.n9s _,~nd lc.:In or crl"<!~t ~nion ,1nd .'J 

bond of .a !wret.y ccmpany, the a~scts and bond shall l:I~ held as 

securit.y for d rat(.'able proportion of t.he dep::.sit on th~ baS1S 

of the mdrket value of thE.' <lSs~ts ilnd of the tOL:.l ,unount of 

the surpty b~nd5. 

Sec. 11. Section 453.17, sllbsection 1, unnumber~d 

paragraph 1, Code 1991. ~s dmended 1.0 rea,j dS follow::;: 

A depo~:it'o!'y-i"'t'i:t'tlt'rn" ;'.~l'~'~ng~ ~nd lo~n .. ~L_c:_r~dit IInl?!! 

whiCh receives public funds shall pledqe s~curities o .... ned by 

it as required by t.his chaptL~r ill on~ of t.he follo .... ing 

methcds: 

Sec. 37. Se-ction 453.1·" subse(.·tion 1, par.lqr,lph c, Code 

1991, is amendpd to read as follows: 

c. Tht.' securities shdll1 be dcpo:.ited with thCO' federdl 

reserve baak of Chicaqo. 111 iooi5.! or the fedel·al nome 10,1n 

bank of De!'; .~oi.nes, lowaL.~)J the U.S. c~!'!tcal cr~d!t_uf\ion 

pursuant to a bailment a9reem~l\t or a pledgL~ cust.ody 

agrecml"nt. 

Sec. 33. Section 4S).17. subsl"ctions ) and 4. Cod~ 1991. 

are amended to read as follows: 

J. All deposita of securlti~s. other than deposits of 

securities ,.,ith the appropriate public oftlc~r, !';hall have a 

joint custody receipt. t..Jk~n for t.he securitie:. ,.,i.t.h one cOP'l 

del iVCct~d to the publ i<.' of f icer dnd one copy delivered Lo t.he 

deposHo!''Y-1:ru'h~t!bo" savinq~_~~!:lE..}~<l~ or credit union. A 

depo!!:Hory-1:n!'ttttl2~IO" ~~_~n9.s ...:~.0.._.!:..9.~!1. Of c.~.£..dJ..~ion 

pl~dqinq sL~curities with a public ot"fict~l" may cause the 

securltles to be C'xamin~d in tht! officer's office to oho .... the 

sCO'curlt.le-s <\ce plact!d with the oflicer as. coll.1t~ral seC"urlt.y 

and ar~ 1l0t. tranS(l"cabl~ e)(cep~ upon the condIT.lon!,; pl"ovio:!erJ. 

in this chapter. 
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4. Uf.0" wr~tu!n !t~qll('!'t (rop the <lppr')pridt.e public 

nUice! but not 1(·5.~ th,'tn qUflrtP.rly, a de-p.tI"i~oI"1-iI'l1h:I:!:1~t:Ot'l 

!!...av~.EI9!" '~'".Id_~o~~n_o~c:~~ .. J.!....t ~n~t?n shall ceport the par value 
and ttle rn",rkf>t value of any plp.dg~d coIl,He-ral ~I\d thl" total 

cll!I;Osi',s o( public funds of that office! in the d~,,~~itot'.,. 

;.,,~t:tt'3t ;'01\ ~a~f nJl!;.~n~_I.£!,n_C?~ _cC"~ i . .!.. t!£,~n. 
Sec. 14. $('ction 453.18. Code 1991, is amended to (cad as 

fo 110'''':';: 

4~iJ .18 CONDITION O~· Sf::CllRI'Y"{. 

The CQr,dition ot the SlHf!'ly bund or the deposit of 

!;,!cllritie:i. inst:rument.s. Qr .l jOillt t.~ustody rec€:ipt .. {llllSt be 

that thp f'je-!,:'I!lHM,.-tl\~t:i:tt.1t:io" ~avi."!!9s_and .~a_!l..._o.!. £!.e!!..!~ 

~~i~n " .. ill promptly p~y to the P.Hti.cs entitled public: funds, 

lncludinq any intf~regt on th~ fund:>.. in U.s cllst.ody upon 

la,,·fll}. (\eIMn.J and ..... hen required by l~l"", pay the funds to the 

pllblic o[ficf?( IoOllo'Mdde the deposit. 

Sec. lS. Section 4<)3.1.9. subsp.ction!> 3 and 4, Coue 1991. 

<lr~ artlcnded to read as follo'0I5: 

3. In th~ event of substitut.ion or e~chdnqe of securities. 

the holder or c\Jstodian of the sectlcitLes slldll. L'1l the same 

dd}·. f"no/<lTd by CPrtifieti mail, return receipt requested. to 

th(~ public officfH ,1nd the depo~it:~t"y-1:I\!9tH-t1t1:.,n :>.~!~9~.~~.d 

!..£a!l.~ £.~!!~i~_I.l.!!i0..!}' a receipt specifically describinq and 

ident ityinq both th(~ :iub:H itl.lted securitips and thofie (('leased 

anti rt'turrwJ to the d~po.~it:ory-i-n~bt-DHe-n ~a~in9E !..~r:l_l~n_<?~ 

t:~!:d_iLoJ!!i0~' 
4. The pub\1c olflcer ... ·hich d~po!loits public (\,In.}s .... ith a 

d~,¢!!:t ~or'f- t I\~t: ibid-on ~it.~~ ~.9s_an~ .. ~~'..l_.Q.~ ~.e~i t;_':l.~ . .i.o~ ~hall 

require. if the rn,:H:"ct ... al\)(~ of ttlp "e •. :(/rities dep~):.d.tf.'d Wltll 

or cor tht> belletit. of thp otfiC'pr falls below On(' hundrp.d ten 

perL'ern of the d(~1%)5it li,lbilit.y v.) th~ pllhlic officer, the­

deposit of additi:m"l sc('uritj' to lorint] the 'total markf.'t vallie 

of th~ ~~curity t(l one h'lodred t~n percent or the a~ount at 

public flJnd!> hlf!'ld by Ull~ d~p~:'Jit~"r ?'1.:::i.~~_.~ry.9 l:..c:.~~ !:,.r_.'7.1.:..~~.!_t. 

~H!} ~~~I! . 
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Sec. 36. ~:'~_S~.~.:~~Q~. 453.21 Pt:QUHU:O COLL!\Tf:RAL .. -

BANKS. 

1. A depo!:lit.ory t.ha' is a bank f.hall plcd7e the \·equirp.d 

collateral. f'l'curit:ies t.o the trt'!4SUter of statp. by depof.i.ting 

before JcJnlldry 31 of edc~l ye.)! the (,·ollatp.ral sp.curi.'.ies ill 

restricted accouot.s of the treasurer of statp., ir)cllldif\g but 

not limite1 to pl.p.dqc-custody accounts. at ~ federal re5erVp. 

bank, <1 trust, departmcnt at another coflllt'ercial balik, or ... ·i.th 

anothp.( fin<lnciaJ institution which ha~ heen deSi.gll~ted by the 

treasure-e- of state that is l'Iot owned or controlled directl.,. or 

indi.rrcUy by the same dep·osit.ory or holrHnq ccmp.1ny. The 

bank shall deliv~r to the treasurer of:: stat.e ,1 spcurity 

aqr~emcnt ~hich provides the tr~~surer o( stdte with d valid 

<lnd perfected security inte(p.::>t in U)e (equi(pd c(olldt"£;oral. 

The mArket value of the re-quil"(~d collateral Sh,lll b~ a~. led:.>t 

ten I)ercent of the averaqe a:-:'lount of the ~xcess of tot.al 

publl.c funds over tot"l f('derally i nsurp.d publ ic funda on 

deposi.t i.n the bank dut"lnq the precp.dinq ye,lr. Tile a"~e-.1ge 

aMount of tnp. exceS!3 sh~ll be dt.'tel"llIin('d by addil\9 thp. artlounts 

-;,f excess if any for all public funds dep"'-'H;'i.t account.s ao. th~y 

existed on th~ date in each calenddr quarter used 1n pre~rln9 

the report of condition clnd inccme for suh:"lission to the 

federal qovcrnment, adding the subtotdls loe- r.nc- four c.)lf!nd.)( 

quarters, dnd divid1ng ttMt tot.'~l by four. The calculation of 

the minimum rn"r~et. valu~ of required collateral shall be mad~ 

before January 31 o( each year. 

2. ~l'h~ trea:.urer of state o.h<111 adopt. the (ollowioq rul~'J 

p\,H5uant to chdpt.er J '/A: 

~, providing foc valuat.ian ()[ collat.e-tal it t~~ n~rkcl 

value of a f.ecurity is not (~adily detpr~indble, 

b. Establishinq repoctin') requirement.s. 

c, E5tablishinq procedur~~ for substituting di.ffee-cnt 

securities cons.istent Iodth subs(>ction ). 

d. Establishinq <ldrninjst.ratlve pr')Ced.Hl~s r,(~ce:::.s.,r'l to 

lmplement this chaptpr dod Oth~1 rule~ as m~y b~ neceGsary to 

M:c(,mpl1!lh th .. pl\rpo:>p:~ ot Utia c:h",p~.e-~. 

(J) 
"T1 
N 
o 
(..) 

'" 
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... l~~';I(r .. Hinq [irHr.(").!1 ln~;t!tutj,';.r .. '3 ~!i~iblc t.o h~ 

('ust:)di.l,n r.f pledq\~d collatl~r.ll. , . ~>:.t.ilhl~;;hinq ft'l! sl.·h~dul~~; to ("over ,;ost:i incurJ".~d for 

oppninq iwd .... losirlC} ilcc("'unts ar.d sub~ti~.lLti(";n ot coll,lt.cr'll. 

L Tnt' c;~cufitips u"cu to ~t~<:lIrC! public dE-posits st'LclJI be 

,1C(":,,"ptilC!~(' 1·0 HIP tr~a!>lIrCI ot st.H~! and ahall b>i! one Of ,,;r~ 
()f U\E' l(lt 10'-1 inq· 

a. Dic~<:t l')t"lligat~()J"\s oC Of obtiqahons thaI. ,Hl> in~Hlr~tl 

or flt1.ly qIJd!<ltlt.et'd ,,:. to ~'in'~ipal ,loci intcfe~t L'I. t.hc 

Unit~d Stat.es ot AJt.~ric., or .In aqency or i/l$trum~nt<llity of 

tht~ {Jllitl'd St,nes Llf Amerir-d. 

b. P'J1111c bonds or obliqdtLO/lS of tbis at.atP or a 

political slIbdivi!;ioll o[ t.his st.Jte. 

c. Public bonds ()f ()bliqatians at another state or ill 

prJlit.ic<,l subdivision of another stc1te whoze- bonds are rat.ed 

wlth~n [he two hi9~~st cl~saitications of prime as established 

by at lea:~t onc of the f~tand<Jrd rat.inC} services approve-d by 

t:h~ sl.l~H~·ri.nlcndent of bolnking pUI!)u.:snt tu c)"la.ptf!r 17A. 

d. 1'0 the ext~nt o( the ql.l<uantee, tOcl!\S., obligoltiOl)a, O( 

nont ra("tsf':lable lpltC!rs o{ crt"di t upon which the paymenl of 

print'ipal and inlcr~st is fully SI!cured or guaranteed by the 

Unit.ed States of Mf!rica or an .1g<,ncy or Instrumentality o( 

t.he United Statt"s of Am.erica. 

e. first: lien mort9aqes which ale valued according to 

pr,lcticcs accC!ptilble to t.he trE-aSOfP( ()f stat~. 

f. Corpor.3te bonds r,Hed '-lithin tho t. .... o hiqk'l(~st 

das~Lfica.ti()ns of prine as e:it.abli.shed by at least one of t)lP 

standard rOltin9 ser-J\CE'S "jJpro·"~tl t'l' t.t"il> c;upforintcndcnt of 

b<1/ll.;inq pUlsuant to Ch,lPt~t· 1·;.\. 

9. A bond of a 9Ilr~t.V ca~pany approved by t~e Unit~d 

Stc1t ... ~S tI"P,l!HHY depan.ml!nt. 

h. Investr'lents in <In opcrl-end ~anag~men~ inv~stment 

corr.pany reqist.e-rl"d · .... it.h the federal secllrit.Les and e;«ch,lnge 

c()rrunission under t.he tede(3l Investr..ent Corr.pdny Act of 1940. 

15 U.S.C. S 80(a), w~ich i9 oppr~ted in accordance with 17 

C.F.R. S 2JO.:a-7. 

StoII ,HI! Fil~ 201~i. ? lB 

Dif~ct nbli1ati~ns ott or obligatLons that are inslJred or 

f,dly gllar"t~t~ed d$ to i:.t~nclpal aod Lntl>re:~t by. the Oni.lcd 

StJltes o( AIt:~cic~. Wllich tn.;\y be u:-\.~d t~") s~cur(> iHlbli<.: (h~p,~:."t.'.i 

und~r paraqraph "d", Ln<.:ludp invCSlr.~cnts 11\ ,1n lnv·.!"tItH~nt 

company 01 in~estm~nt trust re9isterp,j und~r thp !~d~ral 

Invf?st:"l~llt C()JTlp,lny Act. of 1940. IS U.~,C. S 80(a). UH~ 

portfolio of which IS limited to the United States qov~rnmc~t 

obligdtions described in paragrdph "~", if the inv~stm~nt 

company or investment trust talo;;C!,~ delivery of ttle collateral 

either iJirectly or through .3n aut.horized c~lst.odi.\Il. 

.,. A banX may borro .... collatE-l·dl us£.'d {or a pled9~ d the 

collateral is fre. o( any liens. spcurity int~f~sts, cl~ims, 

or ~ncu("flbrances. 

Sec. 3"1. Section 4S"1.2), slJbsectiof\ 1. Cod.: t'}91, if> 

dmcnded by adding ttle follolo'inq ne· ... Iinnu:nb~r('d paragraph~ 

NE""~J.!~~:~_B.!:~fD P~.A~..!0':'!!. The .1C'cept.)nc~ at publ ic funds 

by a deposit.ocy pursuant to thiJ; chapt.~r con!;tilut~!; consent 

by th~ depos.itory to assessrn~nts by thp treasurer of st.ate in 

accordancp with this ctlapter. 

Sec. 38. Section -150).21, subse ... ~tion 2, Cod~ 1991, is 

ampnded to read liS follo .... s: 

2. The depo'~ito .. y and the sf!cllrity qi~ell for the public 

funds in Its t\a!\ds .He liable for pa'lmen' if the df:J>Vsilory 

fdils tv pay a ch~c:k, tiraft, OC 'olarratlt dta .... " b', the pnbtlc 

offlcer or to account for a check., dfc"lft. wandnt. order -:lC 

~erti(ic8tes of deposit. or any public funds ~ntrustpJ to it 

if 1n t.ilinq to pay ttle d~posit()ry acts contrafy to the t~rms 

of an a9reeCTIent between tlH! dt!po:;.itory ,lnd t.nt! public Dody 

treasurer £f!_ i~~.h£.... ~e£.os.!.~C:>.!l' .~-,~i.!.:c; .!.o £.'~'t~!"l dSP~:0.f!I.~.t: ,_t.'Y 

5.~~. t...!.~~II.~r._,?( ~ta.!..! ~~~!!.... <ll!£. 
Sec. 39. S€'ction 45].23, subsect.i.on .1, p.H.:lgraph J, 

s\lbparaqrapt"i l1.), CeJl' 19H, is a!flPlld~d to redd as follows: 

(1) If the 1.0::.!> ·.ilIS incuned i.n a '!:Jim);. then any (urUwr 

paY!llen~.~ to cover the loss ·oIil.1 <:Olt"~ ffon t.h~' stale sinkl1H} 

lund for public deposits ~n banks. If thf' h~d~-fl.~~ 1?!l-~~:""I0!. 
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~.!.!.._tn.,~t _".i_l_l~.~~s....(\I~~_is: inadequate to e..,v~t p;~y t.he pntlre 

I05!>. t.hen the tr"asucr.r shall ~It!.:e :2.!)ti~J.1l .!!l~ .. <~~~I . .!-_il')..!!..al. 

~m<)~.!..!:!_t_!lp.~~J~.:..d _l?i' __ ~a:~!_r\~ an i13~.~e5sr-:".nt .:J::Jd i nsl other biinlts "h~ 
h~tr!l ~t~~~~ publ ic funds d~£.(;5~;>. ~.!!.(;e!j. ~p~~.i.t .!ps:~ca~~, 
~()v.f!~ag~. ~h~ l~ __ t?<~~.'. s .]S$p.s:.tnpnt sha 11 be d~u~cmi ned by 

m~ltiplying the totdl amount of the rp.~ail\ing )05S to all 

?ubl ic d~posi 1.(;($ by a p~rc:entdqe th,H cl~preSt~nt.:> ~t\e !J:!~!! 

!~!,k.':""S..p((2fo!'....~i9~al_:~tl~~ o~t~:.! av(~ragE! of un.in~!!..!~~ public 

fund:.; df.'por.it5 hp.ld by .111 toanll.!> dttrt:"~-f:~e-pteeedt'HJ-t:we"'1t" 
",,,"th- penon' end 1-I\Q-ol\- the' iast: ··day -of ··tnt'! -1'I!()"t:h"1:II',~l'!d!: at: I'! t y 

~rt!e~d1:l'Iq-the-,..ot\tn ~~of _!.h~--.!..~PC2.!.~~ dat~urH!.tc .. s(!~tio~ 
!S)~I.)rTI/T\...£.,jiatE':.!Y .E.~e~!!9ir~!l..t~.!!....~a.!...~. t.he depository was 

~'ach bank shall p.lY it~ <lSsps:.rnent to t.he t.reasurer .-;lospd. 
within three bu!)in~s!i dayo after it rec(!ive!i notice of 

c"l5aPS5~ent. If a bank fails to pay its as~p.ssment .... hen dup, 

the tr~asur~r shall sat.isfy the a!isP!isnent by se 11in9 

"$pc'JCitie!> pl~dged hi' th,\t. b,lnk. !.~ ~,~ .. ~~~!i~S_ . .E..!~~~rI:....2Y 
!.~'l~ h~_k. !!.rl" . ..i0:!l:!e~~t.~~.o_..E..~i' ~e .~~5:~~ment..L.-_~I~~p.a~.~!....C'r 
of_.s I~e _.!.hi\!.! ~k!!....-a<!.!!- tiona 1. ass~!!...~m.!..!!. t ~_~'!......!!!~Y .. .E..~ .~.~~ssa!..X 

~gaJ_ns.t.:........othcr ."£~~E.~ ~~!<::!!......ho~ .. u!~L~S!:J...!.-?~.....2u.~~~---..!:.!-II~~ ~.£ 
'~,!!-~~ '.!.!l'i ~''p,~~ .~:os~.S:TI,,!~t:., .~!"IY ~.ddi~i.~~G.ssP's_s!'le~t!.!: 
.:!~,!.!! !!..£ (~~.r.r~n~ •.. £...ol ~~.t.e~_at_~ !;at.i !lof.i~~ i'!---.~he-2a.~ 
~!!...n~. aL~he ..... ~ ~ !....~t .i!.!i~~yrnf!~' . _....!.f .!.._ ~'lnk ~~ i.~..!.... t~_ay .... ) t~ 
~.S::..l~s!'>m..£nt_.o:.l]e(\.,jtl_f~.! !~~ ~_~t~a~~!...!..,=, r. ~~ _.!!.ta.!..e .f.ha.1 !---.!_,,~!:.i a~.!!.... <l: 
l~~:;~_ t_£...5:o~.!...~c~.t~ ~ss~~;~_~>2..t.=---- I.!... a_....Eal!~_l!_Jo'!.!!..<! ~.£.hiSl/~ 
~il.~rl ~ P!!.Lt.l:'I .... t:. ,~~?e!\s~er>._t.:..---.a.!> r.£ql.l~rp.~_~y_~hi.!.. ~.1~I?i\~9~_'!.Ph,_ 
~t~P;. _COIlC ~......:.>-"a!l... o!....d.~~ _~~ .'~~.P~Y . ....!..I'"!~ -.i'_sse~~~~n~, L.... <:9~ ~ I, _..£?S 1: s '. 

!:~~~na~~_~ ~~~or_~~y_~_~ f~!:>_. ~~~.~~ ~..!l_ ~,~_~. d.~:JI~ o.!......t im(! !J!~ 
~_~t..or!~~l" 9!!E~.~~~·_S....?(~~E~. S:l)£!~t 1?.!....ep,?o.!.i'~9......~~ h!'i.ng.!..!~9.!J)e: 
'l9.~~I)_, _'~.!l.d __ ~ e_,!~p~~!>l.~_ ~)(.l'!,_,,!5e.~ .... i_nc;~!~ ed by .... ~ ~~ t 1:'~~5~E£'.r _~f 

Idle b,llilnt:.~.f. in thE: fund ~r~-~O ~~!J. be ir.vf!:;.tl~d by 
:!.~a.~e. 

thp. tr .... ~urer w}lh earnings cr~dJte(i to th~ fl1n~. fees pair! 

by bdn .... -f. fr}f ddmir,i:;trat.,on of I,h.!:. ci'tapl<>:r .ii~ !!~i'~.l b4~ 

crQdit.ed 10 ~he (un.\ ~nd thp. ~reasure{ nay ded.lct actll~l ~ostu 

of ddminl~:ration (:om t~~ fund. 

" 
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Sp.c. 40. S~ct.i(ln 4').1.23. aUb!J.(>ctioo J. p.H.lgrapn d. 

$ubpar,lgrdph (2), Cod(~ 1991. i!. aP\l~n(h'd IJJ rt.'ad a!;. to! lolo,lf,: 

(2. If tnp. loss .... as incurr(:ol in a credit union. ttWrl any 

turth.~r pa'lm~nt$ to cover t.hl" los:> · ... ill come from th~ at.ltl" 

:.inking fund for public dep"~~~lts in credi.t unlon:~. If t.he 

(und.s are il\tldeqIJate t() CO'ler UH~ entire lQ3!i, then t.he 

t.re&!)\Irel .shall make an asso?s~.nent a(!,lin>.>t. ot:her cr.-:-dit unions 

.... ho hold public funds. 1'he as:;ess(I".ent Shdll be del,~rmined by 

multiplying t.he t.otal amount of thp. cemaini.nq lo!>s to puhlic 

d"'positors by a perc,;~ntage 

public funds d~PQS i ts held 

that repres(!nlS th" averag~ ot 

hy 

pre~p.ding t. .... elve lTIonth peri.od 

all crl~dit. lInion~. dur ing thp 

enJinq on t.h(! last day of the 

rnonth inunediately pre-ceding tht.· month the depo~it()ry · ... ,lS 

closed. Each credit. union sh(\11 pay Its .lsSeS:ime-nt t.o t.he 

treaSul'tH .... ithin t,hree business day!) after it rpceivl~s notice 

of assessment. ff_~_eredi~_an*o"_fail~_t~_pay_it~_as~e~~~ent 

.hen_dtt~1_t~e_t~e~sttrer-~h~il .. ~ftti~ey-th~-as~~~~mel'lt-by 

se H hHJ- Sl"!eo;1r1:t i e!!l-pi ~dlJf"!d- by- thaI: - e~eti 1: t - tt 1'1 inn .. .!..f. ~---.S r ~ i ~ 
~ni?n_La~;> !:2 P:Jj' .its ~~.?e~~~~.t ~·!l~I~U~!... t~. t~.£.a~_~e~_.o~ 
!!..!-_ate_. ~ha l.~_i ~!...!~ ~.!:.~_ i!_~.a":,,..!!....~ i !_t 2_ coll eet the ass"'$Sll\l~n t. ....!t. 
~_.£!.e~i..! ~..E:i9~_is-....!-'ounr~ t.£ ha...::.e l.~i!.£'d_~C? P..:!!:t .!:De .'~:>~~2:T1!.!L .. t 
as_ r...!!9.~~~~..E.Y . ..!J!i~_s\l~..I2..~r'~'1ril.E.!.,._...!.~e:_~O!~£.~ f;~~l!:.....or~r . .!.t ~~ 
p_a0h_~as~!>!'>m~n!:..!. c£"1.!r~._s.()~!:.§: ~ ....!_~C!!!2n_c"lblr"!': _~t ~~n~i....' So ..J..e~_!! 
~"se<:!~l''?!l_. t,~_*:: ,!.~_IJ~. Q~.t i~_ t~~. ~~t~~neY3~r'..£.~a.~$ (~( i~~~ 
~~!~~ pr_!!p.~0.!'g_ao? .... _bl:.!...!lg i ~"<.J. t l:'..£ C!£..t I.on! _!!!.'.d _!....ea.~~!!!iI~)l_o! 
£xpl"n;;.ps. i ~5:::~ ~ . .!. .. ?d _Pi' ._t.he ~ e<l~~ r~!...... O~ .... J~t!~ e' ~. o!'!J5;.~..:. 1 dIe 
balances in tho! fllnd are to be i.nvest.ed by t.he t.reasuc~r wi.tn 

earniniJ!i c,;r~di.t.~d t.o t.ht~ (unci. re~:io pilid by credi.t. unions for 

admlnlstration of this chapter will be cr~dit~d to the fund 

and the t,reasurer may deduct act~al costs of administr~tion 

from the fun..!. 
Set:. 41. N~ _~~:C'fI()N. ~J02.'JOI l'UBLJC .JOINT INVr.ST~EN'l' 

"TRUSTS. 
1. A :oint inv,!st~o!nl trost organlz~d PllCSUdt~t to crlapt~r 

28E for the putposeu ~f )Olnt. inve5tm~nt, of public (,lndD is 
(/) 
"T1 
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:,ub)~ct 1:0 1:le jutlsdicti01l ':Hhi duthori1Y of t.he 

ad:"llni:.;t.t,Hor. Irll.:llldinq ·:d 1 :Nt'd('.~r.~nt.5 of thin cf\apt~r. 

~xcP.pt L'le re';i:.tf,1Iion provisiQns o( spctio(t ~O},201 and 

·,o? , :'l f). 

J, Th(> <ldministrator :Mi' rf.lk~ (>.lClIminati(H1s within or 

~Ithout th~ stat~, ()f the businpss and rec()rds of each j()lnt 

Ir.VP.$t'~.1t t.{ust, al tl,,! tUnes .11lrl in thp. scope as t.he 

~dminil~trdtor det.(>rmines. the <ldninlstr<ltor 5hall have thl" 

authority to contl~rt l()r outsidp. professional servic~s in the 

conduct of (~liilminat ion5, The t~xc1min<lt ions miSy tip. nadp .... i t.hout 

prior notic.:l" to t.hE.' joint. Lnv~stm(>nt trust or the trust's 

irlVestm('llt <ldvi:;.or. The .1dninistrat.oc m,lY copy <lIt records 

Ihe ,\dJ"llini:;'Lr(1t.or feels are nJ.·ce!)'5~'\ry to conduct UW 

examH"I.Hlon. 'the expl'!'n!>e reatwn,lbly iltt.rlbutilblp. to t.he 

cxamin,)tion s/lall hI:' paid by HlP. joint investment trust.s r..ohOf.P. 

hu!).lnl:'ss is examinpd. For thp purpose of avoidinq unnecessary 

duplication of examinationa, the administrator r:ray coop(>r<lte 

~ith othel rpgulatory authoriti~s. 

Sec, 47., Sp.ction 4')3.21, Code 19':H, is (~pp.alp.d. 

Sec. ,,). Th~ guidtd ille~ under sect ion 4 of this Act sh<\ll 

be m,}de availablp. by Ycbruari' 1, 1993. 

Sec, H, FTYECTIVr. DAn:. Tht!> Act. beinq deemed of 

irrunediate importance, tal(~$ effect upo/\ enactment. Thp. 

(l~quirem'.~!lt'3. tor adopt.i.on ()f rules, '.uittl"Tl invest.ment 

policies., iltldit. !ltandards, .1nd ot.her aoi("lini!)tr,ltivp. duties 

shall be implen~llted as soon <1$ possible but not latpr than 

Spptembpr 1, 1991, 

Section 16 of this Act does not apply to an inv~stment made 

prior to t.h(~ el(f~c;ti'l~ ddt~ of this A.ct. A. joint in'J~s\!nent 

trust organizpd pur:,uant t(1 chapter lSC ~xi5tin9 prior t.o th~ 

t~ffe(:t.ive ,idtp ct t.hi:~ :Kt. !Jh<lll fully C"or."lply rod.to I:his Act, 

on and aft.er t.hp effective dat~ of this Act, including but. not 

limited to complyinq .... ith the r~guit~mer\t in sp.ction -152.10, 

subspctLon S, paraqraptl "q", thill it: L~ opf!f'ated il\ acc'::)("IM'ce 

WLttl 17 c.r.~. § lJO,] ... -7, eliCl~pt tl1dt r.uch a joint Inve:Hr-e-llt 
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trust shall ~dve ~ntil .July 1, 1393, to becom~ rat~d ()r 

regist.~f(.·d c1s required elY 5~cti0n 4')1.10, Sllb5("cc.ion '). 
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