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419 SB 

By Senator Brown
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A bill to be entitled 

An act relating to the investment of county and 

municipal funds; amending ss, 125.31, 166.261, 

F.S.; providing requirements for the

safekeeping of securities purchased by such 

entities; providing an effective date. 

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

Section 1. Paragraph (a} of subsection (2} of section 

125.31, Florida Statutes, 1s amended to read: 

125.31 Investment of surplus public funds; 

regulat1.ons.--

{2)(a) Every security purcnased &y-eny-s�e�-board 

under the-eutftority-of tnis section on behalf of the governing 

body of a county �aw shall be properly earmarked and� 

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

be unmediately placed for safekeeping 1n a location which 

protects the governing body's interest 1n the security; 

2. If 1n 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-deposit box in a f1nanc1al some-beftk-or 1nst1tut1on .!.!!, 

this state that maintains eerry�ftg adequate safety-deposit box 

seettr�t�es-�n-whe¼e-er-¼ft-pert-sha%%-be-mede-£rem-9tteh-sa£ety­

d�posit-box-exeept-ttpon-attthor�ty-e•ieerteed-by-rese±ttt�on-�! 

l 
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l0-798-88 

l section 2. Paragraph (a) of subsection (2) of section

2 166.261, Florida Statutes, is amended to read: 

3 

4 

166.261 Municipalities: investments.--

(2)(a) Every security purchased by-any-sueh-4overn�nq 

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

6 municipality shall be properly earmarked and£ 

7 1. If registered with the 1ssuer or 1ts agents, shall

8 be immediately placed for safekeep1nq 1n a locat1on which 

9 protects the governing body"s interest in the security; 

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

11 of the governing body of the county by a depository chartered 

lZ by either the Federal Government or the state and shall be 

13 kept by the depository in a separate account; or 

14 J. Shall be immediately placed for safekeeping in a

15 safety-deposlt box �n a financial bank-er 1nstitut1on in this 

16 state that maintains carryin� adequate safety-deposit box 

17 insurance w�th�n-the-eeunty-�n-wh�eh-the-mttn�c�pai%ty-�s 

18 s�taated1-and-no-w¼thdrawa%-e£-stteh-eeettr�ties7-�n-whe%e-or-%n 

19 part7-sha%%-be-mede-£rom-sueh-sa£ety-depos�t-box-exeept-tt�en 

20 authe��ty-e•¼denced-by-resolttt�on-o£-the-govern�ng-body-e£-the 

21 mun¼e�pa¼¼ty. 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

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

SENATE SUMMARY 

Provides requirements for the safekeeping of securities 
purchased on behalf of county or municipal govetning 
bodies. 
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Jn.-...;.da Senate • 1988 

CS for SB -'JI? 
By the Collllllfttee on Economic, Community and Consumer Affairs andSenator Brown 
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A bill to be entitled 

An act relating to the investment of county and 

municiPal funds; amending ss. 125.31, 166.261, 

F.S.; providing requirements for the

safekeeping of securities purchased by such 

entities; providing an effective date. 

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

Section 1. Paragraph (a) of subsection (2) of section 

125.31, Florida Statutes, is amended to read: 

125.31 Investment of surplus public funds; 

regulations.--

(2}(a) &very security purchased b!-a�,-a�eh-boa�d 

under �he-attthor¼ty-of this section on behalf of the governing 

body of a county ¼aw shall be properly earmarked and: 

l. If registered with the issuer or its agents, shall 

be immediately placed for safekeeping 1n 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 an account separate and apart from 

the assets of the f1na.nc1al 1nstitution� or 

3. If physically issued to the holder, but not 

registered with the issuer or its agents, shall be immediately 

27 placed for safekeeping 1n a safety-deposit box 1n a f1nancial 

28 soffle-han�-or institution in this state that maintains earry¼n� 

29 adequate safety-deposit box insurance w�th�n-sttch-eo�nty�-snd 

30 no-w�tftdrawa%-of-stteft-see�rit�es-¼n-who%e-or-¼n-part-sha%%-he 

31 maee-from-sneh-safe�y-depes�t-bex-exeept-npen-anthor�ty 

l 
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311-1827-88 CS for SB 419 

l e•�deneed-By-resc¼ttt¼en-ef-the-Beard-0£-eottnty-eoffll'l\�ss�oner�

2 ef-stteh-eettnty, 

3 Section 2. Paragraph (a} of subsection (2) of section 

4 166.261, Florida Statutes, is amended to read: 

5 

6 

166.261 Municipalities; investments.--

(2J(aJ Every security purchased �y-any-saeh�o•ern�ft§ 

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

8 municipality shall be properly earmarked and� 

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

10 be immediately placed for safekeeping in a location which 

11 protects the governing body's interest in the security; 

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

13 of the governing body of the municipality by a depository 

14 chartered by either the Federal Government or the state and 

15 shall be kept by the depository in an account separate and 

16 apart from the assets of the financial institution; or 

17 3, If physically issued to the holder, but not 

18 registered with the issuer or its agents, shall be immediately 

19 placed for safekeeping 1n a safety-depos1t box in a financial 

20 �ank-er institution 1n this state that maintains earry�ft§ 

21 adequate safety-deposit box insurance w¼th�n-the-eottnty-¼n 

22 wh¼eh-the-mttn¼e¼pa¼¼ty-¼s-s¼tttated1-and-ne-w¼thdrawa¼-e£-stteh 

23 seettr�t¼eaT-�n-whe¼e-or-in-partT-sha¼¼-be-made-frem-stteh 

24 sa£ety-depes¼t-bex-exeept-�pen-auther%ty-e•¼deneed-by 

25 rese¼ttt¼en-e£-the-�c•ern¼n9-bod:y-e£-the-ffi�n¼e�pa¼�t7. 

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

27 

28 

29 

30 

31 

2 
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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 financial 
institution. 

Clarifies that only securities which are physically issued to 
a local government, but which are not registered with the 
issuer or its agents, must be placed in a safety-deposit box._ 
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Florida House of Representatives - 1988 

By Representative Wallace 

A bill to be entitled 

An act relating to public funds; amending ss. 

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

providing for the investment of surplus public 

funds of counties, county officers, and 

mun1c1pal1t1es, and state trust funds, 1n 

securities of, or other interests 1n, 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 and 280.14, F.S.; 

HB 1164 

providing that such securities or interests may 

be pledged as security for public deposits by 

banks or savings associations; providing an 

effective date. 

17 Be It Enacted by the Legislature of the State of Florida, 

18 

19 Section 1. Paragraphs (dl and (el of subsection (1 l of 

20 section 125.31, Florida Statutes, are amended, and paragraph 

21 If) 1s added to said subsection, to read, 

22 125.31 Investment of surplus publ�c funds; 

23 regulations. --

24 Ill 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, invest and 

27 reinvest any surplus public funds 1n its control or possession 

28 101 

'9 (dl Obligations of the federal farm credit banks; the 

30 Federal Home Loan Mortgage Corporation, including Federal Home 

31 Loan Mortgage Corporation participation certificates; or the 

CODING: Herds s¼�teken are deletions; words underlined are additions. 
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Florida House of Representatives - 1988 
152-92-3-8

HB 1164 

Federal Home Loan Bank or its d1str1ct banks or obl1gations 

guaranteed by the Government Nat1onal Mortgage Association; er

(el Obligations of the Federal National Mortgage 

Assoc1ation, including Federal Nat1onal Mortgage Assoc1ation 

part1cipation certificates and mortgage pass-through 

certificates guaranteed by the Federal National Mortgage 

AssociationL.21:� 

(f) Securities of2 or other interests in2 an:t oeen-end

or closed-end manag:ement-t:tee investm�nt comean:t or investment 

trust re[istered under the Investment Comean:t Act of 1940, 15

u.s.c. .. 80a-l et seg. 2 as amended f[om time to t1me2 

erovided that the eortfolio of such investment comean:t or 

!,nvestment trust 1S limited to United States [OVernment 

obligations and to reeurcbase a[reements full:t collateralized 

b:t such United States [OVernment obl1g:ations2 and erovided 

further that an:t such investment comean:t or investment trust 

§hall take deliver:t: of such collateral either directl:t or

!hrough an aythorized custodian.

Section 2. Paragraphs ldl and (el of subsection ( l} of 

section 166.261, Florida Statutes, are amended, and paragraph 

(fl 1S added to said subsection, to read1 

166.261 Municipalities; investments.--

( ll Unless otherwise authorized by law or by

C>rd1nance11 tt\e 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, 

ldl Obligations of the federal farm credit banks; the 

Federal Home Loan Mortgage Corporation, including Federal Home 

Loan Mortgage Corporation part1c1pat1on cert1f1cates; or the 

2 
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Flor1.da House of Representat1.ves - 1988 
152-92-3-8

HB 1164 

Federal Home Loan Bank or its d1.str1.ct banks or obligations 

guaranteed by the Government Nat1.onal Mortgage Association; or 

lel Obl1.gat1.ons of the Federal Nat1.onal Mortgage 

Associat1.on, 1.nclud1.ng Federal Nat1.onal Mortgage Assoc1.ation 

part1.cipation certif1.cates and mortgage pass-through 

cert1.ficates guaranteed by the Federal Nat1.onal Mortgage 

Association.L..Q.I:� 

If l Securi!ies Ofz or other 1nterests in z an:t oeen-end 

or closed-end manaaement-t:tee 1.nvestment comean:t or investment 

!rust registered under the Investment ComEan:t Act of 19402 15 

u.s.c. s. 80a-l et seg, z as amended from t1.me to time2 

erov1.ded !hat the eortfolio of such investment comEan:t or 

1nvestment trust 1.s 11.m.1;:ed to Un1.ted States government 

�bligat1.ons and to reEurcha§e agreements full:t collateralized 

b:t such Un1.ted States government obl1.gat1.ons2 and Erovided 

further that an:t such investment comEan:t or J.nvestment trust 

shall takt deliver:t of such collateral eJ.ther d1.rectl:t or 

through an authorized custod1.an. 

Sect1.on 3. Paragraph lol 1.s added to subsect1on 1 l J of 

sect1.on 215.47, Flor1da St�tutes, to read1 

215.47 Investments; authorized securitJ.es.--SubJect to 

the l1.m1.tat1ons and conditions of the State Constitution or of 

the trust agreement relating to a trust fund, moneys available 

for investments under ss. 215.44-215.53 may be invested as 

follows, 

11 l Without limitation 1n1 

lol Securities of2 or other interests inz an:t oeen-end 

or closed-end management-t:tee investment comean:t or investment 

trust registered under the Investment Comean� Act of 1940, 15 

u.s.c. s. aoa-1 et seg. z as amended from tim!i to time2 

erovided that the eortfoho of such investment comean:t or 

3 

CODING: �ords ��ricke� are deletions; words underlined are additions. 



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

HB 1164 

1 investment trust is limited to United States government 

2 obligations and to repurchase agreements fully collateralized 

3 by such United States government obligations, and provided 

4 further that any such investment company or investment trust 

5 shall take delivery of such collateral either directly or 

6 through an authorized custodian. 

7 Section 4. Paragraph (al of subsection lll of section 

8 219.075, Florida Statutes, is amended to read, 

9 219.075 Investment of surplus funds by county 

10 officers.--

11 11 )(a) Except when another procedure is prescribed by 

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

13 any other county officer having, receiving, or collect1ng any 

14 money, either for his off1ce or on behalf of and subject to 

15 subsequent distribution to another officer of state or local 

16 government, while such money is surplus to current needs of 

17 his office or is pending distribution, shall invest such 

18 money, without limitation, in: 

19 l. The Local Government Surplus Funds Trust Fund, as

20 created by s. 218.405! 

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

22 States guaranteed by the United States or for which the cred1t 

23 of the United States is pledged for the payment of the 

24 princ1pal and interest or dividends; or 

25 3. Interest-bearing time deposits or savings accounts 

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

27 banks organized under the laws of the United States and doing 

28 business and situated 1n this state, 1n savings and loan 

29 associations which are under state supervision, or in federal 

30 savings and loan associations located in this state and 

31 organized under federal law and federal supervision, provided 

4 
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Florida House of Representatives - 1988 
152-92-3-8

HB 1164 

that any such deposits are secured by collateral as may be 

prescribed by law.L...QI,-;-

4. Securities of2 or other interests in2 an;t oe:en-end

or closed-end management-t;tee investment come:an;t or investment 

trust registered under the Investment Come:an:t Act of l940z 15

u.s.c. s. 80a-l et seg. z as amended from time to time2
erovided that the e:ortfolio of such investment comean:t or

investment trust lS limited to United States government

obligations and to reeurchase agreements full;t collateralized

b:t such United States government oblig:ations2 and (!rovided
furthtr that an:t such investment comean:t or investment trust

shall take deliver:t of such collateral either dii;:ectl:t or

throug:h an authorized custodian.

Section 5. Paragraph (p) is added to subsection Ill of 

section 280,13, Florida Statutes, to reads 

280. 13 Collateral eligible for pledge by banks.--

I I l Securities eligible to be pledged as collateral by 

banks shall be limited to, 

( E J Securities Ofz or other interests in2 an;t oeen-end 
or closed-end management-t:tee investment comean:t or inve§:tment 

trust registered under the Investment ComEan:t Act of 1940, 15 

u.s.c. s. 80a-l et seg. z as amended from time to time z

erovided that the eortfolio of such investment come:an:t or

investment trust lS limited to United States government

obli[at1ons and to reeurchase agreements full:t collateralized

b:t such United States government obligations2 and e:rovided

further that an:t such investment comEan:t or investment trust

shall take deliver:t of such collateral either directl:t or

throug:h an authorized custodian.

Section 6. Paragraph ( q) is added to subsection { l J of 

sect1.on 280.14, Florida Statutes, to read: 

5 
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Florida House of Representatives - 1988 
152-92-3-8

HB 1164 

280. 14 Collateral eligible for pledge by savings

associations.--

111 Securities eligible to be pledged as collateral by 

savings associations shall be limited to1 

I g J Securities of2 or other interests inz anx OEen-end 

Q[ closed-end management-ixEe 1nvesiment comEanx or investment 

trust re�istered under the Investment Comean;t Act of 1940, 15 

u.s.c. •• 80a-l et seg. z as amended from time to t1me 2 

erovided tbat the eortfolio of such investment comeanx or 

investment tryit is limited to United States government 

obli�ations and to reEurchase agreements full;t collateral1zed 

b;t such United States govern1m1!nt obl1gations2 and Erovided 

t:urther that anx such investment comEanx or investment trust 

§:hall take del.1.verx of such collateral either d.1.rectl;t or 

through an autho�ized custodian. 

Section 7. This act shall take effect October I' 1988. 

... '"'******* .. *'"'************************ 

•HOUSE SUMMARY

Provides for the investment of surplus �ublic funds of
counties, county officers, and munic1pa ities, and state 
trust funds, 1n 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. Provides that such 
secur1t1es or interests may be eledged as security for 
public deposits by banks or savings associations. 

This publication was produced at an avera�e cost of 1.12 cents
per single tage 1n combliance with the Ru es and for 
the 1nforma 10n of mem ers of the Legislature and the public. 

6 
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Senator Grant 
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A bill to be entitled 

An act relating to 1nvestment in, or pledge of, 

secur1ties of or interests in certain 

investment companies or 1nvestment trusts; 

amending ss. 125.31, 166,261, 215,47, 219.075, 

F.S.; providing for t�e investment of public

funds in securit1es of, or other interests in, 

certain open-end or closed-end management type 

investment companies or 1nvestment trusts 

reg1stered under the Investment Company Act of 

1940; amending ss. 280.13, 280.14, F.S.; 

prov1ding that securities of, or other 

1nterests in, certain open-end or closed-end 

management type 1nvestment 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, 66S.0701, 

F.S.; providing that savings associations,

savings and loan associations, and building and 

loan associations may invest, without 

l1mitation, in securities of, or other 

interests in, certain open-end or closed-end 

management type investment companies or 

1nvestment trusts registered under the 

Investment Company Act of 1940; providing an 

effective date. 

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

l 
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1 Section 1. Paragraph (f) is added to subsection (1) of 

2 section 125.31, Florida Statutes, to read: 

3 125,31 Investment of surplus public funds; 

4 regulations.--

5 (1) Unless otherwise authorized by law or by 

6 ordinance, the board of county commissioners shall, by 

7 resolution to be adopted from time to time, invest and 

8 reinvest any surplus public funds in its control or possession 

9 in: 

10 (fJ Securities of, or other interests 1n, any open-end 

11 or closed-end management type investment company or investment 

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

13 u.s.c. ss. SOa-1 et seq., as amended from time to time,

14 provided the portfolio of such investment company or 

15 investment trust is limited to united States Government 

16 obligations and to repurchase 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 2, Paragraph (f) is added to subsection (1) of 

21 section 166.261, Florida Statutes, to read: 

22 166,261 Municipalities; investments.--

23 (1) Unless otherwise authorized by law or by

24 ordinance, the governing body of each municipality shall, by 

25 resolution to be adopted from time to time. invest and 

26 reinvest any surplus public funds in its control or possession 

27 in: 

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

29 or closed-end management type investment company or 1nvestment 

30 trust re91stered under the Investment Company Act of 1940, 15 

31 u.s.c. ss. aoa-1 et seq., as amended from t1me to t1me, 

2 
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l provided the portfolio of such investment company or

2 investment trust is limited to United States Government 

3 obligations and to repurchase agreements fully collateral1zed 

4 by such United States Government obligations and provided such 

5 investment company or investment trust takes delivery of such 

6 collateral either directly or through an authorized custodian. 

7 Section 3. Paragraph (o) 1s added to subsection (1) of 

8 section 215.47, Florida Statutes, to read: 

9 215.47 Investments; authorized securit1es.--Subject to 

10 the l1mitat1ons and cond1t1ons of the State Const1tut1on or of 

11 the trust agreement relating to a trust fund, moneys available 

12 for investments under ss. 215,44-215.53 may be invested as 

13 follows: 

14 {1) Without limitation in: 

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

16 or closed-end management type investment company or investment 

17 trust registered under the Investment Company Act of l940r 15 

18 o.s.c. ss. SOa-1 et seq., as amended from time to time, 

19 provided the portfolio of such investment company or 

20 investment trust is limited to United States Government 

21 obligations and to repurchase agreements fully collateral1zed 

22 by such United States Government obligations and provided such 

23 investment company or investment trust takes delivery of such 

24 collateral either directly or through an authorized custodian. 

25 Section 4. Paragraph (a) of subsection (1) of section 

26 219.075, Florida Statutes, 1s amended to read: 

27 219,075 Investment of surplus funds by county 

28 officers.--

29 (l)(a) Except when another procedure 1s prescribed by 

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

31 any other county officer having, rece1v1ng, or collecting any 

3 
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1 money, either for his office or on behalf of and subject to 

2 subsequent distribution to another officer of state or local 

3 government, while such money is surplus to current needs of 

4 his office or is pending distribution, shall invest such 

5 money, without limitation, in: 

6 1. The Local Government Surplus Funds Trust Fund, as 

7 created bys. 218.405; 

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

9 States guaranteed by the United States or for which the credit 

10 of the United States is pledged for the payment of the 

11 principal and interest or dividends: or 

12 3. Interest-bearing time deposits or savings accounts 

13 in banks organized under the laws of this state, in national 

14 banks organized under the laws of the United States and doing 

15 business and situated in this state, in savings and loan 

16 associations which are under state supervision, or in federal 

17 savings and loan associations located in this state and 

18 organized under federal law and federal supervision, provided 

19 that any such deposits are secured by collateral as may be 

20 prescribed by law: or� 

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

22 or closed-end management type investment company or investment 

23 trust registered under the Investment Company Act of 1940, 15 

24 u.s.c. ss. 80a-l et seq., as amended from time to time, 

25 provided the portfolio of such investment company or 

26 investment trust is limited to United States Government 

27 obligations and to repurchase agreements fully collateralized 

28 by such United States Government obligations and provided such 

29 investment company or investment trust takes delivery of such 

30 collateral either directly or through an authorized custodian. 

31 

4 
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l Sect1on 5, Paragraph (p) 1s added to subsection (1) of 

2 section 280.13, Florida Statutes, to read: 

3 

• 

280,13 Collateral eligible for pledge by banks.--

(1) Secur1t1es el1g1ble to be pledged as collateral by

5 banks shall be limited to: 

6 {P} Securities of, or other interests in, any open-end

7 or closed-end management type investment company or investment 

8 trust registered under the Investment Company Act of 1940, 15 

9 u,s.c. ss. aoa-1 et seq., as amended from time to time, 

10 provided the portfolio of such investment company or 

11 investment trust 1s limited to United States Government 

12 obligations and to repurchase agreements fully collateral1�ed 

13 by such United States Government obligations and provided such 

14 investment company or investment trust takes delivery of such 

�5 collateral either directly or through an authorized custodian. 

16 Section 6. Paragraph (q) u added to subsection (l) of 

17 section 280,14, Florida Statutes, to read: 

18 280,14 Collateral eligible for pledge by savings 

19 associations.--

20 (l} Secur1t1es eligible to be pledged as collateral by 

21 savings associations shall be limited to: 

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

23 or closed-end management type investment company or investment 

24 trust registered under the Investment Company Act of 1940, 15 

25 u.s.c. ss. eoa-1 et seq., as amended from time to time, 

26 provided the portfolio of such investment company or 

27 investment trust is limited to United States Government 

28 obligations and to repurchase agreements fully collateral1zed 

29 by such United States Government obl19at1ons and provided such 

30 investment company or investment trust takes delivery of such 

'l 

5 
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1 collateral either directly or through an authorized custodian. 

2 Section 7. Paragraph (n) is added to subsection (l} of 

3 section 665.0701, Florida Statutes, to read: 

4 665.0701 Investment powers and l1mitations.--An 

5 association may invest its funds subJect to the following 

7 11) INVESTMENTS NOT SUBJECT TO LlMITATION.•-There is

8 no limitation. with respect to the total assets of the 

9 1nvest1ng association, on the following investments: 

10 jn) 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 Act of 1940, 15 

13 u.s.c. ss. 80a-l et seq., as amended from time to time, 

14 provided the portfolio of such investment company or 

15 investment trust is limited to United States Goverrunent 

16 obligations and to repurchase 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 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

section e. This act shall take effect October 1, 1988. 
••••••••••••••••••••••••••••••••••••••••• 

SENATE SUMMARY 

Authorizes a board of county commissioners, a county 
officer, the governing body of a municipality, and the 
State Board of Administration to invest public funds that 
are available for investment in securities of, or other 
interests in, open-end or closed-end management type 
investment companies or investment trusts registered 
under the lnvestment company Act of 1940, provided the 
portfolio of such company or trust is limited to United 
States Government obligations and to repurchase 
agreements fully collateralized by such obligations and 
provided such company or trust takes delivery of such 
collateral either directly or through an authorized 
custodian. Also provides that such securities of, or 
interests 1n1 such companies ot trusts may be pledged by 
banks and savings associations as security for public 
deposits. Further ptovides that savings associations, 
including savings and loan associations and building and 
loan associations, may invest in such securities or 
interests, without limitation. 
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Florida House of Representatives - 1988 

By Representative Ascher! 
HB 1384 

A bill to be entitled 

An act relating to local government financial 

matters; amending ss. 125.31, 166.261, and 

218,345, F.S. S revising requirements relating 

to safekeeping of securities purchased on 

behalf of counties, municipalities, and special 

districts pursuant to prov1s1ons author1z1ng 

investment of surplus public funds; providing 

an effective date. 

Be It Enacted by the Legislature of the State of Flor1da1 

Section I. Paragraph la) of subsection (2) of section 

125.31, Florida Statutes, .. amended to read1 

125.31 Investment of surplus public funds; 

regulations.--

I 2 ll a J Ever� secur1t� eurchased on behalf of the board 

ynder this sect1.on shall be eroeeil� earmarked andz if

Eh�sicall� l.S�Ued to the holder but not re�1stered with the 

1ssuer2 or its a!lentsz shall immediate l:r; be elaced for 

1afekeee1.n!l l!! a safet�-deeosit box in a financial institution 

carr�ing ade9yate safet�-deeosit box insurance within the 

�tate o[ Florida1 or if re!ll.stereg with !he issuer or its 

s1!lents2 then in a lQS:;at1on which adeguatel� erotects the

g:overnment's 1nterest 1.n the secur1.t�z or if io book entr� 

form1 then held for the credit of the board b� anl deeos1.to[� 

chartered b� the United States Government or the State of 

Florida or their desl.!lnated a!lent§ in such a manner that these 

securitj,es will be k�et seearate and aeart from the assets of 

such a financial 1nsj;1tut1.on. Every-seeur�ty-p�rchased-by-any 

s�ch-�rd-��der-the-a�thor�ty-o�-th�s-law-shall-be-properly 
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earmarked-and-:mmed:ately-plaeed-for-safekeep:ng-:n-a-safety-

depos:t-box-:n-some-bank-or-:nst:ttttion-earry:ng-adeqttate 

safety-depos:t-box-:nsttranee-w:th:n-stteh-eottntyt-and-no 

w:thdrawal-of-stteh-seettr:t:es-:n-whole-or-:n-part-shall-he 

made-from-stteh-safety-depos:t-box-exeept-ttpon-attthor:ty 

ev:deneed-by-resolut:on-of-the-board-of-eounty-eomm:ss:oners 

of-stteh-eottnty-:-

Section 2. Paragraph lal of subsection 12 l of section 

166.261, Florida Statutes, is amended to read1 

166.261 Municipalities; investments.--

12 }I al Ever}::'. securi t;i:: EUrcQased on behalf of the 

govenring bod:t U[lder this section shall be e:roeerl}::'. earmed 

and2 if E:h}::'.sicall:t issued to the holder but not reg:istered 

with the issuer2 or its ag:ents 2 shall immediatel;i:: be e:Iaced 

for safekeeeing: in a safet;i::-dee:osit box 1n a financial

institution carr:;i::ing adeg:uate safet:i::-deeosit box insurance 

within the State of Florida 2 or if registered with the issuer 

or its ag:entsz then in a location which adeg:uatel}::'. erotects 

the g:overnment's interest in the securi t:;i:: 2 or lf in l;!ook entr}::'.

form2 then held for the credit of the governing: bod}::'. bl anz:

dee:ositor}::'. chartered bl the United State;; Govet"nment or the 

State of Florida or their designated ag:ents in such a manner 

that these securities will b� kee:t see:arate and ae:art from the 

assets of such a financial institu!ion. Every-seettr:ty 

pttrehased-by-any-stteh-governtng-body-ttnder-th:s-seetton-shall 

be-properly-earmarked-and-:mmed:ately-plaeed-for-safekeep:ng 

:n-a-safety-depos:t-box-:n-a-bank-or-:nst:tut:on-earry:ng 

adeqttate-safety-depos:t-box-tnsttranee-w:th:n-the-eottnty-:n 

whteh-the-mun:e:pal:ty-:s-s:tttatedt-and-no-w:thdrawal-of-stteh 

seettr:t:esT-:n-whole-or-:n-part�-shall-be-made-from-stteh 

2 
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l safcty-dcpos2t-box-cx�cpt-ttpon-attthor2ty-cv2dcnccd-by

2 resolttt2on-of-the-govern2ng-body-of-the-mttnie2pality� 

HB 1384 

3 Section 3. Paragraph la) of subsection (2) of section 

4 218,345, Florida Statutes, is amended to read, 

5 

6 

218 345 Special districts� 1nvestments.--

(2l(a} Every security purchased on behalf of the 

7 governing body under this section shall be properly earmarked 

8 and1 if physically issued to the holder but not registered 

9 with the issuer, or its agents, shall immediately be placed 

10 for safekeeping in a safety-deposit box in a financial 

11 institution carrying adequate safety depos1t box insurance 

12 within the State of Florida, or if registered with the issuer 

13 or its agents, then in·a location which adequately protects 

14 the government's interest in the security, or if in book entry 

5 form, then held for the credit of the govenring body by any 

16 depository chartered by the United States Government or the 

17 State of Florida or their designated agents in such a manner 

18 that these securities will be kept separate and apart from the 

19 assets of such a financial institution. All-secttr2t2es 

20 pttrchascd-h1-an1-sttch-govern2ng-hody-ttnder-th2s-sect�on-shall 

21 bc-properly-carmarked-and-2mmed2ately-placed-for-safekeep2ng 

22 �n-a-safety-depos2t-box-�n-a-bank-or-�nst2tttt�on-earry2ng 

23 ade1uate-safety-depos�t-box-insttrancc-w2thin-the-d2str2ety-and 

24 no-w2thdrawal-of-sttch-secttr2t2cs-2n-wholc-or-2n-part-shall-be 

25 made-from-stteh-safety-depos2t-box-exeept-upon-attthor2ty 

26 ev2denccd-by-resolttt2on-of-the-governing-b�dy-of-the-d2strtcto 

27 

28 

9 

30 

31 

Section 4. Th1s act shall take effect October 1, 1988. 
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***************************************** 

HOUSE SUMMARY 

Revises requirements relating to safekeeping of 
securities purchased on behalf of counties, 
municipalities, and special districts pursuant to 
provisions authorizing investment of surplus public 
funds. 

HB 1384 

9.l-----------------------------1 
This publication was produced 

10 per single page in compliance 
the information of members of 

at an average cost of 1.12 cents 
with the Rules and for 
the Legislature and the public. 
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SENATE COMMITTEE AMENDMENT 
No,�---��3----� 

(reported favorably) 

The Committee on •.. Gov. Operations .... recomrnended the following 

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

Senate Amendment 

In title, on page n,.-1 •••. , line ... 13 ..... . , strike 

4 or closed-end 

5 

6 

7 

8 

9 If amendment is text from another bill insert: 
No 

10 Bill No, Draft No. With Changes? Yes 

11 e.ftd-¼nser-t-:-
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SENATE COMMITTEE AMENDMENT 
No. 2 

(reported favorably) 

The Committee on ... Gov. Operations .•.. recomrnended the following 

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

Senate Amendment 

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

7 before the word "Securities" 

8 

9 If amendment 1s text from another bill insert: 

10 Bi 11 No. 

11 insert: 

Draft No. 
No 

With Changes? Yes 

12 The Treasurer may, in his discretion, allow 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

88s0821/go02 
CODING: Words s��±eke� are deletions; words underlined are additions. 

******************************************************************* 
• Amendment No. __l, taken up by committee: 05/03/88 Adopted X • 
• Offered by Senator McPherson Failed_ •
******************************************************************* 

(Amendment No. Adopted Failed Date / / 



1 

2 

SB 821 

HB 

SENATE COMMITTEE AMENDMENT 
No. ______ l"----� 

(reported favorably) 

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

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

Senate Amendment 

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

4 or closed-end 

5 

6 

7 

8 

9 If amendment is text from another bill insert: 

10 Bill No. 
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REVISED: BILL NO. SB 419 

DATE: April 13, 1988 

SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT 

ANALYST STAFF DIRECTOR REFERENCE ACTION 

Page _l_ 

1. BradleYQ:Y-('J3 Buck Q!o 1. ECCA
2. 2. FTC 
3. 3. 

4. 4. 

SUBJECT: BILL NO. AND SPONSOR: 

The Investment of County 
and Municipal Funds 

I. SUMMARY:

A. Present Situation:

SB 419 by 
Senator Brown 

reproduced b'/

FLORIDA STATE ARCHIVES

DEPARTMENT OF STATE

R. A GRAY BUILD1NG.

Tallahassee, FL 32399-0250

Senes-1.1..-. Carton { (o 30

Sections 125.31 and 166.261, F.S., establish virtually
1dent1cal provisions for the investment of surplus public funds
by counties and mun1c1pal1ties. As used 1n these sections, the
term "surplus funds" means funds 1n any general or special
account of the county or mun1cipal1ty, held or controlled by
the county comm1ssion or governing body, which funds are not
expected to be needed for their intended purpose within a
reasonable time from the date of their investment. Unless
otherwise authorized by law or ordinance, such funds may be
invested 1n the Local Government Surplus Funds Trust Fund;
interest-bearing time deposits or savings accounts in banks and
savings and loan assoc1at1ons located 1n Florida; obligations
of the federal farm credit banks, the Federal Home Loan
Mortgage Corporation, Federal Home Loan Bank, the Government
National Mortgage Assoc1at1on, and the Federal National 
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 insurance and is located within the county. The
governing body may also receive 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 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 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 in a location adequate to protect the
governing body's interest 1n 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
a separate account.

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

II. ECONOMIC IMPACT AND FISCAL NOTE:

A. Public:



REVISED: 

DATE: April 13, 1988 

None. 

B. Government:

BILL NO. SB 419 

Page _2_ 

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 prov1s1ons,
taxpayers' funds will be saved.

Ill. COMMENTS: 

No comparable proposal has been filed 1n the House of 
Representatives. 

IV. AMENDMENTS:

None.
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SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT 

ANALYST STAFF DIRECTOR REFERENCE ACTION 
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SUBJECT: BILL NO. AND SPONSOR: 

The Investment of County 
and Municipal Funds 

CS/SB 419 by ECCA 
and Senator Brown 

I , SU!vfMARY: 

ft!proouce::1 bf 
FLORIDA STATE ftRClilV,:3 

DEPARTMf:.NT OF- ST:\TF 
R. A GRAY BL•IL01i4'.:i -

Tallahassee, FL 32399-0250 
Senes j '£ Carton /C:, 3 0 

A. Present Situation:

Sections 125.31 and 166.261, F.S., establish virtually
1dent1cal prov1s1ons for the investment of surplus public funds
by counties and mun1c1pal1t1es. As used in these sections, the
term "surplus funds" means funds 1n any general or special
account of the county or munic1pal1ty, held or controlled by
the county comm1ssion or governing body, which funds are not
expected to be needed for their intended purpose within a
reasonable time from the date of their investment. Unless
otherwise authorized by law or ordinance, such funds may be
invested in the Local Government Surplus Funds Trust Fund;
interest-bearing time deposits or savings accounts in banks and
savings and loan associations located in Florida; obligations
of the federal farm credit banks, the Federal Home Loan
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 in a bank or institution which carries adequate safety­
deposit box insurance 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 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 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
in which they were issued. 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 issuer or its agents, the securities must
be 1mrned1ately placed in a safety-deposit box.

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



REVISED: 

DATE: April 15, 1988 

11. ECONOMIC IMPACT AND FISCAL NOTE:

A. Public:

None.

B. Government: 

BILL NO. CS/SB 419 

Page _2_ 

To the extent that local governments are able ta avoid
unnecessary rental fees for safe deposit boxes and avoid audit
problems due to noncompliance with obsolete provisions,
taxpayers 1 funds will be saved.

I I I . COMMENTS : 

A s1m1)ar proposal has been filed by Representative Ascher! as HB 
1384. This measure applies the same prov1s1ons for the storage of 
securities to special districts, in add1t1on to counties and 
mun1c1palit1es. 

IV. AMENDMENTS:

None.
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ANALYST STAFF DIRECTOR REFERENCE ACTION 
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3. 3. 

4. 4. 

SUBJECT: BILL NO. AND SPONSOR: 

The Investment of County 
and Municipal Surplus Funds 

I. SUMMARY:

A. Present Situation:

SB 419 by 
Senator Brown and ECCA 

Sections 125.31 and 166.261, F.S., are virtually identical
provisions for the investment 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 is usually
unnecessary or impossible.

B. 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. Public:

None.

B. Government:

Local: 

State: 

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. 

None. 
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I I I. COMMENTS: 
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A similar proposal has been filed by Representative Ascher! 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.



:Jate: Ma-; :..1 

SEE AMENDMENTS SECTION 

Hl!Jl38Y HOUSE OF REPRESENTATIVES
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ANALYSIS & ECONOMIC IMPACT STATEMENT

BILL#: 

STAFF 

HB 1384 

RELATING TO: Local Governments/Safekeeping of Securities 

SPONSOR ( S) : 

EFFECTIVE DATE: 

Rep. Ascherl 

October 1 1988 

COMPANION BILL(S): CS/SB 419 

OTHER COMMITTEES OF REFERENCE: (1) 

( 2 ) 

Finance and Taxation 

*************************************************************************** 

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:

• "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 cf 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 cf securities
by local governments to allow fer 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.
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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.

C. SECTION-BY-SECTION ANALYSIS:

Section l. 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 l, 1988, effective date. 

II. FISCAL ANALYSIS & ECONOMIC IMPACT STATEMENT:

A. FISCAL IMPACT ON STATE AGENCIES/STATE FUNDS:

l. 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 Consequences:

None.

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:

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.

C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

1. Direct Private Sector Costs:
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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.

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 were
adopted to substitute the Senate's technically clearer arnendatory
language for provisions affecting cities and counties and to delete
language which addresses the problem for special districts.

VI. SIGNATURES:

SUBSTANTIVE COMMITTEE:
Prepared by:

�{L� 
Sharon K. Lowe 

FINANCE & TAXATION: 
Prepared by: 

APPROPRIATIONS: 
Prepared by: 

Staff,Pirecto

�

r_:

#�, ---2_� 
Ma

_
ri6�or 

I 

Staff Director: 

Staff Director: 



AS PASSED BY THE LEGISLATURE 

STORAGE NAME: hl384-f.ca 
Date: July 6, 1988 

BILL#: 

HOUSE OF REPRESENTATIVES 
COMMI'l"rEE ON COMMUNITY AFFAIRS 

FINAL STAFF ANALYSIS & ECONOMIC IMPACT STATEMENT 

HB 1384 (CS/SB 419, ss. 1, 2 & 10) 

RELATING TO: Safekeeping of Securities 

SPONSOR ( S ) : 

EFFECTIVE DATE: 

Rep. Ascherl 

October 1 1988 

DATE BECAME LAW: Jul 1 1988 

CHAPTER #: 88-171 Laws of Florida

COMPANION BILL(S): CS/SB 419 

OTHER COMMITTEES OF REFERENCE: (1) 

( 2) 

Finance and Taxation 

*************************************************************************** 

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 O. 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 involve 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 change in the law was needed to 
bring the law into conformance with modern financial management 
practices. 

B. 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.

c. 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:

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.
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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.

2. 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.

3. Long Run Effects Other Than Normal Growth:

None.

C. DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR:

1. Direct Private Sector Costs:

Minimal. Where local governing bodies pay safety-depcsit 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. 

IV. 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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V. SIGNATURES:

SUBSTANTIVE COMMITTEE: 
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Prepared by: 

APPROPRIATIONS: 
Prepared by: 

Staff Director: 

Staff Director: 
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F�ORIDA STATE PPCHIVES 

D[PAFTM.:IH OF STATE 

RELATING TO: Local Governments/Safekeeping of Securities 
TaUa'1assee, FL 32399-0250 

Sodo,- /2 Cartoq 19/J 

SPONSOR ( S) : Re . Ascherl 

EFFECTIVE DATE: October 1 1988 

COMPANION BILL(S): CS/SB 419 

OTHER COMMITTEES OF REFERENCE: (1) 

( 2 ) 

Finance and Taxation 

*************************************************************************** 

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:

• "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. 

B. 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.



Page 2 
Bill#: HB 1384 
Elate: May 1, 1988 

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.

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. 

II. 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 Consequences:

None.

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:

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

3. Long Run Effects Other Than Normal Growth:

None.
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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:

--5�K�
Sharon K. Lowe

FINANCE & TAXATION:
Prepared by: Staff Director: 
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SPONSOR{ S) : Re . Wallace 

EFFECTIVE DATE: 

COMPANION BILL{S): 

October 1 1988 

SB 821 

OTHER COMMITTEES OF REFERENCE: { 1) 

{ 2) 

Finance and Taxation 

Appropriations 

******************k******************************************************** 

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. 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. 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.



Page 2 
Bill #·: HE 1164 
Date: May 1, 1988 

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. 

B. 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(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(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.

C. SECTION-BY-SECTION ANALYSIS:

Section 1. Amends s. 125.31(1)(d) and (e), F.S., and adds
paragraph (fl 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 authoLize 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. 

II. 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 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 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 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 asection amending
s. 665.0701, F.S., to allow such investment by savings associations,
savings and loan associations, and building and loan associations.

V. 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.]

VI. SIGNATURES:

SUBSTANTIVE COMMITTEE:
Prepared by:

?�((__ 4«u 
Sharon K. Lowe 

Staff Director: 

� d.ffl-
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October 1 1988 

COMPANION BILL(S): SB 821 
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Finance and Taxation 

Appropriations 

*************************************************************************** 

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. 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. 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.

d) fl> 7 '/ MAY 3 1 1988
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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. 

B. 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 l66.26l(l)(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(l)(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(l)(a) and 280.14(1J(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.

C. SECTION-BY-SECTION ANALYSIS:

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

Section 2. Amends s. 166.26l(l)(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 authorize county 
officers to invest surplus funds in certain mutual 
funds. 

Section 5. Adds paragraph (pl 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. 

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

3. Long Run Effects Other Than Normal Growth:

None.



Page 4 
B.1ll"!j-: HB ll64 
Date: 

C. 

May 11, 1988 

DIRECT ECONOMIC IMPACT ON PRIVATE SECTOR: 

1. Direct Private Sector Costs:

None.

2. Direct Private Sector Benefits:

Banks, brokerage houses, and investment compani�s 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 B21 (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 IV., Comments, above.]
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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 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.
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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. 

B. 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 166.26l(l)(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. 

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." 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.

5. 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.

C. 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 (fl 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 (q) 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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II. 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:

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

3. Long Run Effects Other Than Nonnal Growth:

None.

4. Appropriations Consequences:

Indetenninable.

B. FISCAL IMPACT ON LOCAL GCVERNMENTS AS A WHOLE:

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

None.

2. Recurring or Annualized Continuation Effects:

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

3. Long Run Effects Other Than Nonna! 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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D. FISCAL COMMENTS:

None. 

III. LONG RANGE CONSEQUENCES:

None.

IV. COMMENTS:

None.

V. SIGNATURES:
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Prepared by:
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