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= vida Senate - 1988

This publication was produced at an *verage cost of 1.5 cents per page

for the i1nformation of members of

SB 119
By Senator Brown
1 A bill to be ent:itled
2 An act relating to the investment of county and
3 municipal funds; amending ss. 125.31, 166.261,
4 F.S.; providing requirements for the
5 safekeeping of securities purchased by such
6 entit:ies; providing an effective date.
7
8| Be It Enacted by the Legislature of the State of Florida:
9
10 Section 1. Paragraph (a) of subsection (2) of section

11{ 125.31, Florida Statutes, 1s amended to read:
12 125.31 1Investment of surplus public funds;

13{ regulations.-~-

.eqgislature and the public.

14 {2){a) Every security purcnased by-any-suck-board

S| under the-suthoriey-of tnis section on behalf of the governing

16| body of a county *aw shall be properly earmarked and:

17 1. If registered with the i1ssuer or 1its agents, shall

18| be 1mmed:ately placed for safekeeping in a location which

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

20 2. If in book entry form, shall be held for the credit

21| of the qgoverning body of the county by a depository chartered

22| by either the Federal Government or the state and shall be

23| kept by the depository in a separate account; or

24 3. Shall be immediately placed for safekeeping 1in a

25| safety-deposit box 1n a financial seme-bank-er institution in

26| this state that maintains earryrng adequate safety-deposit box

27| 1insurance wrthrn-suech-countyr-and-ne-wrthdrawat-ef-such

28| securstres-in-whote-or-in-part-shaii-be-made-frem-such-safety-
29| depesit-box-except-upon-authorrty-svidenced-bhy~resetutxron-aé
30| the-board-ef-county-commrastansrcs-af-such-ecunty.

31

1
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10-798-88

Section 2. Paragraph (a) of subsection (2) of section
166.261, Florida Statutes, 1s amended to read:

166.261 Municipalities: investments.--

(2)(a) Every security purchased hy-amy-such-govern:ng
bedy under this section on behalf of the governing body of a
municipality shall be properly earmarked and:

1. If reqistered with the 1ssuer or its agents, shall

be immediately placed for safekeeping in a location which

protects the governing body’'s interest in the security:

2. _If in book entry form, shall be held for the credit

of the governing body of the county by a depository chartered

by either the Federal Government or the state and shall be

kept by the depository in a separate account; or

3. Shall be immediately placed for safekeeping 1n a
safety-deposat box in a financial bamk-er 1nstitution in this

state that maintains cerrying adeguate safety-deposit box

insurance wrthin-the-county-tn-wheeh~the-munzerparrty—~s
sretuatedr-and-no-withdrawai-of-such-securrtiesy-sn-whoie-or-:n
parer-shati-be-made-£rom-such-sefety-deposzt-box-execept-upon
authorzty-evidenced-by-resetutren-of-the-governtng-body-of-the
munierpatity,

Section 3. This act shall take effect October 1, 1988.

KRARRANARAKRRARRARARRRARRRARN N ANRN AR R AR

SENATE SUMMARY
Provides requirements for the safekeeping of securities

purchased on behalf of county or municipal governing
bodies.

2




Fi~rida Senate - 1988

CS for SB #/7

By the Committee on Economic, Community and Consumer Affairs and
Senator Brown

11| 125.31, Florida Statutes, is amended to read:

12 125.31 Investment of surplus public funds:;

.slature and the public,

13| requlations.--~

1 A bill to be entitled
2 An act relating to the investment of county and
3 municipal funds; amending ss. 125.31, 166.261,
4 F.S.; providing requirements for the
& S safekeeping of securities purchased by such
E‘ 6 ent:ities; providing an effective date.
821 1
@
L 8| Be It Enacted by the Legislature of the State of Florida:
8 9
(T3]
- 10 Section 1. Paragraph (a) of subsection (2) of section
e
e
7]
o
Q0
®
e

14 (2)(a) Every security purchased by-any-such-board

15! under the-anthority-of this section on behalf of the governing

16| body of a county *aw shall be properly earmarked and:

17 1. If registered with the issuer or its agents, shall

18| be immediately placed for safekeeping in a location which

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

20 2. If in book entry form, shall be held for the credit

21| of the governing body of the county by a depository chartered

22| by either the Federal Government or the state and shall be

23| kept by the depository in an account separate and apart from

24| the assets of the financial institution; ot

25 3. If physically issued to the holder., but not

This publication was produced at an av
for the information of members of the

26| registered with the i1ssuer or 1ts agents, shall be immediately

27| placed for safekeeping in a safety-deposit box i1n a financial

28| some-bank-of institution in this state that maintains ecarrying

29| adequate safety-deposit box i1nsurance wsthrn-such-county;-end

30| ne-wrthdrawai-of-such-seeuritres-in-whoie-or-in-part-shati-be

31| mmade-from~-such-safety-depostt-box-except-upon-aunthorsey
1
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311-1827-88 Cs for SB 419

evidenced-by-resciution-of-the-board-of-county-commssszoners
of-such-eeounty.

Section 2. Paragraph (a) of subsection (2) of section
166,261, Florida Statutes, is amended to read:

166.261 Municipalities:; investments.--

(2)(a) Every security purchased by-any-sach-governzng

body under this section on behalf of the governing body of a

municipality shall be properly earmarked and:
1. If registered with the issuer or its agents, shall

be immediately placed for safekeeping in a location which

protects the governing body's interest in the security;

2. If 1n book entry form, shall be held for the credit

of the governing body of the municipality by & depository

chartered by either the Federal Government or the state and
shall be kept by the depository in an account separate and
apart from the assets of the financial institution; or

3. 1f physically issued to the holder, but not

reqgistered with the issuer or its agents, shall be immediately

placed for safekeeping i1n a safety-deposit box in a financial

bank-or institution 1n thig state that maintains carrysrng

adequate safety-deposit box insurance withzn-the-county-in
which-the-municiparrey-is-aitnateds-and-noe-withdrawai-af-such
seeurrtiesy-xn-whole-or-in~parey-shati-be-made-from-such
safety-deposit-box-except-upon-antherrty~evidenced-by
reseiution-of-the-governing-body-of-the-municrpatzey.

Section 3. This act shall take effect October 1, 1988.

2




STATEMENT OF SUBSTANTIAL CHANGES CONTAINED IN
COMMITTEE SUBSTITUTE FOR
Senate Bill 419

Clarifies that certain securities held for the credit of a
county or municipal governing body are to be kept in an

account separate from that of the responsible financ:al
institution.

Clarifies that only securities which are physically issued to
a local government, but which are not registered with the
1ssuer or its agents, must be placed in a safety-deposit box.



Florida House of Representatives - 1988 HB 116[‘

By Representative Hallace

1 A bill to be entitled

2 An act relating to public fundsj amending ss.

3 125.31, 166.261, 215.47, and 219.075, F.S.};

4 providing for the 1investment of surplus public

5 funds of counties, county officers, and

6 municipalities; and state trust funds, 1in

7 securities of , or other interests 1in, certain

8 open-end or closed-end management-type

9 investment companies or ainvestment trusts
10 registered under the Investment Company Act of
11 19405 amending ss. 280.13 and 280.14, F.S.3

12 providing that such securities or interests may

13 be pledged as security for public deposits by

14 banks or savings associations; providang an

5 effective date.
16
17}Be It Enacted by the Legislature of the State of Florida:

18

19 Section 1. Paragraphs (d) and (e) of subsection (1) of
20 | section 125.31, Florada Statutes, are amended, and paragraph
2l]| (f) 1s added to said subsection, to read:
22 125,31 Investment of surplus public funds}

23 | regulations.~~

24 (1) Unless otherwise authorized by law or by

25| ordinance, the board of county commissioners shall, by

26 | resolution to be adopted from time to time, ainvest and

27 | reinvest any surplus public funds 1n 1ts control or possession
28| 1n:

'9 (d) Obligations of the federal farm credit banksj the
20| Federal Home Loan Mortgage Corporation, including Federal Home
31| Loan Mortgage Corporation participation certificates; or the

1
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Florida House of Representatives - 1988 HB 1164
152-92-3-8

Federal Home Loan Bank or its district banks or obligations
guaranteed by the Government National Mortgage Association; er
(e) Obligations of the Federal National Mortgage
Association, including Federal National Mortgage Association
participation certificates and mortgage pass-through
certificates guaranteed by the Federal National Mortgage
Association} or=

(f) Securaities of, or other interests in, any open-end
or closed-end management-type investment company or investment
trust regqistered under the Investment Company Act of 1940, 15

U.S.C. s. 80a-1 et seq., as amended from time to time,

VO ® N O U W N -

-
~ O

[
N

provided that the portfolio of such investment company or
investment ust 1s limited to United States government
obligations and to repurchase agreements fully collateralized
by such United States government obligations, and provided
further that any such investment company or investment trust
shall take delivery of such collateral either directly or
through an aythorazed custodian.

Section 2. Paragraphs (d) and (e) of subsection (1} of

[
W

(@)
£

[
Ul

[
o

[
~

N e
o v O

section 166.261, Florida Statutes, are amended, and paragraph

N
™

(£} 1s added to said subsection,; to read:

nN
N

166.261 Municipalities} investments.--

n
W

(1) Unless otherwise authorized by law or by

N
Py

ordinance, the governing body of each municipality shall, by

N
5,

resolution to be adopted from time to time, invest and

~N
[

reinvest any surplus public funds an 1ts control or possession

27| in:
28 (d) Obligations of the federal farm credit banks3 the
29| Federal Home Loan Mortgage Corporation, including Federal Mome

W
S

Loan Mortgage Corporation participation certificates; or the

W
=
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Florida House of Representatives - 1988 HB 1164
152-92-3-8

Federal Home Loan Bank or 1its district banks or obligations
guaranteed by the Government National Mortgage Associationj; eor
(e) Obligations of the Federal National Mortgage
Association, including Federal National Mortgage Association
participation certificates and mortgage pass-through
certificates guaranteed by the Federal National Mortgage
Associationj_or=

[f) Securities of, or other interests in, any open-end
or closed-end management-type investment company or investment

trust regastered under the Investment Company Act of 1940, 15
U.S.C. s. 80a-1 et seq., as amended from time to time,

O By 0 S WN

-
o

-
-

o
N

provided that the portfolio of such investment company or
Anvestment trust i1s limpted to United States government

[
W

P
p

obligations and to repurchase agreements fully collateralized

L'

by such United States government obligations, and provided

16| further that any such investment company or investment trust
17lshall take delivery of such collateral eather directly or

18 | through an authorized custodian.

19 Section 3. Paragraph (o) 1s added to subsection (1) of
20 | section 215.47, Florada Statutes, to read:

21 215.47 Investments; authorized securities.--Subject to
22| the laimitations and conditions of the State Comstitution or of
23| the trust agreement relating to a trust fund, moneys available
24| for investments under ss. 215,44-215,53 may ke 1invested as

25| follows:

26 (1) Without limitation in:
27 (o) Securities of, or other interests in, any open-end

"8| or closed-end management-type investment company or investment

9| trust registered under the Investment Company Act of 1940, 15

30|U.S.C. s. 80a-1 et seg., as _amended from time_to time,

31| provided that the portfolio of such investment company or

3
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Florida House of Representatives - 1988 HB 1166
152-92-3-8

anvestment trust is limited to United States government

obligations and to repurchase agreements fully collateralized
by such United States government obligations, and prov
further that any such investment company or investment trust
shall take delivery of such collateral either directly or
through an authorized custodian.

Section 6, Paragraph (a) of subsection (1] of section

219.075, Florida Statutes, i1s amended to read:

O M N & P WN

219.075 Investment of surplus funds by county

officers.--

=
O

(1)(a) Except when another procedure is prescribed by

s
N

law or by ordinance as to particular funds, a tax collector or

[
W

any other county officer having, receiving, or collecting any

-
o

money, either for his office or on behalf of and subject to

-
n

subsequent distribution to another officer of state or local

Y-t
o

government, while such money 1s surplus to current needs of

-
1Y

his office or 1is pending distribution, shall invest such

[
o]

moneys without limitation, an:

[
\D

1. The Local Government Surplus Funds Trust Fund, as
created by s. 218.405%

NN
~ O

2. Bonds, notes, or other obligations of the United

N
n

States guaranteed by the United States or for which the credat

~N
W

of the United States is pledged for the payment of the

N
£

princaipal and interest or diviadendsi or

[
wn

3. Interest-bearing time deposits or savings accounts

0N
[-))

1n banks organized under the laws of thas state, in national

~N
~N

banks organized under the laws of the United States and doing

[N
®

business and situated in thas state, in savings and loan

(M)
O

assocjations which are under state superviasion, or in federal

W
(=]

savings and loan associations located in this state and

w
=

organized under federal law and federal supervision, provided

(Y
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Florida House of Representatives - 1988 HB 1164
152-92-3-8

that any such deposits are secured by collateral as may be
prescribed by law} or~s

4. Securities of, or other interests in, any open-end
or closed-end management-type investment company or investment
trust registered under the Investment Company Act of 1940, 15

U.S.C. s. 80a-1 et seq., as amended from time to time,
provided that the portfolio of such investment company or

investment trust 1s limited to United States government

O ® N o N & W N

obligations and to repurchase agreements fully collateralized

10| by _such United States government obligations,_and provided

11 further that any such investment company or investment trust

12| shall take delivery of such collateral either directly or
13| through an authorized custoaxan.

16 Section 5. Paragraph (p) 1s added to subsection (1) of
15| section 280.13, Florida Statutes, to read:

16 280.13 Collateral eligible for pledge by banks.--

17 (1) Securities eligible to be pledged as collateral by

18| banks shall be limited to:

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

20| or closed-end management-type investment company or investment
21| trust registered under the Investment Company Act of 1940, 15

22|U.S.C. s. 80a-1 et seq., as amended from time to taime,

23 | provaded that the portfolio of such investment company or
26 ] investment trust is limited to United States government

251 oblagations and to repurchase agreements fully collateralized
26 by such United States government obligations, and provided

27 ) further that any such_investment company or investment trust
28| shall take delivery of such collateral either directly or

29| through an authorized custodian.

20 Section 6. Paragraph (q! is added to subsection (1) of

31| section 280.14, Florida Statutes, to read:
5
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Florida House of Representatives - 1988 HB 1164
152-92-3-8

280.14 Collateral eligable for pledge by savings
associations.--

(1) Securities eligible to be pledged as collateral by
savings associations shall be lamated to:

1gq) Securities of, or other interests_in, any open-end
or_closed-end management-type investment company or ainvestment
trust regqistered under the Investment Company Act of 1940, 15
U.S.C. s. 80a-1 et seq., as amended from time to time,
provided that the portfolio of such investment company or
investment trust is limited to United States government

O 0O N 00 U & W N =

-
Q

11} obligations and to repurchase agreements fully collateralized
12 by _such Unated States government obligations, and provided
13| further any such investment company or ainvestment trust
14| shall take delivery of such collateral either directly or

[
n

through an authorized custodian.

16 Section 7. This act shall take effect October 1, 1988.

17

18 6306 JEP6.36 36 36 6 36 36 36 336 36 JEFEIE I 36 96 6 36 36 36 36 J6 I 6 36 6 6 36 36 FE JE I I 6 6

19 '"HOUSE SUMMARY

20 Provides for the investment of surplus public funds of
counties, county officers, and municipalities, and state

21 trust funds, 1in securities of, or other interests ain,
certain open-end or closed-end management-type investment

22 companies or investment trusts regxstered under the
Investment Company Act of 1940. rovides that such

23 securities or interests may be pledged as security for

20 public deposits by banks or savings associations.

25

26

27

28| Thas publication was produced at an average cost of 1.12 cents

per single page 1n compliance with the Rules and for
the anformation of members of the Legislature and the public.

nN
0

W
o

w
-
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Florida Senate - 1988

rage cost of 1.5 cents per page
:g1slature and the public.

This publication vas produced at an
for the information of members of t

SB 821

Senator Grant

[T- - N -,

10
11
12
13
14
15
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A bill to be entaitled
An act relating to investment in, or pledge of,
securities of or interests in certain
investment companies or investment trusts;
amending ss, 125.31, 166.261, 215.47, 219.075,
F.S.; providing for the investment of public
funds in securities of, or other interests in,
certain open-end or closed-end management type
investment companies or investment trusts
registered under the Investment Company Act of
1940; amending ss. 280.13, 280.14, F.S.:
providing that securities of, or other
Lnterests in, certain open-end or closed-end
management type investment companies or
investment trusts registered under the
Investment Company Act of 1940 may be pledged
as security for public¢ deposits by banks or
savings associations; amending s. 665.0701,
F.S.; providing that savings associations,
savings and loan associations, and building and
loan associations may invest, without
limitation, 1n securities of, or other
interests :in, certain open-end or closed-end
management type 1nvestment companies or
investment trusts registered under the
Investment Company Act of 1940; providing an

effective date.

Be It Enacted by the Legislature of the State of Florida:

1
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21-1069-88

Section 1., Paragraph (f) :1s added to subsection (1) of
section 125.31, Florida Statutes, to read:

125.31 Investment of surplus public funds;
regulationsg,.--

(1) Unless otherwise authorized by law or by
ordinance, the board of county commissioners shall, by
resolution to be adopted from time to time, invest and
reinvest any surplus public funds in its control or possession
in:

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

or closed-end management tzge i1nvestment company or investment

trust reqistered under the Investment Company Act of 1940, 15

U.S.C. ss. 80a-1 et seg., as amended from time to time,
provided the portfolio of such investment company or

investment trust is limited to United States Government

obligptzons and to repurchase agreements fully collateralized

by such United States Government obligations and provided such

investment company or investment trust takes delivery of such

collateral either directly or through an authorized custodian.

Section 2. Paragraph (f) 1s added to subsection (1) of

section 166.261, Florida Statutes, to read:

166.261 Municipalit:ies; investments.-—-

(1) Unless otherwise authorized by law or by
ordinance, the governing body of each municipality shall, by
resolution to be adopted from time to time, invest and
reinvest any surplus public funds in its control or possession
in:

(f) Securities of, or other interests in, any open-end
or closed-end management type investment company or investment
trust registered under the Investment Company Act of 1940, 15

0.S.C. ss. 80a-l et seqg., as amended from time to time,

2
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21-1069-88

provided the portfolio of such investment company or

investment trust is limited to United States Government

obligations and to repurchase agreements fully collateralxzeq

by such United States Government obligations and provided such

1nvestment company or investment trust takes delivery of such

collateral either directly or through an authorized custodian.

Section 3. Paragraph (o) 1s added to subsection (1) of
gection 215.47, Florida Statutes, to read:

215.47 1Investments; authorized securities.--Subject to
the limitations and conditions of the State Constitution or of
the trust agreement relating to a trust fund, moneys available
for i1nvestments under ss. 215.44-215.53 may be invested as
follows:

(1) Without limitation in:

(0] Securities of, or other interests in, any open-end

or closed-end management type investment company or investment

trust registered under the Investment Company Act of 1940, 15

0.S.C. ss. 80a-1 et seg., as amended from time to time,

provided the portfolio of such investment company or

investment trust is limited to United States Government

obligations and to repurchase agreements fully collateralized

by such United States Government obligations and provided such

1nvestment company or investment trust takes delivery of such

collateral either directly or through an authorized custodian.

Section 4. Paragraph (a) of subsection (1) of section
219.075, Florida Statutes, 1s amended to read:

219.075 Investment of surplus funds by county
officers.--

{l1)(a) Except when another procedure :s prescribed by
law or by ordinance as to particular funds, a tax collector or
any other county officer having, receiving, or collecting any

3
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21-1069-88

money, either for his office or on behalf of and subject to
subsequent distribution to another officer of state or local
goverament, while such money is surplus to current needs of
his office or is pending distribution, shall invest such
money, without limitation, 1in:

1. The Local Government Surplus Funds Trust Fund, as
created by s. 218.40S;

2. Bonds, notes, or other obligations of the United
States guaranteed by the United States or for which the credit
of the United States is pledged for the payment of the
principal and interest or dividends; or

3. Interest-bearing time deposits or savings accounts
in banks organized under the laws of this state, in national
banks organized under the laws of the United States and doing
business and situated i1n this state, in savings and loan
associations which are under state supervision, or in federal
savings and loan associations located in this state and
organized under federal law and federal supervision, provided
that any such deposits are secured by collateral as may be
prescribed by law; orr

4. Securities of, or other interests in, any open-end

or closed-end management type investment company or investment

trust registered under the Investment Company Act of 1940, 15

U.S.C. ss. 80a-1l et seg., as amended from time to time,

provided the portfolio of such investment company or

investment trust 1s limited to United States Government

obligations and to repurchase agreements fully collateralized

by such United States Government obligations and provided such

investment company or investment trust takes delivery of such

collateral either directly or through an authorized custodian.

4
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Section 5. Paragraph (p) 1s added to subsection (1) of
section 280.13, Florida Statutes, to read:

280.13 Collateral eligible for pledge by banks.--

(1) Securit:ies eligible to be pledged as collateral by
banks shall be limited to:

{p) Securities of, or other interests in, any open-end

or closed-end management type investment company or investment

trust reqistered under the Investment Company Act of 1340, 15

U.S.C. sg. 80a-1 et seqg., as amended from time to time,

provided the portfolio of such investment company or

investment trust 1s limited to United States Government

obligations and to repurchase agreements fully collateralized

by such United States Government obligations and provided such

investment company or investment trust takes delivery of such

collateral erther directly or through an authorized custodian.

Section 6., Paragraph (q) 1s added to subsection (1) of
section 280.14, Florida Statutes, to read:

280.14 Collateral eligible for pledge by savings
associations.--

(1) Securities eligible to be pledged as collateral by
savings associations shall be limited to:

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

or closed-end management type investment company or investment

trust registered under the Investment Company Act of 1940, 15

U.S.C, ss. 80a-1 et seqg., as amended from time to time,

provided the portfolio of such investment company or

investment trust 18 limited to United States Government

obligations and to repurchase agreements fully collateral:ized

by such United States Government obligations and provided such

investment company or investment trust takes delivery of such

5
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collateral either directly or through an_authorized custodian.

Section 7. Paragraph (n) 1s added to subsection (1) of
gection 665.0701, Florida Statutes, to read:

665.0701 Investment powers and limitations.--An
association may invest its funds subject to the following
definitions, restrictions, and limitations:

(1) INVESTMENTS NOT SUBJECT TO LIMITATION.-~-There is

no limitation, with respect to the total assets of the

8 o Ny 0 S w N -~

investing association, on the following investments:

[
o

{n) Securities of, or other interests in, any open-end

11) or closed-end management type investment company or investment

12 trust registered under the Investment Company Rct of 1940, 15

13) U.S.C. ss. 80a-1 et seg., as amended from time to_;xgsi

14] provided the portfolio of such investment company or

15) investment trust 1s limited to United States Government

16| obligations and to repurchagse agreements fully collateralized

17| by such United States Government obligations and provided such

18| investment company or investment trust takes delivery of such

19 collateral either directly or through an authorized custodian.

20 Section 8. This act shall take effect October 1, 1988.
ARRRRAARNRAARNRRNAARARRRARRAANANANRRAANR AR A

21

22 SENATE SUMMARY
Authorizes a board of county commissioners, a county

23 officer, the governing body of a municipality, and the
State Board of Administration to invest public funds that

24 are available for investment in securities of, or other
interests in, open-end or closed-end management type

25 investment companies or i1nvestment trusts registered
under the Investment Company Act of 1940, provided the

26 portfolio of such company or trust 1s limited to United
States Government obligations and to repurchase

27 agreements fully collateralized by such obligations and
provided such company or trust takes delivery of such

28 collateral either directly or through an authorized
custodian. Also provides that such securities of, or

29 interests in, such companies or trusts may be pledged by
banks and savings associations as security for public

30 deposits. Further provides that savings associations,
including savings and loan associations and building and

31 loan associations, may invest in such securities or

interests, without llmltatiog.
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By Representative Ascherl

L A b211 to be entitled

2 An act relating to local government financial

3 matters; amending ss. 125.31, 166.261, and

4 218.345, F.S.3 revising requirements relating

5 to safekeepaing of securities purchased on

6 behalf of counties, municipalities, and special

7 districts pursuant to provisions authorizing

8 investment of surplus public funds; providing

9 an effective date.
10
11| Be It Enacted by the Legislature of the State of Florada:
12
13 Section 1. Paragraph {a) of subsection (2) of section
14| 125.31, Florida Statutes, 1s amended to read:

5 125.31 Investment of surplus public funds}
16| regulations.--
17 (2j(a) Every securaty_purchased on behalf of the board
18| under this section shall be properly_ earmarked and, if
19§ physically assued to the holder but not registered with the
20| 1ssuer, or 1ts agents, shall immediately be placed for
21| safekeepang 1n_a safety-deposit box ain a finapcial aipnstitution
22| carryang_adequate safety-deposit box insurance within the
23| state of Florida, or if registered with the issuer or its
26| agents, then in_a location which adequately protects the
25| government's interest in the security, or 1f in book entry

26| form, then held for the credat of the board by any depository
27| chartered by the United States Government or the State of

28| Florida or thear designated agents_in such a manner that these
9] securaties will be kept separate and apart from the assets of
30| such a financial anstatution. Every-seeur:ty-purchased-by-any
31| such-board-under-the-authoraty-of ~thrs-aw-shaii-be-properiy
1
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earmarked-and-immedratety-piaced-for-safekeeping-:n-a-safety-
depos:t-box-1n-some-bank-or-:nstrtution-carry:ng-adequate
safety-depos:t-box-znsurance-wrthzn-such-countys-and-no
withdraval-of -such-secur:tzes-2n-whole-or-rn-part-shati-be
made-from-such-safety-deposzrt-box-except-upon-authorazty
evrdenced-by-resoiutron-of-the-board-of-county ~commess:roners
of-such~-county-

Section 2. Paragraph ta) of subsection (2] of section

O ® N & U H W N

166.261, Florida Statutes, 1s amended to read:
10 166.261 Municipalities; investments,--

11 {2)(a) Every security purchased on behalf of the

12| govenring body under this section shall be properly earmed

13|and, 1f physically issued to the helder but not registered

14| with the aissuer, or 1ts agents, shall immediately be placed

15| for safekeeping in a safety-deposit box in a financaial

16| anstatution carrying_adequate safety-deposit box_insurance

17| wathan the State of Florada, or if reqistered with the issuer

18( or 1ts agents, then 1n a location which adeguately protects

19} the _government's interest in_the security, or if in _book entry

20| form, then held for the credit of the governing body by any

21| depository chartered by the United States Government or the

22| State of Florida or theair designated agents in_such a manner

23| that these securities will be kept separate and apart from the

24| assets of such a financial anstitution. Every~securxty

25| purchased-by-any~such-governing-body-under-thrs-sectron-shaii
26| pe-properiy-earmarked-and-:mmed:ately-piaced-for-safekeeprng
27| tn-a-~safety-depostrt-box-2n-a~bank-or-instrtutron-carryzng

28| adequate-safety-depos:it-box-insurance-within-the-county-:n !
29| whach-the-municrpalrty~1s-srtuateds-and-no-wrthdrawvak-of -such
30| securztresy-rn-whoite-or-:n-party-shaii-be-made-from-such

31
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safety-depos:it-box-except-upon-authorzty-evidenced-by
resolution-of -the-govern:zng-body-of-the-municxrpairty~

Section 3. Paragraph (a) of subsection (2) of section
218.345, Florida Statutes, is amended to read:

218 345 Special districtss ainvestments.--

(2¥ta) Every securaity purchased on behalf of the
governang body under this section shall be properly earmarked
and, i1f physically issued to the holder but not registered
with the issuer, or its agents, shall immediately be placed
10| for safekeeping 1n a safety-deposit box in a financial

11| instatution carrying adequate safety-deposit box insurance
12| wathin the State of Florida, or if registered with the 1issuer

-« - B V- S B N L

131 or 1ts agents, then in a location which adegquately protects
16 | the government's interest in the security, or 1f in book entry

5| form, then held for the credit of the govenraing body by an

16 | depository chartered by the United States Government or the

171 State of Florida or thear designated agents in such a manner
18| that these securaties will be kept separate and apart from the
19| assets of such a finapcial institution, Alil-secur:tzes

20| purchased-by-any-such-geverning-body-under-thaxs-sectron-shati

21| be-property-earmarked-and-immediately-placed-for-safekeepzng
22| sn-a-safety-depossrt-box-rn-a-bank-or-nstartutron-earry:ng

23 | adequate-safety-deposst-box-insurance-warthin~-the-drstrrety-and
26| no-wathdrawal-of -such-securrtzes-rn-whoite-or-rn-part-shati-pe
25 | made-from-sueh-safety-deposst-box-except-upon-anthoraty

26 | evidenced-by-resolutron-of -the-governing-body-of -the-drstrret-

27 Section 4. Thias act shall take effect October 1, 1988.
28
9
30
31
3
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363626 26 36 26 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 36 3 3 I I I F H 3 3 3
HOUSE SUMMARY

Revises requarements relatxng to safekeepang of
securaties purchased on behalf of counties,

municapalaties,; and special districts pursuant to
ro;xsxons authorizang investment of surplus public
unds.
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This publication was produced at an average cost of 1.12 cents
er single page in compliance with the Rules and for
he information of members of the Legislature and the public.
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SB 821

HB

The Committee on...Gov. Operations...

amendment which was moved by Senator.....

SENATE COMMITTEE AMENDMENT

No. 3

(reported favorably)

Senate Amendment

In title, on page .....l..,.., line ...13... ., strike

or closed-end

.recommended the following

veasses.0...and adopted:
and failed:

If amendment is

text from another bill 1insert:

No _
Bill No. Draft No. With Changes? Yes
and-tnserts ==
reproduced by
FLORIDA STATE ARCHIVES
DEPARTMENT OF STATE
R. A. GRAY BUILDING
Tahanassee, FL 32399~02i(/)
Series __| ®__ Carton _’Ll
1
88s0821/9003
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* Amendment No.

3,

taken up by committee: 05/03/88 Adopted X

* OQffered by Senator McPherson Failed

*
*
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{Amendment No.
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SENATE COMMITTEE AMENDMENT
SB 821 No.

2
(reported favorably)
HB

The Committee on...Gov. Operations....recommended the following

amendment which was moved by Senator...............and adopted:
and failed:

Senate Amendment

On page ....5..,..., lines ..5 & 22.,

before the word "Securities"

If amendment 1s text from another bill insert:
No
Bill No. Draft No. With Changes? Yes

insert:

The Treasurer may, in his discretion, allow

geries

1
88s0821/go02
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*
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Amendment No. _2, taken up by committee: 05/03/88 Adopted X

Offered by Senator McPherson Failed

*
*
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SENATE COMMITTEE AMENDMENT
SB 821 No.

1
(reported favorably)
HB

The Committee on...Gov., Operations....recommended the following
amendment which was moved by Senator...............and adopted:

and failed:
Senate Amendment

On page ....5....., lines ..7 & 23., strike

or closed-end

If amendment is text from another bill insert:
No

Bill No. Draft No. With Changes? Yes

and-inserts

GQOPY

Teproduced by
FLORIDA STATE ARCHIVES
DEPARTMENT OF STATE
R A GRAY BUILDIN%
Yallahassee, FL 32399-0.50

e
Sertes 15 Cartop L-_’.’."/ !

1
88s0821/go01
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* Amendment No. _1, taken up by committee: 05/03/88 Adopted X
* Offered by Senator McPherson Failed

*
*
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REVISED: _ BILL NO. SB 419

DATE: April 13, 1988 Page 1

SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT

ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Bradley~@@/3 Buck OP 1. ECCA
2. 2. FTC
2i5 3.
4, 4
SUBJECT: BILL NO. AND SPONSOR:
The Investment of County SB 419 by
and Municipal Funds Senator Brown

I. SUMMARY :
A. Present Situation:
Sections 125,31 and 166.261, F.S., establish virtually

1dentical provisions for the investment of surplus public funds
by counties and municipalities. As used 1n these sections, the

term "surplus funds" means funds 1n any general or special
account of the county or municipality, held or controlled by
the county commission or governing body, which funds are not
expected to be needed for their intended purpose within a
reproduced by reasonable time from the date of their investment. Unless
FLORIDA STATE ARCHIVES otherwise authorized by law or ordinance, such funds may be
DEPARTMENT OF STATE invested i1n the Local Government Surplus Funds Trust Fund;
R. A GRAY BUILDING interest-bearing time deposits or savings accounts in banks and
Tallahassee, FL 32399-0250 savings and loan associations located in Florida; obligations
{% Carton 30 of the federal farm credit banks, the Federal Home Loan
Sernes —_ Mortgage Corporation, Federal Home Loan Bank, the Government

National Mortgage Association, and the Federal National
Mortgage Association. Every security purchased by a local
government must be placed for safekeeping in a safety-deposit
box 1n a bank or institution which carries adequate safety-
deposit box insurance and is located within the county. The
governing body may also recelve bank trust receipts in return
for investment of surplus funds 1n securities, which receipts
must enumerate the securities held and contain the specific
number of each security.

Advances in electronic technology have altered the way in which
securities transactions are conducted to the extent that most
transactions today consist of wire entries for registered
securities, Since the ownership of the securities 1s
registered and since the securities may not be 1ssued as paper
documents which must be safeguarded, local government
compliance with the provisions of current law is usually
unnecessary or impossible.

B. Effect of Proposed Changes:

The proposed bill would conform requirements for local
government safekeeping of securities by making the placement of
securities 1n a safety-deposit box an option rather than a
requirement, In addition, local governments could store
registered securities 1n a location adequate to protect the
governing body's interest in the security. If in book entry
form, the securities must be held for the credit of the
governing body by a state or federally chartered depository 1in
a separate account.

The provisions are scheduled to take effect October 1, 1988.

II. ECONOMIC IMPACT AND FISCAL NOTE:

A. Public:
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None.
B. Government:
To the extent that local governments are able to avoid
unnecessary rental fees for safe deposit boxes and avoid audit
problems due to noncompliance with obsolete provisions,
taxpayers' funds will be saved.
III. COMMENTS:

No comparable proposal has been filed i1n the House of
Representatives.

IV. AMENDMENTS:

None.
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DATE: April 15, 1988 Page _1

SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT

ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Bradleyd#f Buck D> 1. ECCA FAV/CS
2. 2. FTC
5 — 3.
4. 4.
SUBJECT: BILL NO. AND SPONSOR:
The Investment of County CS/SB 418 by ECCA
and Municipal Funds and Senator Brown

I. SUMMARY :
A. Present Situation:

Sections 125.31 and 166.261, F.S., establish virtually
1dentical provisions for the i1nvestment of surplus public funds
by counties and municipalities. As used in these sections, the
term "surplus funds” means funds 1n any general or special
account of the county or municipality, held or controlled by

N the county commission or governing body, which funds are not
. expected to be needed for their intended purpose within a
f' ; reasonable time from the date of their investment. Unless

feproauced by
FLORIDA STATE ARCIIIVES
DERPARTMENT CF STATE

otherwise authorized by law or ordinance, such funds may be
invested i1n the Local Government Surplus Funds Trust Fund;
interest-bearing time deposits or savings accounts 1n banks and
savings and loan associations located in Florida; obligations

R. ) 3
Tmmmg GR?{BLLEH{J of the federal farm credit banks, the Federal Home Loan
see, 32399-0250 Mortgage Corporation, Federal Home Loan Bank, the Government
Series Canon/ 30 National Mortgage Association, and the Federal National

e

Mortgage Association. Every security purchased by a local
government must be placed for safekeeping 1n a safety-deposit
box 1n a bank or institution which carries adequate safety-
deposit box 1nsurance and is located within the county. The
governing body may also receive bank trust receipts in return
for investment of surplus funds in securities, which receipts
must enumerate the securities held and contain the specific
number of each security.

Advances in electronic technology have altered the way 1n which
securities transactions are conducted to the extent that most
transactions today consist of wire entries for registered
securities, Since the ownership of the securities 1is
registered and since the securities may not be issued as paper
documents which must be safeguarded, local government
compliance with the provisions of current law is usually
unnecessary or impossible.

B. Effect of Proposed Changes:

The proposed bill would update requirements for the safekeeping
of securities by local governments by authorizing 3 different
options for safeguarding the securities depending on the manner
1in which they were 1ssued. Local governments could store
registered securities in a location adequate to protect the
governing body's interest in the security. If in book entry
form, the securities must be held for the credit of the
governing body by a state or federally chartered depository in
an account separate and apart from the assets of the financial
institution, If physically issued to the holder, but not
registered with the 1ssuer or 1ts agents, the securities must
be 1mmediately placed in a safety-deposit box.

The provisions are scheduled to take effect October 1, 1988.



REVISED: BILL NO, CS/SB 419

DATE: April 15, 1988 Page _2
II. ECONOMIC IMPACT AND FISCAL NOTE:
A. Public:
None.
B. Government:
To the extent that local governments are able to avoaid
unnecessary rental fees for safe deposit boxes and avoid audit
problems due to noncompliance with obsolete provisions,
taxpayers' funds will be saved.
III. COMMENTS:
A si1milar proposal has been filed by Representative Ascherl as HB
1384. This measure applies the same provisions for the storage of
securities to special districts, in addition to counties and
municipalities,
IV. AMENDMENTS:

None.
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BILL NO. SB 418

DATE: April 29, 1988 Page _1
SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT
ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Bradley| (" Buck 1. ECCA FAV/CS
2. Boyle . Beqgs 2. FTC Favorable
3. / 3.
4. % 4.
SUBJECT: BILL NO. AND SPONSOR:
The Investment of County SB 419 by
and Municipal Surplus Funds Senator Brown and ECCA

I. SUMMARY:

A.

Present Situation:

Sections 125.31 and 166.261, F.S., are virtually identical
provisions for the i1nvestment of surplus public funds of
counties and municipalities. "Surplus funds" are those not
expected to be needed for their intended purpose within a
reasonable time from the date of their investment. These
sections specify in which securities surplus funds may be
invested. Every security purchased by a local government must
be placed for safekeeping in a safety-deposit box in a bank or
institution which carries adequate safety-deposit box insurance
and is located within the county and may not be withdrawn
except by resolution by the county or municipality.

Advances in electronic technology have altered the way in which
securities transactions are conducted to the extent that most
transactions today consist of wire entries for registered
securities. Since the ownership of the securities is
registered and since the securities may not be issued as paper
documents which must be safeguarded, local government
compliance with the provisions of current law 1s usually
unnecessary or impossible.

Effect of Proposed Changes:

In addition to requiring holding unregistered securities a
safety deposit tax, the bill requires local governments to
store registered securities in a location adequate to protect
the governing body's interest in the security or, if the
security was issued electronically in book entry form, it must
be held for the credit of the governing body by a state or
federally chartered depasitory in an account separate and apart
from the assets of the financial institution.

The bill deletes the prohibition against withdrawing securities
except by resolution by the county or municipality.

II. ECONOMIC IMPACT AND FISCAL NOTE:

A.

pPublic:

None.

Government :

Local: Local governments may more efficiently administer the
investment of their surplus funds. Local governments
will also be able to avoid unnecessary rental fees for
safe deposit boxes and avoid audit problems due to
noncompliance with obsolete provisions.

State: None.
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III. COMMENTS:
A similar proposal has been filed by Representative Ascherl as HB
1384. This measure applies the same provisions for the storage of
securities to special districts, in addition to counties and
municipalities.

IV. AMENDMENTS:

None.



SEE AMENDMENTS SECTION
STZRAGE NAME: 4.334a.ca
Date: _May 11, 1388

HOUSE OF REPRESENTATIVES Vo Vo Wi 3L V

COMMITTEE ON COMMUNITY AFFAIRS
STAFF ANALYSIS & ECONOMIC IMPACT STATEMENT

BILL #: HB 1384

RELATING TO: Local Governments/Safekeeping of Securities

SPONSOR(S) : Rep. Ascherl

EFFECTIVE DATE: October 1, 1988

COMPANION BILL(S): CS/SB 419

OTHER COMMITTEES OF REFERENCE: (1) Finance and Taxation

(2)

e Y 222222 T
I. SUMMARY:

HB 1384 expands statutory provisions governing the safekeeping of
securities by cities, counties, and special districts to allow for
safekeeping by means other than placement in a safety deposit box.

A. PRESENT SITUATION:

Under ss. 125.31, 166.261, and 218.345, F.S., securities
purchased by the governing body of a city, county, or special
district must be "immediately placed for safekeeping in a
safety-deposit box in a bank or financial institution.”" With
certain types of securities, this is not possible; with others,
it is unnecessary and involves added expense:

e "Book entry form" securities involve computer transactions;
there is nothing for the governing body to store.

® Registered securities can only be transferred through a
change in registration with the issuer. Possession of the
physical document alone is worthless.

Local governing bodies have, of necessity, been out of compliance

with the law. A change in the law is needed to bring the law
into conformance with modern financial management practices.

B. EFFECT OF: - PROPOSED CHANGES:

HB 1384 expands the laws governing the safekeeping of securities
by local governments to allow for safekeeping as follows:

1. For unregistered securities "physically issued to the
holder," placement in a safety-deposit box is required.

2. For registered securities, placement "in a location which
adeguately protects the government's interest" is sufficient.
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3. For book entry form securities (like computer transactions),
the depository must keep the securities "separate and apart
from the assets” of the financial institution.

SECTION-BY-SECTION ANALYSIS:

Section 1. Expands safekeeping requirements for securities
purchased by countles.

Section 2. Expands safekeeping requirements for securities
purchased by cities.

Section 3. Expands safekeeping requirements for securities
purchased by special districts.

Section 4. Provides an October 1, 1988, effective date.

FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A.

FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS:

1. Non-recurring or First Year Start-Up Effects:

None.

2. Recurring or Annualized Continuation Effects:

None.

3., Long Run Effects Other Than Normal Growth:

None.

4. Appropriations Consegquences:

None.
FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE:

1. Non-recurring or First Year Start-Up Effects:

None.

2. Recurring or Annualized Continuation Effects:

Minimal. Where safety-deposit fees were paid to store
registered securities, these fees might be saved in future.

3. Long Run Effects Other Than Normal Growth:

None.
DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

1. Direct Private Sector Costs:

{320
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Minimal. Where local governing bodies have been paying
safety-deposit fees to store registered securities,
depositories might lose these fees in future.

2. Direct Private Sector Benefits:

None.

3. Effects on _Competition, Private Enterprise, and Employment
Markets:

None,
D. FISCAL COMMENTS:
None.

LONG RANGE CONSEQUENCES:

None.
COMMENTS :

CS/SB 419, by the Senate ECCA Committee and Senator Brown, is
substantively identical to HB 1384 insofar as both bills apply to
cities and counties, but the langquage in the Senate bill is clearer
and a few minor technical problems in the House language are
corrected. (CS/SB 419 doesn't address special districts.)

AMENDMENTS :

At the request of the sponsor, three technical amendments were
adopted to substitute the Senate's technically clearer amendatory
language for provisions affecting cities and counties and to delete
language which addresses the problem for special districts.

SIGNATURES:

SUBSTANTIVE COMMITTEE:

Prepared by: Stafi/Dlrector.
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Sharon K. Lowe Marlo L. Ta og//*

FINANCE & TAXATION: /

Prepared by: Staff Director:

APPROPRIATIONS:

Prepared by: Staff Director:
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HOUSE OF REPRESENTATIVES
COMMITTEE ON COMMUNITY AFFAIRS
FINAL STAFF ANALYSIS & ECONOMIC IMPACT STATEMENT

RELATING TO: Safekeeping of Securities

SPONSOR(S) : Rep. Ascherl

EFFECTIVE DATE: October 1, 1988

DATE BECAME LAW: July 1, 1988

CHAPTER #: 88-171, Laws of Florida
COMPANION BILL(S): CS/SB 419
OTHER COMMITTEES OF REFERENCE: (1) Finance and Taxation

(2)
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I. SUMMARY:

HB 1384 was taken up on May 26, 1988, by the House of
Representatives and amended to include the provisions of HB 1164, by
Rep. Wallace. This made the bill identical to CS/SB 419, which was
then taken up in lieu of HB 1384, amended, and passed by a vote of
116 to 0. On May 30, the Senate concurred in three amendments, but
requested the House to recede from two amendments. On May 31, the
House receded from the two amendments and passed CS/SB 419 by a vote
of 116 to 0. The bill was signed into law by the Governor on July
1, 1988, and became chapter 88-171, Laws of Florida.

Sections 1, 2, and 10 of the act (which include the substance of
HB 1384) expand statutory provisions governing the safekeeping of
securities by cities and counties to allow for safekeeping by means
other than placement in a safety deposit box.

A. PRESENT SITUATION:

Under ss. 125.31 and 166.261, F.S., securities purchased by the
governing body of a city or county must be "immediately placed
for safekeeping in a safety-deposit box in a bank or financial
institution.” With certain securities, this is not possible:
with others, it is unnecessary and involves added expense:

® "Book entry form” securities generally invalve computer
transactions; there is nothing for the governing body to
place in a safety deposit box.
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@ Securities which are *registered with the issuer or its
agents" can only be transferred through a change in
registration with the issuer. Possession of the physical
document alone is meaningless.

Local governing bodies have, of necessity, been out of
compliance with the law. A c¢hange in the law was needed to
bring the law into conformance with modern financial management
practices.

EFFECT OF PROPOSED CHANGES:

Effective October 1, 1988, sections 1, 2, and 10 of the act
(former HB 1384) expand statutory provisions governing the
safekeeping of securities by cities and counties to allow for
safekeeping as follows:

1. For unregistered securities "physically issued to the
holder," placement in a safety-deposit box is required.

2. For registered securities, placement "in a location which
adequately protects the government's interest" is
sufficient.

3. For book entry form securities (like computer transactions),
the depository must keep the securities "separate and apart
from the assets" of the financial institution.

SECTION-BY-SECTION ANALYSIS (relevant sections of CS/SB 419):

Section 1. Expands safekeeping requirements for securities
purchased by counties.

Section 2. Expands safekeeping requirements for securities
purchased by cities.

Section 10. Provides an October 1, 1988, effective date.

II. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A.

FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS:

Non-recurring or First Year Start-Up Effects:

None.

Recurring or Annualized Continuation Effects:

None.

Long Run Effects Other Than Normal Growth:

None.
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4.

Appropriations Consequences:

None.

B. FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE:

1.

Non-recurring or First Year Start-Up Effects:

None.

Recurring or Annualized Continuation Effects:

Minimal. Where local governing bodies have been paying safety-deposit
fees to store registered securities, they might save these fees in future.

Long Run Effects Other Than Normal Growth:

None.

C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

1.

3.

Direct Private Sector Costs:

Minimal. Where local governing bodies pay safety-deposit fees to store
registered securities, depositories might lose these fees in future.

Direct Private Sector Benefits:

None.

Effects on Competition, Private Enterprise, and Employment Markets:

None.

D. FISCAL COMMENTS:

None.

LONG RANGE CONSEQUENCES:

None.

COMMENTS :

It should be noted that a similar law relating to the safekeeping of
securities by special districts may be found in s. 218.345, F.S.
(CS/SB 419 doesn't address special districts.)
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I.

SUMMARY :

HB 1384 expands statutory provisions governing the safekeeping of
securities by cities, counties, and special districts to allow for
safekeeping by means other than placement in a safety deposit box.

A.

PRESENT SITUATION:

Under ss. 125.31, 166.261, and 218.345, F.S., securities
purchased by the governing body of a city, county, or specilal
district must be "immediately placed for safekeeping in a
safety-deposit box in a bank or financial institution." With
certain types of securities, this is not possible; with others,
it is unnecessary and involves added expense:

e '"Book entry form" securities generally involve computer
transactions; there is nothing for the governing body to
place in a safety deposit box.

® Securities which are "registered with the issuer or its
agents" can only be transferred through a change in
registration with the issuer. Possession of the physical
document alone is worthless.

Local governing bodies have, of necessity, been out of compliance
with the law. A change in the law is needed to bring the law
into conformance with modern financial management practices.

EFFECT OF PROPOSED CHANGES:

HB 1384 expands statutory provisions governing the safekeeping of
securities by cities, counties, and special districts to allow
for safekeeping as follows:

1. For unregistered securities "physically issued to the
holder," placement in a safety-deposit box is required.
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2. For registered securities, placement "in a location which

adeguately protects the government's interest" 1s sufficient.

For book entry form securities (like computer transactions),
the depository must keep the securities "separate and apart
from the assets" of the financial institution.

C. SECTION-BY-SECTION ANALYSIS:

Section 1. Expands safekeeping requirements for securities

purchased by counties.

Section 2. Expands safekeeping requirements for securities

purchased by cities.

Section 3. Expands safekeeping requirements for securities

purchased by special districts.

Section 4. Provides an October 1, 1988, effective date.

FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A. FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS:

305

Non-recurring or First Year Start-Up Effects:

None.

Recurring or Annualized Continuation Effects:

None.

Long Run Effects Other Than Normal Growth:

None.

Appropriations Conseguences:

None.

B. FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE:

1.

Non-recurring or First Year Start-Up Effects:

None.

Recurring or Annualized Continuation Effects:

Minimal. Where local governing bodies have been paying
safety-deposit fees to store registered securitles, they
might save these fees in future.

Long Run Effects Other Than Normal Growth:

None.
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C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

1. Direct Private Sector Costs:

Minimal. Where local governing bodies have been paying
safety-deposit fees to store registered securities,
depositories might lose these fees in future.

2. Direct Private Sector Benefits:

None.

3. Effects on Competition, Private Enterprise, and Employment
Markets:

None.
D. FISCAL COMMENTS:
None.

III. LONG RANGE CONSEQUENCES:

None.
IV. COMMENTS:

CS/SB 419, by the Senate ECCA Committee and Senator Brown, is
substantively identical to HB 1384 insofar as both bills apply to
cities and counties, but the language in the Senate bill is clearer
and a few minor technical problems in the House language are
corrected. (CS/SB 419 doesn't address special districts.)

V. AMENDMENTS:

At the request of the sponsor, three technical amendments will be
offered to substitute the Senate's technically clearer amendatory
language. [Note, however, that the two bills will still be different
from each other, as the House version addresses the problem for
special districts, while the Senate version does not.]

VI. SIGNATURES:

SUBSTANTIVE COMMITTEE:

Prepared by: Staff Director:
'f§l4vbv1&,,k:~éf;14‘¢———/ : >
Sharon K. Lowe Marlo L. vio

FINANCE & TAXATION:
Prepared by: Staff Director:
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I. SUMMARY:

Expands provisions of law relating to allowable investments of
surplus public funds held by counties, cities, the State Board of
Administration, and county officers, and relating to securities
eligible for pledge as collateral by banks and savings and loan
associations, to allow investment in certain mutual funds and to
allow pledging of such investments as collateral.

A. DPRESENT SITUATION:

Several years ago, the U.S. Comptroller of the Currency took the
position that federal banks in their fiduciary capacity could not
invest in mutual funds, even when they consisted entirely of
low-risk U.S. government obligations which, under law, could be
purchased separately and individually, unless state law
specifically authorized such i1nvestments by a trustee.

Since that time, numerous states have amended their banking laws
to clarify these provisions. 1In Florida, banks and trust
companies were authorized to invest in mutual funds consisting
entirely of low-risk U.S. government obligations in 1985 under
sections 37 and 40 of chapter 85~82, Laws of Florida.

U.S. government obligations consist primarily of Treasury bills,
notes, and bonds. Treasury bills are issued in five
denominations, from $10,000 to $1 million, and are issued weekly
in 3, 6, 9, and 12 month maturities. Treasury notes and bonds
are available in lower amounts, but have longer maturities.
Consequently, while investment in these obligations is the safest
investment around, investing in Treasury bills, notes, and bonds
separately (as the law now allows) involves a certain amount of
"red tape" and may not be for everyone because of price
limitations and lack of ligquidity.
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By contrast, investment in a mutual fund consisting entirely of
U.S. government obligations involves a risk which is equally low,
but has far fewer limitations as to time of purchase, amount of
investment, or ligquidity.

EFFECT OF PROPOSED CHANGES:

Expands provisions of law relating to allowable investments of
surplus public funds held by counties, cities, the State Board of
Administration, and county officers, and relating to securities
eligible for pledge as collateral by banks and savings and loan
associations, to allow investment in certain mutual funds and to
allow pledging of such investments as collateral, as follows:

1. Under ss. 125.31(1)(b) and 166.261(1)(b), F.S., counties and
municipalities may now invest surplus funds in "Negotiable
direct obligations of, or obligations the principal and
interest of which are unconditionally guaranteed by, the
United States Government....!" HB 1384 would alsc allow
cities and counties to invest in mutual funds consisting
entirely of such obligations.

2. Under s. 215.47(1)(a), F.S., the State Board of
Administration may now invest surplus state funds in "bonds,
notes, or other obligations of the United States or those
guaranteed by the United States or for which the credit of
the United States is pledged for the payment of the principal
and interest or dividends thereof." HB 1384 would also allow
the State Board of Administration to invest in mutual funds
consisting entirely of such obligations.

3. Under s. 219.075(1)(a)2., F.S., county officers may now
invest surplus funds in "bonds, notes, or other obligations
of the United States guaranteed by the United States or for
which the credit of the United States is pledged for the
payment of the principal and interest or dividends...."

HB 1384 would also allow county officers to invest in mutual
funds consisting entirely of such obligations.

4. Under ss. 280.13(1l)(a) and 280.14(1)(a), F.S., banks and
savings and loan associations are now authorized to pledge as
collateral "obligations of the United States." HB 1384 would
allow such institutions to pledge as collateral investments
in mutual funds consisting entirely of such obligations.

SECTION-BY-SECTION ANALYSIS:
Section 1. Amends s. 125.31(1){(d) and (e), F.S., and adds

paragraph (f) thereto, to authorize counties to
invest surplus county funds in certain mutual funds.

Section 2. Amends s. 166.261(1)(d) and (e), F.S., and adds
paragraph (f) thereto, to authorize municipalities to
invest surplus city funds in certain mutual funds.

Section 3. Adds paragraph (o) to s. 215.47(1), F.S., to
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authorize the State Board of Administration to invest
suprlus state funds in certain mutual funds.

Section 4. Amends s. 219.075(1(a), F.S., to autho.ize county
officers to invest surplus funds in certain mutual

funds.

Section 5. Adds paragraph (p) to s. 280.13(1), F.S., to allow
banks to pledge mutual fund investments as
collateral.

Section 6. Adds paragraph (q) to s. 280.14(1), F.S., to allow
savings and loan associations to pledge mutual fund
investments as collateral.

Section 7. Provides an October 1, 1988, effective date.

IT. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A. FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS:

1. Non-recurring or First Year Start-Up Effects:

None.

2. Recurring or Annualized Continuation Effects:

Indeterminable. The bill is strictly discretionary. Greater
investment flexibility and return should result.

3. Long Run Effects Other Than Normal Growth:

None.

4. Appropriations Consegquences:

Indeterminable.
B. FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE:

1. Non-recurring or First Year Start-Up Effects:

None.

2. Recurring or Annualized Continuation Effects:

Indeterminable. The bill is strictly discretionary. Greater
investment flexibility and return should be provided.

3. Long Run Effects Other Than Normal Growth:

None.
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C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

1. Direct Private Sector Costs:

None.

2. Direct Private Sector Benefits:

Banks, brokerage houses, and investment companies offering
interest in mutual funds consisting entirely of government
obligations could benefit by market expansion. Banks and
savings associlations could now pledge such investments as
collateral. (Banks have been authorized to make such
investments since 1985, and can now pledge all other
authorized investments as collateral.)

3. Effects on Competition, Private Enterprise, and Employment
Markets:

None.
D. FISCAL COMMENTS:

None.

LONG RANGE CONSEQUENCES:

None.

COMMENTS :

Savings associations are authorized to pledge such investments as
collateral under section 6 of the bill. However, these associations
are not authorized under present law to make such investments.

SB 821 (the Senate companion) includes a section amending

s. 665.0701, F.S., to allow such investment by savings associlations,
savings and lcan associations, and building and lcoan associations.

AMENDMENTS:

At the request of the sponsor, an amendment will be offered to
authorize savings associations, savings and loan associations, and
building and loan associations to invest in certain mutual funds.
[See section IV., Comments, above.]

SIGNATURES:

SUBSTANTIVE COMMITTEE:
Prepared by: Staff Director:

jj%&borug,ﬁi. Zi{LAzhﬁ Eégguii ?%.2;%?gé
Sharon K. Lowe MarAo L. Tavicer
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I. SUMMARY: 7

Expands provisions of law relating to allowable investments of
surplus public funds held by counties, cities, the State Board of
Administration, and county officers, and relating to securities
eligible for pledge as collateral by banks and savings and loan
associations, to allow investment in certain mutual funds and to
allow pledging of such investments as collateral.

A. PRESENT SITUATION:

Several years ago, the U.S. Comptroller of the Currency took the
position that federal banks in their fiduciary capacity could not
invest in mutual funds, even when they consisted entirely of
low-risk U.S. government obligations which, under law, could be
purchased separately and individually, unless state law
specifically authorized such investments by a trustee.

Since that time, numerous states have amended their banking laws
to clarify these provisions. 1In Florida, banks and trust
companies were authorized to invest in mutual funds consisting
entirely of low-risk U.S. government obligations in 1985 under
sections 37 and 40 of chapter 85-82, Laws of Florida.

U.S. government obligations consist primarily of Treasury bills,
notes, and bonds. Treasury bills are issued in five
denominations, from $10,000 to $1 million, and are issued weekly
in 3, 6, 9, and 12 month maturities. Treasury notes and bonds
are available in lower amounts, but have longer maturities.
Consequently, while investment in these obligations is the safest
investment around, investing in Treasury bills, notes, and bonds
separately (as the law now allows) involves a certain amount of
"red tape" and may not be for everyone because of price
limitations and lack of liquidity.

A2 2 MAY 311988
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By contrast, investment in a mutual fund consisting entirely of
U.S. government obligations involves a risk which is equally low,
but has far fewer limitations as to time of purchase, amount of
investment, or liquidity.

EFFECT OF PROPOSED CHANGES:

Expands provisions of law relating to allowable investments of
surplus public funds held by counties, cities, the State Board of
Administration, and county officers, and relating to securities
eligible for pledge as collateral by banks and savings and loan
associations, to allow investment in certain mutual funds and to
allow pledging of such investments as collateral, as follows:

1. Under ss. 125.31(1)(b) and 166.261(1)(b), F.S., counties and
municipalities may now invest surplus funds in "Negotiable
direct obligations of, or obligations the principal and
interest of which are unconditionally guaranteed by, the
United States Government...." HB 1384 would also allow
cities and counties to invest in mutual funds consisting
entirely of such obligations.

2. Under s. 215.47(1)(a), F.S., the State Board of
Administration may now invest surplus state funds in "bonds,
notes, or other obligations of the United States or those
guaranteed by the United States or for which the credit of
the United States is pledged for the payment of the principal
and interest or dividends thereof." HB 1384 would also allow
the State Board of Administration to invest in mutual funds
consisting entirely of such obligations.

3. Under s. 219.075(1l)(a)2., F.S., county officers may now
invest surplus funds in "bonds, notes, or other obligations
of the United States guaranteed by the United States or for
which the credit of the United States is pledged for the
payment of the principal and interest or dividends...."

HB 1384 would also allow county officers to invest in mutual
funds consisting entirely of such obligations.

4. Under ss. 280.13(1)(a) and 280.14¢({1)(a), F.S., banks and
savings and loan associations are now authorized to pledge as
collateral "obligations of the United States." HB 1384 would
allow such institutions to pledge as collateral investments
in mutual funds consisting entirely of such obligations.

SECTION-BY-SECTION ANALYSIS:

Section 1. Amends s. 125.31(1)(d) and (e), F.S., and adds
paragraph {(f) thereto, to authorize counties to
invest surplus county funds in certain mutual funds.

Section 2. Amends s. 166.261(1){(d) and (e), F.S., and adds
paragraph (f} thereto, to authorize municipalities to
invest surplus city funds in certain mutual funds.

Section 3. Adds paragraph (o} to s. 215.47(1), F.S., to

A075
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authorize the State Board of Administration to invest

suprlus state funds in certain mutual funds.

Section 4. Amends s. 219.075(1(a), F.S., to authorize county
officers to invest surplus funds in certain mutual

funds.

Section 5. Adds paragraph (p) to s. 280.13(1), F.S., to allow

banks to pledge mutual fund investments as
collateral.

Section 6. Adds paragraph (g) to s. 280.14(1), F.S., to allow
savings and loan associations to pledge mutual fund

investments as collateral.

Section 7. Provides an October 1, 1988, effective date.

II. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A.

FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS:

piie

Non-recurring or First Year Start-Up Effects:

None.

Recurring or Annualized Continuation Effects:

Indeterminable. The bill is strictly discretionary.
investment flexibility and return should result.

Long Run Effects Other Than Normal Growth:

None.

Appropriations Conseguences:
Indeterminable.

FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE:

1.

Non-recurring or First Year Start-Up Effects:

None.

Recurring or Annualized Continuation Effects:

Indeterminable. The bill is strictly discretionary.
investment flexibility and return should be provided.

Long Run Effects Other Than Normal Growth:

None.
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C. DIRECT ECONOCMIC IMPACT ON PRIVATE SECTOR:

1. Direct Private Sector Costs:

None.

2. Direct Private Sector Benefits:

Banks, brokerage houses, and investment companies offering
interest in mutual funds consisting entirely of government
obligations could benefit by market expansion. Banks and
savings associations could now pledge such investments as
collateral. (Banks have been authorized to make such
investments since 1985, and can now pledge all other
authorized investments as collateral.)

3. Effects on Competition, Private Enterprise, and Employment

Markets:

None.
D. FISCAL COMMENTS:

None.

III. LONG RANGE CONSEQUENCES:

None.

IV. COMMENTS:

Savings associations are authorized to pledge such investments as
collateral under section 6 of the bill. However, these associations
are not authorized under present law to make such investments.

SB 821 (the Senate companion) includes a section amending

s. 665.0701, F.S., to allow such investment by savings associations,
savings and loan associations, and building and loan associations.
[See AMENDMENTS section below.}

V. AMENDMENTS:

At the request of the sponsor, two amendments were adopted to
authorize savings associations, savings and loan associations, and
building and loan associations to invest in certain mutual funds.
[See section 1IV., Comments, above.)
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HOUSE OF REPRESENTATIVES
COMMITTEE ON COMMUNITY AFFAIRS
FINAL STAFF ANALYSIS & ECONOMIC IMPACT STATEMENT

HB 1164 (CS/SB 419, ss. 3-10)
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I.

SUMMARY :

HB 1384 by Rep. Ascherl was taken up on May 26, 1988, by the House
of Representatives and was amended to include the provisions of

HB 1164. This made the bill identical to CS/SB 419, which was then
taken up in lieu of HB 1384, amended, and passed by a vote of

116 to 0. On May 30, the Senate concurred in three amendments, but
requested the House to recede from two amendments. On May 31, the
House receded from the two amendments and passed CS/SB 419 by a vote
of 116 to 0. The bill was signed into law by the Governor on July
1, 1988, and became chapter 88-171, Laws of Florida.

The bulk of the act expands provisions of law relating to allowable
investments of surplus public funds held by counties, cities, the
State Board of Administration, and county officers, relating to
allowable investments of savings and loan associations, and relating
to securities eligible for pledge as collateral by banks and savings
and loan associations, to allow investment in certain mutual funds
and to allow pledging of such investments as collateral.

A. PRESENT SITUATION:

Several years ago, the U.S. Comptroller of the Currency tock the
position that federal banks in their fiduciary capacity could
not invest in mutual funds, even when they consisted entirely of
low-risk U.S. government obligations which, under law, could be
purchased separately and individually, unless state law
specifically authorized such investments by a trustee.
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Since that time, numerous states have amended their banking laws
to clarify these provisions. In Florida, banks and trust
companies were authorized to invest in mutual funds consisting
entirely of low-risk U.S. government obligations in 1985 under
sections 37 and 40 of chapter 85-82, Laws of Florida.

U.S. government obligations consist primarily of Treasury bills,
notes, and bonds. Treasury bills are issued in five
denominations, from $10,000 to $1 million, and are issued weekly
in 3, 6, 9, and 12 month maturities. Treasury notes and bonds
are available in lower amounts, but have longer maturities.
Consequently, while investment in these obligations is the
safest investment around, investing in Treasury bills, notes,
and bonds separately (as the law now allows) involves a certain
amount of "red tape" and may not be for everyone because of
price limitations and lack of liquidity.

By contrast, investment in a mutual fund consisting entirely of
U.S. government obligations involves a risk which is equally
low, but has far fewer limitations as to time of purchase,
amount of investment, or liquidity.

EFFECT OF PROPOSED CHANGES:

Effective October 1, 1988, sections 3-10 of CS/SB 419 (former

HB 1164) expand provisions of law relating to allowable
investments of funds held by counties, cities, the State Board
of Administration, county officers, and savings and loan
associations, and relating to securities eligible for pledge as
collateral by banks and savings and loan associations, to allow
investment in certain mutual funds and to allow pledging of such
investments as collateral, as follows:

1. Under ss. 125.31(1)(b) and 166.261(1)(b), F.S., counties and
municipalities may now invest surplus funds in "Negotiable
direct obligations of, or obligations the principal and
interest of which are unconditionally guaranteed by, the
United States Government...." This act will also allow
cities and counties to invest in mutual funds consisting
entirely of such obligations.

2. Under s. 215.47(1)(a), F.S., the State Board of
Administration may now invest surplus state funds in "bonds,
notes, or other obligations of the United States or those
guaranteed by the United States or for which the credit of
the United States is pledged for the payment of the
principal and interest or dividends thereof." This act will
also allow the State Board of Administration to invest in
mutual funds consisting entirely of such obligations.

3. Under s. 219.075(1)(a)2., F.S., county officers may now
invest surplus funds in "bonds, notes, or other obligations
of the United States guaranteed by the United States or for
which the credit of the United States is pledged for the
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payment of the principal and interest or dividends...."
This act will also allow county officers to invest in mutual
funds consisting entirely of such obligations.

Under ss. 280.13(1)(a) and 280.14(1)(a), F.S., banks and
savings and loan associations are now authorized to pledge
as collateral "obligations of the United States." This act
will allow such institutions, in the discretion of the
Treasurer, to pledge as collateral investments in mutual
funds consisting entirely of such obligations.

Under s. 665.0701(1), F.S., savings associations, savings
and loan associations, and building and loan associations
are now authorized to invest in certain government-backed
obligations. Under this act, these associations will also
be allowed to invest in mutual funds consisting entirely of
such obligations.

SECTION-BY-SECTION ANALYSIS (CS/SB 419, ss. 3-10):

Section 3. Adds paragraph (f) to s. 125.31(1), F.S., to

authorize counties to invest surplus county funds in
certain mutual funds.

Section 4. Adds paragraph (f) to s. 166.261(1), F.S., to

authorize municipalities to invest surplus city
funds in certain mutual funds.

Section 5. Adds paragraph (o) to s. 215.47(1), F.S., to

authorize the State Board of Administration to
invest surplus state funds in certain mutual funds.

Section 6. Amends s. 219.075(1)(a), F.S., to authorize county

officers to invest their surplus funds in certain
mutual funds.

Section 7. Adds paragraph (p) to s. 280.13(1), F.S., to allow

banks, in the discretion of the Treasurer, to pledge
certain mutual fund investments as collateral.

Section 8. Adds paragraph (gq) to s. 280.14(1), F.S., to allow

savings associations, in the discretion of the
Treasurer, to pledge certain mutual fund investments
as collateral.

Section 9. Adds paragraph (n) to s. 665.0701(1), F.S., to allow

savings associations, savings and loan associations,
and building and loan associations to invest their
surplus funds in certain mutual funds.

Section 10. Provides an October 1, 1988, effective date.
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IT. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A. FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS:

1. Non-recurring or First Year Start-Up Effects:

None.

2. Recurring or Annualized Continuation Effects:

Indeterminable. The act is strictly discretionary. Greater investment
flexibility and return should result.

3. Long Run Effects Other Than Normal Growth:

None.

4. Appropriations Consequences:

Indeterminable.

B. FISCAL IMPACT ON LOCAL GOVERNMENTS AS A WHOLE:

1. Non-recurring or First Year Start-Up Effects:
None.

2. Recurring or Annualized Continuation Effects:

Indeterminable. The act is strictly discretionary. Greater investment
flexibility and return should be provided.

3. Long Run Effects Other Than Normal Growth:

None.
C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

1. Direct Private Sector Costs:

None.

2. Direct Private Sector Benefits:

Banks, brokerage houses, and investment companies offering interest in
mutual funds consisting entirely of government obligations could benefit by
market expansion. Savings associations could now invest in such funds
{(banks were authorized to make such investments in 1985) and banks and
savings associations could now pledge such investments as collateral.

3. Effects on Competition, Private Enterprise, and Employment Markets:

None.
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FISCAL COMMENTS:

None.

LONG RANGE CONSEQUENCES:

None.
COMMENTS :

None.
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