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SB- 0875, As Passed House, May 9, 2006

HOUSE SUBSTI TUTE FOR
SENATE BILL NO. 875

A bill to anend 1943 PA 20, entitled

"An act relative to the investnment of funds of public corporations
of the state; and to validate certain investnents,"”

by anmendi ng section 1 (MCL 129.91), as anended by 1997 PA 196.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 1. (1) Except as provided in section 5, the governing
body by resolution may authorize its investnment officer to invest
the funds of that public corporation in 1 or nore of the foll ow ng:

(a) Bonds, securities, and other obligations of the United
States or an agency or instrunmentality of the United States.

(b) Certificates of deposit, savings accounts, deposit
accounts, or depository receipts of a financial institution, but
only if the financial institution conplies with subsection (2).

(c) Commercial paper rated at the tine of purchase within the
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2 highest classifications established by not | ess than 2 standard
rating services and that matures not nore than 270 days after the
date of purchase.

(d) Repurchase agreenents consisting of instrunents listed in
subdi vi sion (a).

(e) Bankers' acceptances of United States banks.

(f) Obligations of this state or any of its political
subdi visions that at the tinme of purchase are rated as investnent
grade by not |less than 1 standard rating service.

(g) Mutual funds registered under the investnent conmpany act
of 1940, title | of chapter 686, 54 Stat. 789, 15 -U-S-G— USC 80a-
1 to 80a-3 and 80a-4 to 80a-64, with authority to purchase only
i nvestment vehicles that are legal for direct investnent by a
public corporation. However, a nutual fund is not disqualified as a
perm ssi bl e investnment solely by reason of either of the follow ng:

(i) The purchase of securities on a when-issued or del ayed
del i very basis.

(ii)) The ability to lend portfolio securities as long as the
nmut ual fund receives collateral at all tines equal to at |east 100%
of the value of the securities |oaned.

(ii) The limted ability to borrow and pl edge a |ike portion of
the portfolio' s assets for tenporary or energency purposes.

(h) oligations described in subdivisions (a) through (g) if
purchased through an interlocal agreenment under the urban
cooperation act of 1967, 1967 (Ex Sess) PA 7, MCL 124.501 to
124.512.

(1) I'nvestnment pools organi zed under the surplus funds
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i nvest ment pool act, 1982 PA 367, MCL 129.111 to 129.118.

(j) The investnment pools organized under the | ocal governnent
i nvest ment pool act, 1985 PA 121, MCL 129.141 to 129. 150.

(2) A public corporation that invests its funds under
subsection (1) shall not deposit or invest the funds in a financial
institution that is not eligible to be a depository of funds
bel onging to the state under a law or rule of this state or the
United States.

(3) Assets acceptable for pledging to secure deposits of
public funds are limted to assets authorized for direct investnent
under subsection (1).

(4) THE GOVERNI NG BODY MAY ENTER | NTO WRI TTEN AGREEMENTS W TH
OTHER PUBLI C CORPORATI ONS TO POOL OR COORDI NATE THE FUNDS TO BE
I NVESTED UNDER THI S SECTI ON W TH THE FUNDS OF OTHER PUBLI C
CORPORATI ONS.  AGREEMENTS ALLOWED UNDER THI' S SUBSECTI ON SHALL
I NCLUDE ALL OF THE FOLLOW NG

(A) THE TYPES OF | NVESTMENTS PERM TTED TO BE PURCHASED W TH
POCLED FUNDS.

(B) THE RI GHTS OF MEMBERS OF THE POOL TO W THDRAW FUNDS FROM
THE POOLED | NVESTMENTS W THOUT PENALTY.

(C) THE DURATI ON OF THE AGREEMENT.

(D) THE METHCD BY WHI CH THE POCL W LL BE ADM NI STERED.

(E) THE MANNER BY VH CH THE PUBLI C CORPORATI ONS W LL RESPOND
TO LI ABI LI TIES I NCURRED I N CONJUNCTI ON W TH THE ADM NI STRATI ON OF
THE POOL.

(F) THE MANNER I N VWH CH STRI CT ACCOUNTABI LI TY FOR ALL FUNDS
W LL BE PROVI DED FOR, | NCLUDI NG AN ANNUAL STATEMENT OF ALL RECEI PTS
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AND DI SBURSEMENTS.

(G THE MANNER BY VWH CH THE PUBLI C CORPORATI ONS W LL ADHERE TO
THE REQUI REMENTS OF SECTI ON 5.

(5) —4)>— As used in this section, "financial institution"
nmeans a state or nationally chartered bank or a state or federally
chartered savings and | oan associ ati on, savings bank, or credit
uni on whose deposits are insured by an agency of the United States
government and that maintains a principal office or branch office
| ocated in this state under the laws of this state or the United
St at es.

(6) 5)— As used in this act:

(a) "CGoverning body" neans the |egislative body, council
comm ssi on, board, or other body having | egislative powers of a
public corporation.

(b) "Funds" neans the noney of a public corporation, the
i nvestment of which is not otherw se subject to a public act of
this state or bond authorizing ordinance or resolution of a public
corporation that permts investnment in fewer than all of the
i nvestnment options listed in subsection (1) or inposes 1 or nore
conditions upon an investnment in an option listed in subsection
(1).

(c) "Investnent officer"” neans the treasurer or other person
designated by statute or charter of a public corporation to act as
the investnent officer. In the absence of a statutory or charter
desi gnation, the governing body of a public corporation shal
desi gnate the investnment officer

(d) "Public corporation"” neans a county, city, village,
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t ownshi p, port district, drainage district, special assessnent
district, or netropolitan district of this state, or a board,
conmmi ssion, or another authority or agency created by or under an

act of the legislature of this state.
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