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SB0664, As Passed House, December 10, 1997

HOUSE SUBSTITUTE FOR
SENATE BILL NO. 664

A bill to amend 1943 PA 20, entitled

"An act relative to the investnment of surplus funds of political
subdi vi sions of the state; and to validate certain investnents,"

by anending the title and sections 1 and 3 (MCL 129.91 and
129.93), the title as anmended by 1988 PA 285 and section 1 as
anended by 1997 PA 44, and by adding sections 5 and 6; and to
repeal acts and parts of acts.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
TI TLE

An act relative to the investnent of —sturptus— funds of
—potti+eal—subdivistons— PUBLI C CORPORATI ONS of the state; and to
val i date certain investnents.

Sec. 1. (1) —Fhetegistative—or— EXCEPT AS PROVI DED | N
SECTI ON 5, THE governi ng body —ef—a—eounty—ctty—vitHage-
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Senate Bill No. 664

N

cofmm-sston—of—a—ecounty—ctty—vitHage—or—township,— by
resol ution may AUTHORI ZE | TS | NVESTMENT OFFI CER TO —atthortze—+ts

: b et i senlofii : : i

county—as—fotHows— | NVEST THE FUNDS OF THAT PUBLI C CORPORATI ON I N
1 OR MORE OF THE FOLLOW NG
(a) —+n—boends— BONDS, securities, and other obligations of

the United States ——— or an agency or instrunentality of the

United States. —+a—which—theprinctpat—and—+nterest—+s—Futy
o I . I . " b b —imelud

o . I o I . I

otion-

(b) —+n—eertif+eates— CERTI FI CATES of deposit, savings
accounts, deposit accounts, or depository receipts of a financial
institution, but only if the financial institution conplies with
subsection (2).

(c) —+n—eormreretral— COMVERCI AL paper rated at the tinme of

purchase within the —3— 2 highest classifications established by

not less than 2 standard rating services and —whieh— THAT mat ures
not nore than 270 days after the date of purchase. —Net—ore

(d) —nbnirted—States—governmrent—or—federatl—agency—obHga—
t+Hen—repurehase— REPURCHASE agreenents CONSI STI NG OF | NSTRUMENTS
LI STED I N SUBDI VI SI ON (A).
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(e) —+tnbankers— BANKERS acceptances of United States
banks.

(F) OBLIGATIONS OF THI S STATE OR ANY OF I TS POLI TI CAL SuBDI -
VI SI ONS THAT AT THE TI ME OF PURCHASE ARE RATED AS | NVESTMENT
GRADE BY NOT LESS THAN 1 STANDARD RATI NG SERVI CE.

(G —H—tnrutual—tunds—conpesed—of—investient—vehietes

el I e ’ . o I . :

meat—n—thts—state— MJUTUAL FUNDS REG STERED UNDER THE | NVESTMENT
COVPANY ACT OF 1940, TITLE | OF CHAPTER 686, 54 STAT. 789, 15

U S.C. 80a-1 TO 80a-3 AND 80a-4 TO 80a-64, WTH AUTHORI TY TO PUR-
CHASE ONLY | NVESTMENT VEH CLES THAT ARE LEGAL FOR DI RECT | NVEST-
MENT BY A PUBLI C CORPORATI ON. HOWEVER, A MUTUAL FUND | S NOT DI S-
QUALI FI ED AS A PERM SSI BLE | NVESTMENT SCLELY BY REASON OF ElI THER
OF THE FOLLOW NG

(1) THE PURCHASE OF SECURI TIES ON A VWHEN- | SSUED OR DELAYED
DELI VERY BASI S.

(1m1) THE ABILITY TO LEND PORTFOLI O SECURI TIES AS LONG AS THE
MUTUAL FUND RECEI VES COLLATERAL AT ALL TI MES EQUAL TO AT LEAST
100% OF THE VALUE OF THE SECURI TI ES LOANED.

(1m1) THE LIMTED ABILITY TO BORRON AND PLEDGE A LI KE POR-
TION OF THE PORTFCOLI O S ASSETS FOR TEMPORARY OR EMERGENCY
PURPCSES.

(H) OBLI GATI ONS DESCRI BED I N SUBDI VI SIONS (A) THROUGH (G | F
PURCHASED THROUGH AN | NTERLOCAL AGREEMENT UNDER THE URBAN COOPER-
ATI ON ACT OF 1967, 1967 (EX SESS) PA 7, MCL 124.501 TO 124.512.

(1) I'NVESTMENT POOLS ORGANI ZED UNDER THE SURPLUS FUNDS
| NVESTMENT POOL ACT, 1982 PA 367, MCL 129.111 TO 129.118.
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(J) THE | NVESTMENT POOLS ORGANI ZED UNDER THE LOCAL
GOVERNMENT | NVESTMENT POOL ACT, 1985 PA 121, MCL 129. 141 TO
129. 150.

(2) A —counrty—etty—vitHage—township,—or—Spectal—assess—
ment—di-str+et—nvesting— PUBLI C CORPORATI ON THAT | NVESTS I TS
funds under subsection (1) shall not deposit or invest the funds
ina financial institution —whieh— THAT is not eligible to be a
depository of —surptus— funds belonging to the state under
—sectton—6—o0f—1855PA105—ME—21-346— A LAWOR RULE OF TH S
STATE OR THE UNI TED STATES.

(3) Assets acceptable for pledging to secure deposits of
public funds are limted to ASSETS AUTHORI ZED FOR DI RECT | NVEST-
MENT UNDER SUBSECTI ON (1). —any—eof—thefoHHowng:-

{a)—Assets—constdered—acceptabletothe statetreasurer
thder—sect+on—3—of—31855-PA 105 MoE—21143—to——secure—depostts—of
state—surptus—funds—

by—Any—ef—the—foHHowng:-

§ - . o hefed Ly I
ee%pﬁ%a-t—l—eﬁ—' .

T - . o hefed I . I

(4) As used in this section, "financial institution" neans a

state or nationally chartered bank or a state or federally
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chartered savings and | oan associ ati on, savings bank, or credit
uni on whose deposits are insured by an agency of the United

St ates governnent and —whteh— THAT maintains a principal office
or branch office located in this state under the laws of this
state or the United States.

(5) AS USED IN TH S ACT:

(A) "GOVERNI NG BODY" MEANS THE LEGQ SLATI VE BCDY, COUNCI L,
COW SSI ON, BOARD, OR OTHER BCODY HAVI NG LEAQ SLATI VE PONERS OF A
PUBLI C CORPORATI ON.

(B) "FUNDS' MEANS THE MONEY OF A PUBLI C CORPORATI ON, THE
| N\VESTMENT OF WHICH IS NOT OTHERW SE SUBJECT TO A PUBLI C ACT OF
THI S STATE OR BOND AUTHORI ZI NG ORDI NANCE OR RESOLUTI ON CF A
PUBLI C CORPORATI ON THAT PERM TS | NVESTMENT I N FEWER THAN ALL OF
THE | NVESTMENT OPTI ONS LI STED I N SUBSECTION (1) ORI MPCSES 1 OR
MORE CONDI TI ONS UPON AN | NVESTMENT | N AN OPTI ON LI STED I N SUBSEC-
TION (1).

(O "I NVESTMENT OFFI CER' MEANS THE TREASURER OR OTHER PERSON
DESI GNATED BY STATUTE OR CHARTER OF A PUBLI C CORPORATI ON TO ACT
AS THE | NVESTMENT OFFI CER. I N THE ABSENCE OF A STATUTORY OR
CHARTER DESI GNATI ON, THE GOVERNI NG BODY OF A PUBLI C CORPORATI ON
SHALL DESI GNATE THE | NVESTMENT OFFI CER

(D) "PUBLI C CORPORATI ON' MEANS A COUNTY, CITY, VILLAGE,
TOMSHI P, PORT DI STRI CT, DRAI NAGE DI STRI CT, SPECI AL ASSESSMENT
DI STRI CT, OR METROPOLI TAN DI STRICT OF THI S STATE, OR A BQARD,
COW SSI ON, OR ANOTHER AUTHORI TY OR AGENCY CREATED BY OR UNDER AN
ACT OF THE LEQ SLATURE OF THI S STATE.
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Sec. 3. Investnents —heretofore— nade BEFORE THE EFFECTI VE
DATE OF THE AMENDATORY ACT THAT REPEALED SECTION 2 of the surplus
funds, sinking funds, or insurance funds of —any—steh— A politi-
cal —subtivistons—of—the— SUBDIVISION OF TH S state in bonds and
other obligations of the United States ——— or —the——several— ITS
instrunmentalities —thereef— or certificates of deposit or deposi-
tory recei pts of —any— A bank —whieh— THAT is a nenber of the
federal deposit insurance corporation —tn—the—+manner— AS pro-
vi ded under —seett+ons— SECTION 1 and FORMER SECTION 2 of this act
are hereby ratified and val i dat ed.

SEC. 5. (1) NOTI MORE THAN 180 DAYS AFTER THE END OF A
PUBLI C CORPORATI ON' S FI RST FI SCAL YEAR THAT ENDS AFTER THE EFFEC-
TI VE DATE OF THE AMENDATORY ACT THAT REPEALED SECTION 2, A GOV-
ERNI NG BODY, | N CONSULTATI ON W TH THE | NVESTMENT OFFI CER, SHALL
ADOPT AN | NVESTMENT POLI CY THAT, AT A MNIMUM | NCLUDES ALL OF
THE FOLLOW NG

(A) A STATEMENT OF THE PURPOSE, SCOPE, AND OBJECTI VES OF THE
POLI CY, | NCLUDI NG SAFETY, DI VERSI FI CATION, LIQUI DI TY, AND RETURN
ON | NVESTMENT.

(B) A DELEGATI ON OF AUTHORI TY TO MAKE | NVESTMENTS.

(C© A LIST OF AUTHORI ZED | NVESTMENT | NSTRUMENTS. | F THE
POLI CY AUTHORI ZES AN | NVESTMENT | N MJUTUAL FUNDS, | T SHALL | NDI -
CATE WHETHER THE AUTHORI ZATION IS LI M TED TO SECURI TI ES WHOSE
| NTENTION I'S TO MAI NTAIN A NET ASSET VALUE OF $1.00 PER SHARE OR
ALSO | NCLUDES SECURI TI ES WHOSE NET ASSET VALUE PER SHARE NAY
FLUCTUATE ON A PERI QDI C BASI S.

02164' 97 (H 3)



© 00 N o 0o b~ W DN P

N N NN NNDNRRERRRR R R R R
o 00~ WON P O © 0N O O WN L O

SB0664, As Passed House, December 10, 1997

Senate Bill No. 664 7

(D) A STATEMENT CONCERNI NG SAFEKEEPI NG, CUSTQODY, AND
PRUDENCE.

(2) A GOVERNI NG BODY THAT AS OF THE EFFECTI VE DATE OF THE
AVMENDATORY ACT THAT REPEALED SECTI ON 2 HAS ADOPTED AN | NVESTMENT
POLI CY THAT SUBSTANTI ALLY COMPLI ES WTH THE M NI MUM REQUI REMENTS
UNDER SUBSECTION (1) IS NOT I N VIOLATION OF THI'S SECTI ON AS LONG
AS THAT POLI CY REMAINS | N EFFECT.

SEC. 6. (1) SUBJECT TO SUBSECTI ON (2), BEFORE EXECUTI NG AN
ORDER TO PURCHASE OR TRADE THE FUNDS OF A PUBLI C CORPORATI ON, A
FI NANCI AL | NTERVEDI ARY, BROKER, OR DEALER SHALL BE PROVI DED W TH
A COPY OF THE PUBLI C CORPORATI ON' S | NVESTMENT PCLI CY AND SHALL DO
BOTH OF THE FOLLOW NG

(A) ACKNOALEDGE RECEI PT OF THE | NVESTMENT PQOLI CY.

(B) AGREE TO COMPLY WTH THE TERVMS OF THE | NVESTMENT POLI CY
REGARDI NG THE BUYI NG OR SELLI NG OF SECURI TI ES.

(2) A PUBLI C CORPORATION |'S SUBJECT TO SUBSECTI ON (1) BEG N
NI NG ON THE DATE THAT THE | NVESTMENT POLI CY OF A PUBLI C CORPORA-
TI ON TAKES EFFECT OR 180 DAYS AFTER THE END OF THE PUBLI C
CORPORATI ON' S FI RST FI SCAL YEAR ENDI NG AFTER THE EFFECTI VE DATE
OF THE AMENDATORY ACT THAT REPEALED SECTION 2, WHICHEVER | S
EARLI ER

(3) THE | NVESTMENT OFFI CER ANNUALLY SHALL PROVI DE A WRI TTEN
REPORT TO THE GOVERNI NG BODY CONCERNI NG THE | NVESTMENT OF THE
FUNDS.

Enacting section 1. Section 2 of 1943 PA 20, MCL 129.92, is

r epeal ed.

02164' 97 (H 3) Fi nal page. TLG



