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An act relating to investnent of public funds
(RAB); anending s. 215.835, F.S.; prescribing
rul emaki ng authority of the Division of Bond

Fi nance and State Board of Adninistration
amendi ng ss. 159.825, 218.405, 218. 407,

218.409, F.S.; prescribing rul emaking authority
of the State Board of Adnministration; anending
s. 240.551, F.S.; prescribing rul emaki ng
authority of the Prepaid Postsecondary
Educati on Expense Board; providing an effective
dat e.

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

Section 1. Section 215.835, Florida Statutes, is
amended to read:

215.835 Rul emaking aut hority.--The Division of Bond
Finance and the State Board of Administration nmay adopt rul es

as—+t—deens necessary to carry out the provisions and intent
of this act.

Section 2. Section 159.825, Florida Statutes, is
amended to read:

159.825 Terns of bonds. --

(1) The ordinance, resolution, indenture, agreenent,
or other instrument providing for the issuance of taxable
bonds nay provide for any of the follow ng:

(a) £y The bonds shall be in such denominations, in
such form either bearer or registered, and payable at such
pl ace or places, either within or without the United States,
at such tinme or tines, as, in each case, the governing body
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shal | determne subject to any linmtations on the maturity of
bonds set forth in the statutes under authority of which the
bonds are issued.

(b) €2y The bonds shall be payable in | egal tender of
the United States, in a foreign currency, in commodities, or
in precious netals, as the governing body shall deternm ne.

(c) 3y The governing body may appoint, in connection
with the bond i ssue, a cotrustee |ocated outside of the
boundaries of the United States or its territories or
possessions so long as it shall al so appoint a trustee
ot herwi se neeting the requirenents of the statutes under
authority of which the bonds are issued. The governi ng body
may appoint, in connection with the bond issue, a payi ng agent
or a copayi ng agent |ocated outside the boundaries of the
United States or its territories or possessions.

(d) t4)y Bonds shall bear interest at a rate not to
exceed an average net interest cost rate, which shall be
conmput ed by addi ng 500 basis points to the 30-year Treasury
Bond yi el d published in The Bond Buyer inmediately preceding
the first day of the calendar nonth in which the bonds are
sold. |If the interest rate on bonds bearing a floating or
variable rate of interest as calculated on the date of the
initial sale thereof does not exceed the limtation provided
by this section, so long as the basis, nethod, or forrmula for
conputing the floating or variable rate does not change during
the life of the bonds, subsequent increases in the interest
rate in accordance with said basis, nethod, or fornula shal
not cause the interest rate on the bonds to violate the
limtation provided by this paragraph subseetioen. A
certificate by the issuer of the bonds as to the conputation
of the interest rate in conpliance with this requirenent shal

2

CODING:Words st+ieken are deletions; words underlined are additions.




ENRCLLED

1998 Legislature CS for SB 1332
1| be deened concl usive evidence of conpliance with the
2 | provisions of this paragraph stubseetioft. Such maxi numrate
3| does not apply to bonds rated by a nationally recognized
4 | rating service in any one of the three highest
5] classifications, which rating services and cl assifications are
6 | determ ned pursuant to rul es adopted by the State Board of
7 | Adnmi ni stration.
8 (e) £5)r Upon the request of and application by a
9| governnental unit, the State Board of Admi nistration nmay
10 | authorize, for a specific issue or reissue of bonds, a rate of
11 ] interest in excess of the maximumrate prescribed in paragraph
12 |(d) subseet+on—<4). The governmental unit shall provide in
13| its application reguest:
14 1. ta) Rel evant supporting data which shall include,
15| but not be linmted to:
16 a.*- The official statement or prospectus, if
17 | available, or simlar information relating to the sale of the
18 | bonds;
19 b.2- The resolution or ordinance authorizing the
20 | i ssuance of the bonds;
21 c.3— Financial data relating to anticipated revenue,
22 | debt service, and coverage; and
23 d. 4~ The nost recent financial statement of the
24 | governnental unit.
25 2.{b)y Information relating to sale of the bonds,
26 | i ncludi ng the anmount of the discount, if any. In naking the
27 | determnation to exceed the maxinuminterest rate, the State
28 | Board of Administration shall consider, but not be limted to
29 | consi dering, conparable sal es of other taxable bonds of other
30 | governnmental units and evidence that the objectives and intent
31
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of the issuing of such bonds will be realized. This

subpar agr aph does paragraph—shat- not apply to:
a. +— Bonds whi ch have been sold prior to June 30,

1987, and which are delivered pursuant to said sale on or
after June 30, 1987.

b. 2- Bonds issued to finance projects under part 11,
part 111, or part V of this chapter or health facilities under
part |Il of chapter 154.

C.3— Limt or restrict the rate of interest on bonds
or other obligations of nunicipal utilities or agencies
t hereof issued or made pursuant to authority provided in part
Il of chapter 166 and s. 215.431

(f)6) In connection with, or incidental to, the sale
and i ssuance of bonds, the governnental unit nmay enter into
any contracts which the governing body determ nes to be
necessary or appropriate to achieve a desirable effective
interest rate in connection with the bonds by neans of, but
not limted to, contracts comonly known as investnent
contracts, funding agreenents, interest rate swap agreenents,
currency swap agreenents, forward paynent conversion
agreenents, futures, or contracts providing for paynents based
on |l evels of or changes in interest rates, or contracts to
exchange cash flows or a series of payments, or contracts,
including, without limtation, options, puts, or calls to
hedge paynent, rate, spread, or simlar exposure. Such
contracts or arrangenents nmay al so be entered into by
governnmental units in connection with, or incidental to,
entering into any agreenent which secures bonds or provides
liquidity therefor. Such contracts and arrangenents shall be
made upon the terns and conditions established by the
governi ng body, after giving due consideration for the credit
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wort hi ness of the counterparties, where applicable, including
any rating by a nationally recogni zed rating service or any
other criteria as nay be appropri ate.

(g9) A In connection with, or incidental to, the sale
and i ssuance of the bonds, or entering into any of the
contracts or arrangenents referred to in paragraph (f)

subseetion—(6), the governnental unit nmay enter into such

credit enhancenent or liquidity agreenents, with such paynent,

interest rate, security, default, renedy, and other termnms and
condi tions as the governing body shall deternm ne.

(h) £8) Notwi t hstandi ng any provisions of state |aw
relating to the investnent or reinvestnent of surplus funds of
any governnmental unit, proceeds of the bonds and any nbneys
set aside or pledged to secure paynent of the principal of,
premum if any, and interest on the bonds, or any of the
contracts entered into pursuant to paragraph (f)stubseetion

6), may be invested in securities or obligations described in

t he ordi nance or resolution providing for the i ssuance of the
bonds.
(2) The State Board of Administration may adopt rul es

necessary to adninister this section

Section 3. Section 218.405, Florida Statutes, is
amended to read:

218. 405 Local Governnent Surplus Funds Trust Fund;
creation.--There is hereby created a Local Governnent Surplus

Funds Trust Fund to be adnministered by the State Board of

Adm ni stration and to be conposed of |ocal governnent surplus
funds deposited therein by units of |ocal governnment under the
procedures established in this part. The board may adopt rul es

to adninister the provisions of this section.
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1 Section 4. Section 218.407, Florida Statutes, is
2 | anended to read:
3 218. 407 Local governnent investnent authority.--
4 (1) Upon determination by the governing body that it
5]is inthe interest of the unit of | ocal governnent to deposit
6| surplus funds in the trust fund, a resolution by the governing
7 | body shall be filed with the State Board of Adninistration
8 | authorizing investnent of its surplus funds in the trust fund
9| established by this part. The resolution shall nane:
10 (a) The local governnent official, who may be the
11 | chief financial or admnistrative officer of the |oca
12 | governnent, or
13 (b) An independent trustee holding funds on behal f of
14 | the unit of |ocal governnent,
15
16 | responsi ble for deposit and wi thdrawal of such funds ant—shat+
17 | state—the—approxifate—cash—fHowreguirerents—of—thetocal
18 | government—For—the—surptus—funds—to—beinvested.
19 (2) The State Board of Administration shall, upon the
20| filing of the resolution, invest the noneys in the trust fund
21| in the same nanner and subject to the sane restrictions as are
22 | set forth in s. 215.47. Except when authorized by the board,
23| all units of local governnent which qualify to be participants
24 |1 in the Local Governnent Surplus Funds Trust Fund after January
251 1, 1982, will normally have surplus funds deposited into a
26 | pool ed i nvest ment account.
27 (3) The provisions of this part shall not inpair the
28 | power of a unit of local governnment to hold funds in deposit
29 | accounts with banking or savings institutions or to invest
30| funds as otherw se authorized by | aw.
31
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Section 5. Subsections (2), (3), (4), (5), and (6) of
section 218.409, Florida Statutes, are anended to read:

218.409 Administration of the trust fund.--

(2) The State Board of Adm nistration shall adm nister
the investnent trust funds on behalf of the participants and
shal | have the power to invest such funds. A fee nay be

charged on any transaction that is not in accord with the

cl ose of business as set by the board.

(3) The State Board of Adm nistration may purchase
such surety or other bonds as may be necessary for its
officials in order to protect the fund. A reserve fund may be

established to fulfill this purpose.

(4) Al investnents may be purchased jointly for the
participants in the trust fund. The board may al so purchase
i nvestnents for a pool ed investnent account in which al
participants may share pro rata, as deternmined by rule of the
board, in the capital gain, inconme, or |osses, subject to any
penalties for early withdrawal. The board shall determ ne the

rate of return for the pooled i nvestnent account. A system nay

be devel oped by the board to keep current account bal ance

informati on and to apportion pooled i nvestnent earni ngs back

to individual accounts.

(5) The State Board of Administration shall keep a
separate account, designated by nane and nunber of each
participating |ocal governnment. A maxi mum nunber of accounts

all oned for each participant may be established by the board.

I ndi vi dual transactions and totals of all investnents, or the
share bel onging to each participant, shall be recorded in the
accounts.

(6) The State Board of Admi nistration shall report
sem annual Iy or upon request to every participant having a
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beneficial interest in the trust fund. The report shall show
the changes in investnents made during the precedi ng period.
The report shall delineate, in a manner which is in accordance
with generally accepted governnental accounting procedures,

t hose funds on deposit, the nanner in which the funds are

i nvested, and the interest earnings thereon. The State Board
of Adm nistration shall furnish upon request the details of an
i nvestnent transaction to any participant. Additiona

reporting nay be nade to pool participants.

Section 6. Paragraph (c) of subsection (5) of section
240.551, Florida Statutes, is anended to read:

240.551 Florida Prepaid Postsecondary Education
Expense Program - -

(5) The Florida Prepaid Postsecondary Education
Expense Program shall be adm nistered by the Prepaid
Post secondary Educati on Expense Board as an agency of the
state. The Prepaid Postsecondary Education Expense Board is
hereby created as a body corporate with all the powers of a
body corporate for the purposes delineated in this section
For the purposes of s. 6, Art. IV of the State Constitution,
the board shall be assigned to and adninistratively housed
within the State Board of Adm nistration, but it shal
i ndependently exercise the powers and duties specified in this
section. The board shall consist of seven nenmbers to be
conposed of the Insurance Conmi ssioner and Treasurer, the
Conptroller, the Chancellor of the Board of Regents, the
Executive Director of the State Board of Comrunity Coll eges,
and three nenbers appoi nted by the Governor and subject to
confirmation by the Senate. Each nenber appointed by the
Governor shall possess know edge, skill, and experience in the
areas of accounting, actuary, risk managenent, or investnent
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1| managenent. Each nenber of the board not appointed by the
2 | Governor may nane a designee to serve the board on behal f of
3 | the nenber; however, any designee so named shall neet the
4 | qualifications required of gubernatorial appointees to the
5| board. Menbers appoi nted by the Governor shall serve terms of
6| 3 years except that, in nmaking the initial appointnents, the
7 | Governor shall appoint one nenber to serve for 1 year, one
8 | menber to serve for 2 years, and one nenber to serve for 3
9| years. Any person appointed to fill a vacancy on the board
10 | shall be appointed in a like nanner and shall serve for only
11| the unexpired term Any nenber shall be eligible for
12 | reappoi ntnent and shall serve until a successor qualifies.
13 | Menbers of the board shall serve wi thout conpensation but
14 | shall be reinbursed for per diemand travel in accordance with
15| s. 112.061. Each nenber of the board shall file a full and
16 | public disclosure of his or her financial interests pursuant
171 to s. 8, Art. Il of the State Constitution and correspondi ng
18 | statute.
19 (c) The board shall have the powers necessary or
20 | proper to carry out the provisions of this section, including,
21| but not limted to, the power to:
22 1. Adopt an official seal and rules.
23 2.  Sue and be sued.
24 3. Make and execute contracts and ot her necessary
25 | i nstrunents.
26 4. Establish agreenents or other transactions with
27 | federal, state, and |ocal agencies, including state
28 | universities and community coll eges.
29 5. Invest funds not required for inmediate
30 | di sbursenent .
31
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6. Appear in its own behalf before boards,
conmi ssions, or other governnental agencies.

7. Hold, buy, and sell any instrunents, obligations,
securities, and property determ ned appropriate by the board.

8. Require a reasonable length of state residence for
qgual i fi ed beneficiaries.

9. Restrict the nunber of participants in the
community college plan, university plan, and dormitory
resi dence plan, respectively. However, any person denied
participation solely on the basis of such restriction shall be
granted priority for participation during the succeedi ng year

10. Segregate contributions and paynents to the fund
into various accounts and funds.

11. Contract for necessary goods and services, enploy
necessary personnel, and engage the services of private
consultants, actuaries, nanagers, |egal counsel, and auditors
for adm nistrative or technical assistance.

12. Solicit and accept gifts, grants, |oans, and other
aids fromany source or participate in any other way in any
governnment programto carry out the purposes of this section

13. Require and collect adninistrative fees and
charges in connection with any transacti on and i npose
reasonabl e penalties, including default, for delinquent
payrments or for entering into an advance paynent contract on a
fraudul ent basis.

14. Procure insurance against any |oss in connection
with the property, assets, and activities of the fund or the
boar d.

15. I npose reasonable tine limts on use of the
tuition benefits provided by the program However, any such
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limtation shall be specified within the advance paynent
contract.

16. Delineate the terns and conditions under which
payments may be withdrawn fromthe fund and i npose reasonabl e
fees and charges for such w thdrawal. Such ternms and
conditions shall be specified within the advance paynent
contract.

17. Provide for the receipt of contributions in |lunp
suns or installnment paynents.

18. Establish other policies, procedures, and criteria
to inplenent and admi nister the provisions of this section.

19. Require that purchasers of advance paynent
contracts verify, under oath, any requests for contract
conversi ons, substitutions, transfers, cancell ations, refund
requests, or contract changes of any nature. Verification
shal | be acconplished as authorized and provided for in s.
92.525(1)(a).

20. Adopt procedures to govern contract dispute

proceedi ngs between the board and its vendors.

Section 7. This act shall take effect upon becoming a
| aw.
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