Florida Senate - 1999 CS for SB 1992

By the Committee on Conprehensive Planning, Local and Mlitary
Affairs; and Senator Rossin

316- 1959-99
1 A bill to be entitled
2 An act relating to investnent of public funds;
3 anending s. 218.415, F.S.; prescribing
4 gui delines for investnents by units of |oca
5 governnent; providing for authorized
6 i nvestnents; prohibiting investnents not
7 aut hori zed by local investnent policy;
8 providing for continuing education for |oca
9 of ficials responsible for making investnents;
10 prescribing a |list of authorized investnents;
11 providing alternative investnment guidelines for
12 entities not adopting a witten investnent
13 policy; providing for safeguarding securities;
14 aut hori zing the sale of investnents; providing
15 for investnent of funds when made pursuant to
16 agreenent or contract; providing for preenption
17 of state requirenents; prescribing duties of
18 accountants and the Auditor General; anending
19 s. 112.625, F.S.; revising definitions and
20 defining terns; creating s. 112.661, F.S.
21 prescribing guidelines for investnents by
22 retirenent systens or plans; providing for
23 aut hori zed investments; prohibiting investnents
24 not authorized by investnment policy; providing
25 for continuing education for officials
26 responsi ble for making i nvestnents; providing
27 for the filing of the investnent policy with
28 the Division of Retirenment, the plan's sponsor
29 and the consulting actuary; providing for the
30 valuation of illiquid investnents; anending s.
31 28.33, F.S.; prescribing requirenents for
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1 i nvestnent of county funds; anending s.

2 159. 416, F.S.; prescribing requirenents for

3 i nvest nent of bond proceeds and noneys held for

4 payment of debt service on bonds; anending s.

5 219.075, F.S.; prescribing requirenents for

6 i nvestnent of surplus funds by county officers;

7 anmending s. 230.23, F.S.; prescribing

8 requi renents for investnent of school funds not

9 needed for inmedi ate expenditure; anending s.

10 236.24, F.S.; deleting provisions relating to

11 aut hori zed i nvestment of district school fund

12 noneys; repealing s. 237.161(5), F.S., relating

13 to investnent of cash assets by school boards;

14 repealing s. 230.23(10)(k), F.S., relating to

15 i nvestnent policies of district school boards;

16 repealing s. 125.31, F.S., relating to

17 i nvestnent of surplus public funds by counti es;

18 repealing s. 166.261, F.S., relating to

19 i nvestnents by nmunicipalities; repealing s.

20 218.345, F.S., relating to investnents by

21 special districts; providing an effective date.

22

23| Be It Enacted by the Legislature of the State of Florida:
24

25 Section 1. Section 218.415, Florida Statutes, is

26 | anended to read:

27 218. 415 Local governnent investnent

28 | policies.--lInvestnent activity by a unit of |ocal governnent
29 | nust be consistent with a witten investnent plan adopted by
30 | the governing body, or in the absence of the existence of a
31| governing body, the respective principal officer of the unit

2
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1| of local governnent and nmmintained by the unit of |ocal

2 | governnent or, in the alternative, such activity nust be

3 | conducted in accordance w th the—+nvestrent—guideHnes—set

4 | forth—+n subsection(17)¢15). Any such unit of |oca

5| governnent shall have an investnment policy for any public

6 | funds in excess of the anpbunts needed to neet current expenses
7 | as provided in subsections(1l)-(16) {4, or shall neet

8| the alternative investnent guidelines contained in subsection
9 |(17) ££5). Such policies shall be structured to place the

10 | highest priority on the safety of principal and liquidity of
11| funds. The optimi zation of investnent returns shall be

12 | secondary to the requirenents for safety and liquidity. Each
13 | unit of local governnment shall adopt policies that are

14 | conmensurate with the nature and size of the public funds

15| within their custody.

16 (1) SCOCPE.--The investnent policy shall apply to funds
17 | under the control of the unit of |ocal governnent in excess of
18 | those required to neet current expenses. The investnent policy
19 | shall not apply to pension funds, including those funds in
20 | chapters 175 and 185;—trust—funds+or funds related to the
21| i ssuance of debt where there are other existing policies or
22 | indentures in effect for such funds.
23 (2) | NVESTMENT OBJECTI VES. - - The i nvestnent policy
24 | shall describe the investnent objectives of the unit of |ocal
25 | governnent. |nvestnent objectives shall include safety of
26 | capital, liquidity of funds, and investnent incone, in that
27 | order.
28 (3) PERFORVMANCE MEASUREMENT. - - The i nvestnent policy
29 | unirt—oft—tocal—governrent shall specify devetoep perfornmance
30 | neasures as are appropriate for the nature and size of the
31| public funds within its custody.
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1 (4) PRUDENCE AND ETHI CAL STANDARDS. - - The i nvest nent

2| policy shall describe the | evel of prudence and ethica

3| standards to be followed by the unit of l|ocal governnent in

4] carrying out its investnent activities with respect to funds
5| described in this section. The unit of |ocal governnent shal
6 | adopt the Prudent Person Rule, which states that: "lnvestnents
7 | should be made with judgnent and care, under circunstances

8 | then prevailing, which persons of prudence, discretion, and
9]intelligence exercise in the managenent of their own affairs,
10 | not for specul ation, but for investnent, considering the

11 | probabl e safety of their capital as well as the probable

12 | incone to be derived fromthe investnent."

13 (5) LISTING OF AUTHORI ZED | NVESTMENTS. - - The i nvest nent
14 | policy shall list investnments authorized by the governing body
15 ) of the unit of | ocal governnent, subject to the provisions of
16 | subsection (16)i+navestrents. |l nvestnents not listed in the

17 | investnent policy are prohibited. |If the policy authorizes

18 | investnents in derivative products, such policy nust require
19 | t hat rust—be—speetfieatty—avthorized+ntheinvestrent—ptan
20 | and—ray—be—constdered—onty—+F the unit of |ocal governnment's
21| officials responsible for making i nvest nent deci sions have
22 | ehiet—tinanciat—off+ecer—has devel oped sufficient understandi ng
23 | of the derivative products and have has the expertise to
24 | manage them For purposes of this subsection, a "derivative"
25| is defined as a financial instrunent the value of which
26 | depends on, or is derived from the value of one or nore
27 | underlying assets or index or asset values. |f the policy
28 | authori zes investnents i n FThe—uduse—of reverse repurchase
29 | agreenents or other forns of |everage, the policy nust limt
30 | the invest nents shaH—beprohibited—or—t+intetdbyinvestrent
31| potey to transactions in which where the proceeds are
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1| intended to provide liquidity and for which the unit of |oca
2 | governnent has sufficient resources and experti se.

3 (6) MATURITY AND LI QUI DI TY REQUI REMENTS. - - The

4 | investnent policy shall require that the investnent portfolio
5]is structured in such manner as to provide sufficient
6|liquidity to pay obligations as they come due. To that end,

7| the investnment policy should direct that, to the extent

8 | possible, an attenpt will be nmade to match investnent

9| maturities with known cash needs and anti ci pated cash-fl ow

10 | requi renents.

11 (7) PORTFOLI O COVMPCSI TION. --The investnent policy

12 | shall establish guidelines for investnents and linmts on

13 | security issues, issuers, and maturities. Such guidelines

14 | shall be commensurate with the nature and size of the public
15| funds within the custody of the unit of |ocal governnent.

16 (8) RISK AND DI VERSI FI CATI ON. - - The i nvestnent policy
17 | shall provide for appropriate diversification of the

18 | investnent portfolio. Investnents held should be diversified
19| to the extent practicable to control the risk of |oss

20 | resulting fromoverconcentration of assets in a specific

21 | maturity, issuer, instrunent, dealer, or bank through which
22 | financial instrunents are bought and sold. Diversification
23| strategies within the established guidelines shall be reviewed
24 | and revised periodically, as deened necessary by the

25 | appropri ate nanagenent staff.

26 (9) AUTHORI ZED | NVESTMENT | NSTI TUTI ONS AND

27 | DEALERS. - -The investnent policy should specify the authorized
28 | securities dealers, issuers, and banks from whomthe unit of
29 | | ocal governnent nmy purchase securities.

30 (10) THI RD- PARTY CUSTODI AL AGREEMENTS. - - The i nvest nent
31| policy shall provide appropriate arrangenents for the hol ding

5
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of assets of the unit of local governnment. Securities should
be held with a third party; and all securities purchased by,
and all collateral obtained by, the unit of |ocal governnent
shoul d be properly designated as an asset of the unit of |oca
governnment. No withdrawal of securities, in whole or in part,
shal | be made from saf ekeepi ng, except by an authorized staff
nmenber of the unit of |ocal government. Securities
transactions between a broker-deal er and the custodi an

i nvol ving purchase or sale of securities by transfer of noney
or securities nust be nade on a "delivery vs. paynent" basis,
if applicable, to ensure that the custodian will have the
security or noney, as appropriate, in hand at the concl usion
of the transaction.

(11) MASTER REPURCHASE AGREEMENT. - - The i nvest nment
pol i cy unrt—of—tocat—governrent shall require all approved
institutions and deal ers transacting repurchase agreenents to
execute and performas stated in the Master Repurchase
Agreenent. All repurchase agreenent transactions shall adhere
to the requirenents of the Master Repurchase Agreenent.

(12) BI D REQUI REMENT. --The i nvestnent policy shal
require that the unit of local governnent's staff determne

the approximate nmaturity date based on cash-fl ow needs and

mar ket conditions, analyze and sel ect one or nore optinm

types of investnent, and conpetitively bid the security in

guestion when feasi ble and appropriate. Except as ot herwi se

required by |l aw, the npbst econonical ly advant ageous bid nust
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1 (13) | NTERNAL CONTROLS. --The investnent policy shal

2| provide for a systemof internal controls and operationa

3| procedures. The unit of local governnent's officials

4 | responsi ble for nmaking investnent decisions ehief—Ffrranecial

5 | efHHeer shal | —by—Jantary—31—1996establ i sh a system of

6| internal controls which shall be in witing and nade a part of
7 | the governnental entity's operational procedures. The

8 | investnent policy shall provide for review of such controls by
9 | independent auditors as part of any financial audit

10 | periodically required of the unit of |ocal governnment. The
11 ) internal controls should be designed to prevent |osses of

12 | funds which mght arise fromfraud, enployee error

13 | misrepresentation by third parties, or inprudent actions by
14 | enpl oyees of the unit of |ocal governnent.

15 (14) CONTI NUI NG EDUCATI ON. - - The i nvestnent policy

16 | shall provide for the continuing education of the unit of

17 | local governnent's officials responsible for making investnent
18 | deci sions. Such officials nust annually conplete 8 hours of

19 | continuing education in subjects or courses of study related
20| to investnent practices and products.

21 (15) (34) REPORTI NG --The investnent policy shal

22 | provide for appropriate annual or nore frequent reporting of
23 | investnent activities. To that end, the governnental entity's
24 | officials responsible for nmaking investnent decisions ehief
25 | Hnanctat—offi+ecer shall prepare periodic reports for

26 | submi ssion to the |l egislative and governi ng body of the unit
27 | of local governnment, which shall include securities in the

28 | portfolio by class or type, book value, incone earned, and

29 | market value as of the report date. Such reports shall be

30| available to the public.

31
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(16) AUTHORI ZED | NVESTMENTS; WRI TTEN | NVESTMVENT
PCLI CI ES. --Those units of |local governnent electing to adopt a

written investment policy as provided in subsections (1)-(15)

may by resolution invest and reinvest any surplus public funds

in their control or possession in:

(a) The Local Governnent Surplus Funds Trust Fund or

any intergovernmental investnent pool authorized pursuant to

the Florida Interlocal Cooperation Act as provided in s.
163. 01.
(b) Securities and Exchange Conmi ssion registered

noney narket funds with the highest credit quality rating from

a nationally recogni zed rati ng agency.

(c) Savings accounts in, or certificates of deposit

of , any bank, savings bank, or savings and | oan associ ation

that is incorporated under the laws of this state or organi zed

under the laws of the United States, and that is doing

business in and is situated in this state, and whose accounts

are insured by the Federal CGovernnent or an agency thereof,

provi ded that such savings accounts and certificates of

deposit are secured in the manner prescribed in chapter 280.

(d) Direct obligations of the United States Treasury.

(e) Federal agencies and instrunentalities.

(f) Securities of, or other interests in, any open-end

or cl osed-end nanagenent-type i nvestnent conpany or investnent

trust registered under the | nvestnent Conpany Act of 1940, 15

US C ss. 80a-1 et seq., as anended fromtine to tine,

provided that the portfolio of such investnent conpany or

investnent trust is limted to obligations of the United

States Government or any agency or instrunentality thereof and

to repurchase agreenents fully collateralized by such United

States Government obligations, and provided that such
8
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i nvest nent conpany or investment trust takes delivery of such

collateral either directly or through an authorized custodi an

(g Oher investnents authorized by | aw or by

or di nance.

(17) 35y AUTHORI ZED | NVESTMENTS; NO WRI TTEN | NVESTMENT
POLI CY ALTERNATHVYEHNVESTHVENT—GUJHDELHNES. - - Those units of
| ocal governnent electing not to adopt a witten investnent

policy in accordance with investnent policies devel oped as

provided in subsections (1)-(15) nay invest or reinvest any

surplus public funds in their control or possession in:tn

(a) The Local CGovernnment Surplus Funds Trust Fund, or
any intergovernmental investnent pool authorized pursuant to
the Florida Interlocal Cooperation Act, as provided in s.

163. 01.

(b) Securities and Exchange Conmi ssion registered
nmoney narket funds with the highest credit quality rating from
a nationally recognized rating agency.

(c) Savings accounts, or certificates of deposit of,

any bank, savings bank, or savings and | oan associ ation that

is incorporated under the laws of this state or organi zed

under the laws of the United States, that is doing business

and is situated in this state, and whose accounts are insured
9
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1| by the Federal Governnent or an agency thereof, provided that
2 | such savings accounts and certificates of deposit are secured
3]in the manner prescribed in chapter 280 in—state—ecertified

4 | guaH-Hed—pubHec—depositories—as—defHinred—+n——s—286-02.

5 te——CertiHecates—of—deposit—in——state-—certiiied

6 | guattetd—pub-ec—deposttories—as—detned—+n—s—286-02-

7 (d)fe)y Direct obligations of the U S Treasury.

8 tH—Federal—agencies—and—instrurenta--ties—

9

10 | The securities listed in paragraphs (c) and(d)—€e)y5—and—HH)
11| shall be invested to provide sufficient liquidity to pay

12 | obligations as they cone due mateh—investrwent—raturties—wth
13 | etwrrent—expenses.

14 (18) SECURITIES; DI SPCsITION.--

15 (a) Every security purchased under this section on

16 | behal f of the governing body of a unit of |ocal governnent

17 | nust be properly earmarked and:

18 1. If registered with the issuer or its agents, mnust
19| be inmedi ately placed for safekeeping in a |ocation that

20 | protects the governing body's interest in the security;

21 2. If in book entry form nust be held for the credit
22 | of the governing body by a depository chartered by the Federa
23 | Governnent, the state, or any other state or territory of the
24 | United States which has a branch or principal place of

25| business in this state as defined in s. 658.12, or by a

26 | nati onal association organi zed and existing under the | aws of
27 | the United States of Anerica which is authorized to accept and
28 | execute trusts and which is doing business in this state, and
29 | nust be kept by the depository in an account separate and

30| apart fromthe assets of the financial institution; or

31
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3. |If physically issued to the hol der but not

regi stered with the issuer or its agents, nust be i mediately

pl aced for safekeeping in a secured vault in a financial

institution in this state which mai ntai ns adequate secured

vaul t i nsurance.

(b) The unit of local governnent's governi ng body may

al so receive bank trust receipts in return for investnent of

surplus funds in securities. Any trust receipts received nust

enunerate the various securities held, together with the

speci fi ¢ nunber of each security held. The actual securities

on which the trust receipts are i ssued nay be held by any bank

depository chartered by the Federal Governnent, this state, or

any other state or territory of the United States, which has a

branch or principal place of business in this state as defined

ins. 658.12, or by a national association organi zed and

exi sting under the laws of the United States of Anerica which

is authorized to accept and execute trusts and which is doing

business in this state as defined by s. 658.12.
(19) SALE OF SECURITIES. --Wen the invested funds are
needed in whole or in part for the purposes originally

i ntended, the unit of |ocal governnment's governing body nay

sell such investnents at the then-prevailing narket price and

pl ace the proceeds into the proper account or fund of the unit

of | ocal governnent.
(20) PREEXI STI NG CONTRACT. - - Any public funds subject
to a contract or agreenent existing on October 1, 1999, nmmy

not be invested contrary to such contract or agreenent.
(21) PREEMPTION. --Any word, sentence, phrase, or
provi sion of any special act, nunicipal charter, or other |aw

which prohibits or restricts a |local governnental entity from

11
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1| conplying with this section or any rul es adopted under this

2| section is void to the extent of the conflict.

3 (22) AUDITS.--Certified public accountants conducting
4] audits of units of local governnent pursuant to s. 11.45 shal
5| report, as part of the audit, whether or not the unit of |oca
6 | governnent has conplied with s. 218. 415.

7 (23) AUD TOR GENERAL; REVIEW--During the Auditor

8| General's review of audit reports of units of |oca

9 | governnent, the Auditor CGeneral shall notify the Joint

10| Legislative Auditing Committee of any unit of | ocal governnent
11| not in conpliance with this section. Follow ng notification of
12 | failure by a |l ocal governnent to conply with s. 218.415, a

13 | hearing nmay be schedul ed by the coimmittee. If a hearing is

14 | schedul ed, the commttee shall determ ne which units of | oca
15| governnent will be subjected to further state action. If the
16 | conmittee finds that one or nore units of | ocal governnent

17 | should be subjected to further state action, the comittee

18 | shal I:

19 (a) In the case of a county, nunicipality, or district
20 | school board, request the Departnment of Revenue and the
21 | Departnent of Banki ng and Fi nance to withhold any funds
22 | payable to such entity until the entity has conplied with this
23 | section.
24 (b) In the case of a special district, notify the
25 | Departnent of Conmunity Affairs that the special district has
26 | failed to conply with this section. Upon receipt of
27 | notification, the Departnent of Community Affairs shal
28 | proceed pursuant to the provisions specified in ss. 189.421
29 | and 189. 422.
30
31
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1 Section 2. Subsections (7) and (8) of section 112. 625,
2| Florida Statutes, are anended, and subsection (9) is added to
3| that section, to read

4 112. 625 Definitions.--As used in this act:

5 (7) "Statenent value" neans the value of assets in

6 | accordance with s. 302(c)(2) of the Enployee Retirenent |ncone
7| Security Act of 1974 and as permtted under regul ations

8 | prescribed by the Secretary of the Treasury. Assets for which
9] afair market value is not provided shall be excluded fromthe
10 | assets used in the determ nation of annual funding cost.

11 (8) "Naned fiduciary,""board," or "board of trustees"”
12 | neans the person or persons so designated by the terns of the
13 | instrunent or instrunents, ordi nance, or statute under which
14 | the plan is operated.

15 (9) "Plan sponsor" neans the |ocal governnental entity
16 | that has established or that nay establish a |local retirenent
17 | system or pl an.

18 Section 3. Section 112.661, Florida Statutes, is

19 | created to read:

20 112. 661 |Investnent policies.--lInvestnent of the assets
21| of any retirenment systemor plan nust be consistent with a

22 | witten investnent policy adopted by the board. Such policies
23 | shall be structured to maximi ze the financial return to the
24 | retirenent systemor plan consistent with the risks i ncunbent
251 in each investrment and shall be structured to establish and
26 | maintain an appropriate diversification of the retirenent

27 | systemor plan's assets.

28 (1) SCCPE.--The investnent policy shall apply to funds
29 | under the control of the board.

30 (2) | NVESTMENT OBJECTI VES. - - The i nvestnent policy

31| shall describe the investnent objectives of the board.

13
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1 (3) PERFORVMANCE MEASUREMENT. - - The i nvestnent policy

2| shall specify performance neasures as are appropriate for the
3| nature and size of the assets within the board' s custody.

4 (4) I NVESTMENT AND FI DUCI ARY STANDARDS. - - The

5] investnent policy shall describe the | evel of prudence and

6| ethical standards to be followed by the board in carrying out
7]its investment activities with respect to funds described in
8| this section. The board in performng its investnent duties

9] shall conply with the fiduciary standards set forth in the

10 | Enpl oyee Retirenent |Inconme Security Act of 1974 at 29 U S. C
11 ] s. 1104(a)(1)(A) through (C. In case of conflict with other
12 | provisions of |aw authorizing i nvestnents, the investnent and
13| fiduciary standards set forth in this section shall prevail
14 (5) AUTHORI ZED | NVESTMENTS. - -

15 (a) The investnent policy shall list investnents

16 | aut hori zed by the board. Investnents not listed in the

17 | investnent policy are prohibited. Unless otherw se authorized
18 | by law or ordi nance, the investnent of the assets of any

19 | retirenent systemor plan covered by this part shall be
20| subject to the linmtations and conditions in s. 215.47(1),
211(2), (3), (4. (5. (6., (7)., (8), (10), and (16).
22 (b) If aretirenment systemor plan has investnents
23| that, on Cctober 1, 1999, either exceed the applicable limt
24 | or do not satisfy the applicable investnent standard, such
25| excess or investnent not in conpliance with the policy may be
26 | continued until such tine as it is econonmically feasible to
27 | di spose of such investnent. However, no additional investnent
28 | may be made in the investnent category which exceeds the
29 | applicable limt, unless authorized by | aw or ordi nance.
30 (6) MATURITY AND LI QUI DI TY REQUI REMENTS. - - The
31| investnent policy shall require that the investnent portfolio

14
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1|is structured in such nanner as to provide sufficient

2| liquidity to pay obligations as they conme due. To that end,

3| the investnment policy should direct that, to the extent

4| possible, an attenpt will be nade to match investnent

5| maturities with known cash needs and anti ci pated cash-fl ow

6 | requirenents.

7 (7) PORTFOLI O COVMPCSI TION. --The investnent policy

8 | shall establish guidelines for investnents and linmits on

9| security issues, issuers, and maturities. Such guidelines

10 | shall be commensurate with the nature and size of the funds
11 | within the custody of the board.

12 (8) RISK AND DI VERSI FI CATI ON. - - The i nvestnent policy
13 | shall provide for appropriate diversification of the

14 | investnent portfolio. Investnents held should be diversified
15| to the extent practicable to control the risk of |oss

16 | resulting fromoverconcentration of assets in a specific

17 | maturity, issuer, instrunment, deal er, or bank through which
18 | financial instrunents are bought and sold. Diversification
19 | strategies within the established guidelines shall be revi ened
20| and revised periodically, as deemed necessary by the board.
21 (9) EXPECTED ANNUAL RATE OF RETURN. - - The i nvest nent
22 | policy shall require that, for each actuarial valuation, the
23 | board determne the total expected annual rate of return for
24 | the current year, for each of the next several years, and for
25| the long termthereafter. This determ nation nust be filed
26 | pronptly with the Division of Retirement and with the plan's
27 | sponsor and consulting actuary.
28 (10) THI RD- PARTY CUSTODI AL AGREEMENTS. - - The i nvest nent
29 | policy shall provide appropriate arrangenents for the hol ding
30| of assets of the board. Securities should be held with a third
31| party, and all securities purchased by, and all collatera

15
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obt ai ned by, the board shoul d be properly desighated as an

asset of the board. No w thdrawal of securities, in whole or

in part, shall be nmade from saf ekeepi ng except by an

aut hori zed nenber of the board or the board's designhee.

Securities transacti ons between a broker-deal er and the

custodi an i nvolving purchase or sale of securities by transfer

of nobney or securities nust be nade on a "delivery vs.

payrment" basis, if applicable, to ensure that the custodian

will have the security or noney, as appropriate, in hand at

t he conclusion of the transaction
(11) MASTER REPURCHASE AGREEMENT. - - The i nvest nment
policy shall require all approved institutions and deal ers

transacting repurchase agreenents to execute and perform as

stated in the Master Repurchase Agreenent. All repurchase

agreenent transactions shall adhere to the requirenents of the

Mast er Repur chase Agreenent.
(12) BI D REQUI REMENT. --The i nvestnent policy shal
provide that the board determne the approxinmate maturity date

based on cash-fl ow needs and narket conditions, analyze and

sel ect one or nore optinmal types of investnent, and

conpetitively bid the security in question when feasible and

appropriate. Except as otherwi se required by |aw, the nost

econom cal | y advant ageous bid nust be sel ect ed.
(13) I NTERNAL CONTROLS. --The investnent policy shal
provide for a systemof internal controls and operationa

procedures. The board shall establish a systemof interna

controls which shall be in witing and nade a part of the

board' s operational procedures. The policy shall provide for

review of such controls by independent certified public

accountants as part of any financial audit periodically

required of the board's unit of |ocal governnent. The interna
16
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1| controls should be designed to prevent |osses of funds which
2| mght arise fromfraud, error, msrepresentation by third

3| parties, or inprudent actions by the board or enpl oyees of the
4| unit of |ocal governnent.

5 (14) CONTI NUI NG EDUCATI ON. - - The i nvestnent policy

6 | shall provide for the continuing education of the board

7| menbers in matters relating to investnments and the board's

8| responsibilities.

9 (15) REPCRTING --The investnment policy shall provide
10| for appropriate annual or nore frequent reporting of

11| investnent activities. To that end, the board shall prepare
12 | periodic reports for submi ssion to the governing body of the
13| unit of |ocal governnent which shall include investnments in
14 | the portfolio by class or type, book value, incone earned, and
15| market value as of the report date. Such reports shall be

16 | available to the public.

17 (16) FILING OF | NVESTMENT POLI CY. - - Upon adoption by

18 | the board, the investnent policy shall be pronptly filed with
19 ) the Division of Retirenment and the plan's sponsor and
20| consulting actuary. The effective date of the investnent
21| policy, and any anmendnent thereto, shall be the 31st cal endar
22 | day following the filing date with the plan sponsor
23 (17) VALUATION OF I LLI QUI D | NVESTMENTS. - - The
24 | investnent policy shall provide for the valuation of illiquid
25| investnents for which a generally recogni zed narket is not
26 | avail able or for which there is no consistent or generally
27 | accepted pricing nechanism |f those investnents are utilized,
28 | the investnent policy nmust include the criteria set forth in
29| s. 215.47(6), except that an I nvestnent Advisory Council is
30| not required. The investnent policy shall require that, for
31| each actuarial valuation, the board nust verify the

17
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determ nation of the fair-nmarket value for those investnents

and ascertain that the determ nation conplies with al

applicable state and federal requirenents. The investnent

policy shall require that the board disclose to the Division

of Retirenent and the plan's sponsor each such investnent for

which the fair-narket value is not provided.

Section 4. Section 28.33, Florida Statutes, is anended
to read:
28.33 Investnent of county funds by the clerk of the

circuit court.--The clerk of the circuit court in each county

shal |l invest county funds in excess of those required to neet
expenses as provided in s. 218.415. make—an—estimate—of—his—or

18
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1 | ef—the—cterk—stubject—to—the—-aboeve—guidenes—No clerk

2 | investing such funds shall be liable for the | oss of any

3| interest when circunstances require the wthdrawal of funds

4| placed in a tinme deposit and needed for imedi ate paynment of
5] county obligations. trany—ecounty—wheretocal—banks—refuse—to
6 | bird—on—securhg—steh—noney—on—interest—bearrng—eerti-Hecates,
7 | the—cterk—rmyt+equest—and—receive—birds—frombanks—inother

8 | eounties—wthin—the—state—and—rake——such—depostts—to—the

9 | sueeesstul—bidder—Except for interest earned on nobneys

10 | deposited in the registry of the court, all interest accruing
11| from noneys deposited shall be deened i ncone of the office of
12 | the clerk of the circuit court investing such noneys and shal
13 | be deposited in the sane account as are other fees and

14 | conmissions of the clerk's office. The clerk may invest

15 | noneys deposited in the registry of the court and shall retain
16 | as incone of the office of the clerk and as a reasonable

17 | i nvestnent nmanagenent fee 10 percent of the interest accruing
18 | on those funds with the bal ance of such interest being

19 | allocated in accordance with the interest of the depositors.
20 | Bach—cterk—shatt—as—soon—aspracticable—after—the—endof—the
21 | & I ’ I . o I
22 L I L e I r
23 | year—
24 Section 5. Subsection (9) of section 159.416, Florida
25| Statutes, is anended to read:
26 159. 416 Pool fi nancings. --
27 (9) Proceeds of bonds and noneys held for the paynent
28 | of debt service on bonds, including, but not limted to,
29 | anobunts held in the | oan fund, any reserve fund, or debt
30| service fund for the bonds, may be invested in investnents
31| authorized by or pursuant to an ordi nance or resol ution

19
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providing for the issuance of the bonds or any trust agreenent
or trust indenture or other instrunent approved by such

ordi nance or resolution, including, but not limted to,

i nvestnents described in s. 218.415 ss—2833—3253%-

; : ; : ; : . The
acqui sition of any debt obligation or investnent contract or
i nvest nent agreenent of any bank, savings and | oan
associ ation, insurance conpany, registered broker-deal er, or
other financial institution shall be deermed to be an
i nvestment and not a |l oan and therefore need not neet the
criteria of subsections (5), (6), and (7).

Section 6. Section 219.075, Florida Statutes, is
amended to read:

219.075 Investment of surplus funds by county
officers.--

(1) (a) Except when another procedure is prescribed by
| aw or by ordinance as to particular funds, a tax collector or
any other county officer having, receiving, or collecting any
noney, either for his or her office or on behalf of and
subj ect to subsequent distribution to another officer of state
or local government, while such nobney is in excess of that
required to neet current expenses strptus—to—current—heeds—of
his—er—her—offi+ee or that is pending distribution, shal
i nvest such noney, without limtation, as provided in s.

218. 415. i-A-

20
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21 (b) These investnents shall be planned so as not to
22 | slow the nornmal distribution of the subject funds. The

23 | investment earnings shall be reasonably apportioned and

24 | all ocated and shall be credited to the account of, and paid
25| to, the office or distributee, together with the principal on
26 | whi ch such earni ngs accrued.

27 (2) Except when another procedure is prescribed by

28 | law, ordinance, or court order as to particular funds, the tax
29 | collector shall, as soon as feasible after collection, deposit
30| in a bank designated as a depository of public funds, as

31| provided in s. 658.60, all taxes, fees, and other collections

21
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1| received by himor her and held prior to distribution to the
2 | appropriate taxing authority. Imrediately after such funds

3 | have cl eared and have been properly credited to the tax

4| collector's khis—er+—her account, the tax coll ector shall invest
5| such funds according to the provisions of s. 218.415 this

6 | seeti+oen. The earnings from such investnents shall be

7 | apportioned at |east quarterly on a pro rata basis to the

8 | appropriate taxing authorities. However, the tax collector

9 | may deduct therefrom such reasonabl e anbunts as are necessary
10| to provide for costs of admnistration of such investnents and
11 | deposits.

12 (3) The State Board of Administration nmay establish a
13 | schedul e and gui delines to be followed by tax collectors

14 | maki ng deposits ant—nvestrents under the provisions of

15 | subsection (2).

16 t4—The—provisitons—of—this—seection—are—subject—to—the
17 | provistoens—of——s—218—415—

18 Section 7. Section 236.24, Florida Statutes, 1998

19 | Suppl enent, is anended to read:

20 236.24 Sources of district school fund.--

21 4 The district school fund shall consist of funds

22 | derived fromthe district school tax |evy; state

23 | appropriations; appropriations by county conmm ssioners; |ocal
24 | state, and federal school food service funds; any and al

25 | other sources for school purposes; national forest trust funds
26 | and ot her federal sources; and gifts and other sources.

27 t2ta)—untess—otherwse—atthorized—byt+aw-or—by

28 | erdinance,—each—school—board—shalH—by+resotution—to—be

29 I w . e I . I

30 et tres I . .

31 +—TFhetocal—Covernrent—Surptus—Funds—Frust—Funt:-
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Section 8. Subsection (5) of section 237.161, Florida
Statutes, is repeal ed

Section 9. Paragraph (k) of subsection (10) of section
230. 23, Florida Statutes, 1998 Suppl enent, is repeal ed.

Section 10. Section 125.31, Florida Statutes, as
anended by section 4 of chapter 98-409, Laws of Florida;
section 166.261, Florida Statutes; and section 218. 345,
Florida Statutes, as anended by section 8 of chapter 98-409,

Laws of Florida, are repeal ed.
Section 11. This act shall take effect COctober 1,

1999.

STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED | N
COW TTEE SUBSTI TUTE FOR
Senate Bill 1992

Anmends ch. 112, F.S., to require that the investnent of
retirenent plan assets be consistent with a witten investnent
policy. Specifies the contents of the investnent policy,
including the requirenment that certain fiduciary standards are
net, Requires that the investnent policy be filed with the
Division of Retirenent, the plan's sponsor and actuary.
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