M SSI SSI PPl LEQ SLATURE REGULAR SESSI ON 2004

By: Senator(s) Thanes To:  Finance

SENATE BI LL NO. 2708

1 AN ACT TO AMEND SECTI ON 25-11-121, M SSI SSI PPl CODE OF 1972,
2 TO PROVI DE THAT FUNDS OF THE PUBLI C EMPLOYEES RETI REMENT SYSTEM
3 MAY BE DEPOSI TED | N FEDERALLY | NSURED | NSTI TUTI ONS THAT MAI NTAIN A
4 FACILITY THAT TAKES DEPCSI TS I N THE STATE OF M SSI SSI PPI; TO

5 I NCREASE THE AMOUNT OF THE FUNDS OF THE PUBLI C EMPLOYEES

6 RETI REMENT SYSTEM THAT MAY | NVEST | N CERTAI N BONDS AND CERTAI N

7 POOLED OR COW NGLED REAL ESTATE FUNDS OR REAL ESTATE SECURI Tl ES;

8 AND FOR RELATED PURPOSES.

9 BE I T ENACTED BY THE LEQ SLATURE OF THE STATE OF M SSI SSI PPI :
10 SECTION 1. Section 25-11-121, M ssissippi Code of 1972, is
11 anended as foll ows:

12 25-11-121. (1) The board shall, fromtine to tine,

13 determne the current requirenments for benefit paynents and

14 administrative expense which shall be nmaintained as a cash working
15 bal ance, except that such cash working bal ance shall not exceed at
16 any tinme an anount necessary to neet the current obligations of

17 the systemfor a period of ninety (90) days. Any anmounts in

18 excess of such cash working bal ance shall be invested, as follows,
19 at such periodic intervals as the board may determ ne, provided

20 however, all purchases shall be nade from conpetitive offerings

21 except short-termobligations referred to in Section 25-11-121(d):
22 (a) Bonds, notes, certificates and other valid general
23 obligations of the State of M ssissippi, or of any county, or of
24 any city, or of any supervisors district of any county of the

25 State of M ssissippi, or of any school district bonds of the State
26 of M ssissippi; notes or certificates of indebtedness issued by

27 the Veterans' Home Purchase Board of M ssissippi, provided such

28 notes or certificates of indebtedness are secured by the pl edge of
29 collateral equal to two hundred percent (200% of the anmount of

30 the loan, which collateral is also guaranteed at least for fifty
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percent (50% of the face value by the United States governnent,
and provided that not nore than five percent (5% of the total
i nvestment hol di ngs of the systemshall be in Veterans' Hone
Purchase Board notes or certificates at any tine; real estate
nort gage | oans one hundred percent (100% insured by the Federal
Housing Adm nistration on single famly hones located in the State
of M ssissippi, where nonthly collections and all servicing
matters are handl ed by Federal Housing Adm nistration approved
nort gagees aut horized to make such loans in the State of
M ssi ssi ppi ;

(b) State of M ssissippi highway bonds;

(c) Funds may be deposited in federally insured

institutions that maintain a facility that takes deposits in the

State of M ssissippi or a custodial bank;

(d) Corporate bonds and taxabl e munici pal bonds of
i nvestment grade as rated by Standard and Poor's or by Mody's
| nvest nent Service, * * *; or corporate short-term obligations of
corporations or of wholly-owned subsidiaries of corporations,
whose short-termobligations are rated A-3 or better by Standard
and Poor's or rated P-3 or better by Mody's |Investnent Service;

(e) Bonds of the Tennessee Valley Authority;

(f) Bonds, notes, certificates and other valid
obligations of the United States, and other valid obligations of
any federal instrunentality that issues securities under authority
of an act of Congress and are exenpt fromregistration with the
Securities and Exchange Comm ssion;

(g) Bonds, notes, debentures and other securities
i ssued by any federal instrunentality and fully guaranteed by the
United States;

(h) Interest-bearing bonds or notes which are general
obligations of any other state in the United States or of any city
or county therein, provided such city or county had a popul ati on

as shown by the federal census next preceding such investnent of
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not |less than twenty-five thousand (25, 000) inhabitants and

provi ded that such state, city or county has not defaulted for a
period longer than thirty (30) days in the paynent of principal or
interest on any of its general obligation indebtedness during a
period of ten (10) cal endar years i mredi ately precedi ng such

i nvest nment ;

(i) Shares of stocks, conmon and/or preferred, of
corporations created by or existing under the laws of the United
States or any state, district or territory thereof; provided

(1) The maxi muminvestnents in stocks shall not
exceed fifty percent (50% of the book value of the total
i nvestment fund of the system

(i1) The stock of such corporation shall:

A. Be listed on a national stock exchange; or

B. Be traded in the over-the-counter market,
provi ded price quotations for such over-the-counter stocks are
quoted by the National Association of Securities Deal ers Autonmated
Quot ati on Syst em ( NASDAQ) ;

(ti1) The outstanding shares of such corporation
shall have a total market value of not less than Fifty MIIlion
Dol I ars ($50, 000, 000. 00) ;

(itv) The anmobunt of investnment in any one (1)
corporation shall not exceed three percent (3% of the book val ue
of the assets of the system and

(v) The shares of any one (1) corporation owed by
the system shall not exceed five percent (5% of that
corporation's outstandi ng stock;

(j) Bonds rated Single A or better, stocks and
convertible securities of established non-United States conpanies,
whi ch conpanies are listed on only primary national stock
exchanges of foreign nations; and in foreign governnent securities
rated Single A or better by a recognized rating agency; provided

that the total book value of investnents under this paragraph
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shall at no tine exceed thirty percent (30% of the total book
value of all investnents of the system The board may take
requi site action to effectuate or hedge such transactions through
forei gn banks, including the purchase and sale, transfer,
exchange, or otherw se disposal of, and generally deal in foreign
exchange t hrough the use of foreign currency, interbank forward
contracts, futures contracts, options contracts, swaps and ot her
rel ated derivative instrunents, notw thstandi ng any ot her
provisions of this article to the contrary;

(k) Covered call and put options on securities traded
on one or nore of the regul ated exchanges;

(I') Pooled or comm ngl ed funds managed by a corporate
trustee or by a Securities and Exchange Comm ssion regi stered
i nvestment advisory firmretained as an investnent manager by the
board of trustees, and shares of investnent conpanies and unit
i nvestnment trusts registered under the Investnent Conpany Act of
1940, where such pool ed or comm ngled funds or shares are
conprised of common or preferred stocks, bonds, noney market
instrunments or other investnents authorized under this section.
Such investnment in comm ngled funds or shares shall be held in
trust; provided that the total book val ue of investnents under
this paragraph shall at no time exceed five percent (5% of the
total book value of all investnents of the system Any investnent
manager approved by the board of trustees shall invest such
comm ngl ed funds or shares as a fiduciary;

(m Pooled or commngled real estate funds or real
estate securities managed by a corporate trustee or by a
Securities and Exchange Comm ssion regi stered investnent advisory
firmretained as an investnent manager by the board of trustees.
Such investnment in comm ngled funds or shares shall be held in
trust; provided that the total book val ue of investnents under

thi s paragraph shall at no time exceed ten percent (10% of the

total book value of all investnents of the system Any investnent
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manager approved by the board of trustees shall invest such

comm ngl ed funds or shares as a fiduciary. The ten percent (10%

limtation in this subsection shall not be subject to the five

percent (5% limtation in paragraph (lI) of this subsection.

(2) Al investnents shall be acquired by the board at prices
not exceeding the prevailing market val ues for such securities.

(3) Any limtations herein set forth shall be applicable
only at the tinme of purchase and shall not require the |iquidation
of any investnent at any tinme. Al investnments shall be clearly
mar ked to indicate ownership by the systemand to the extent
possi bl e shall be registered in the nanme of the system

(4) Subject to the above terns, conditions, limtations and
restrictions, the board shall have power to sell, assign, transfer
and di spose of any of the securities and investnents of the
system provided that said sale, assignnent or transfer has the
maj ority approval of the entire board. The board may enpl oy or
contract with investnent nmanagers, eval uation services or other
such services as determ ned by the board to be necessary for the
effective and efficient operation of the system

(5) Except as otherw se provided herein, no trustee and no
enpl oyee of the board shall have any direct or indirect interest
in the inconme, gains or profits of any investnent nade by the
board, nor shall any such person receive any pay or enolunent for
his services in connection with any investnent nmade by the board.
No trustee or enployee of the board shall becone an endorser or
surety, or in any manner an obligor for noney | oaned by or
borrowed fromthe system

(6) Al interest derived frominvestnents and any gains from
the sal e or exchange of investnents shall be credited by the board
to the account of the system

(7) The board of trustees annually shall credit regular
interest on the nean anount for the preceding year in each of the

reserves maintained by the board, with the exception of the
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expense account. This credit shall be made annually from i nterest
and ot her earnings on the invested assets of the system Any

addi tional anount required to neet the regular interest on the
funds of the systemshall be charged to the enployer's
accunul ati on account, and any excess of earnings over such regul ar
interest required shall be credited to the enployer's accunul ation
account. Regular interest shall mean such per centumrate to be
conpounded annually as shall be determ ned by the board of
trustees on the basis of the interest earnings of the systemfor

t he precedi ng year.

(8) The board of trustees shall be the custodian of the
funds of the system All expense vouchers and retirenent
al | omance payrolls shall be certified by the executive secretary
who shall furnish the board a surety bond in a conpany authorized
to do business in Mssissippi in such an anmpbunt as shall be
required by the board, the premumto be paid by the board from
t he expense account.

(9) For the purpose of neeting disbursenents for retirenent
al l omances, annuities and other paynents, cash may be kept
avai |l abl e, not exceeding the requirenents of the systemfor a
period of ninety (90) days, on deposit in one or nore banks or
trust conpani es organi zed under the laws of the State of
M ssissippi or the laws of the United States, provided that the
sum on deposit in any one (1) bank or trust conpany shall not
exceed thirty-five percent (35% of the paid-up capital and
regul ar surplus of such bank or trust conpany.

(10) Except as otherw se provided, the nonies or properties
of the Public Enployees' Retirement System of M ssissipp
deposited in any bank or banks of the United States shall, where
possi bl e, be saf eguarded and guaranteed by the posting as security
by the depository of bonds, notes and other securities purchasable
by the system as provided el sewhere in this section. The bonds,

notes and other securities offered as security shall be posted to
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the credit of the systemby the depository with the board or with
an unaffiliated bank or trust conpany domciled within the United
States or the State of M ssissippi acceptable to both the board
and to the fiscal agent bank. 1In the event the board and the
fiscal agent bank cannot reach an agreenent, the bonds, notes and
ot her securities shall be deposited in a bank or trust conpany
desi gnated by the State Conm ssioner of Banking and Consuner
Fi nance. Provided, however, that bonds or notes of the United
St at es governnent owned by the system may be deposited for
saf ekeeping in any federal reserve bank.

(11) The board of trustees shall determ ne the degree of
col l ateralization necessary for both foreign and donestic demand
deposit accounts in addition to that which is guaranteed by the
Federal Deposit |Insurance Corporation or such other federal
i nsurance programas may be in effect.

(12) The board, the executive secretary and enpl oyees shal
di scharge their duties with respect to the investnents of the
systemsolely for the interest of the systemwth the care, skill
prudence and diligence under the circunstances then prevailing
that a prudent person acting in a like capacity and famliar with
such matters would use in the conduct of an enterprise of a |ike
character and with |ike ainms, including diversifying the
investnments of the systemso as to mnimze the risk of |arge
| osses, unless under the circunstances it is clearly prudent not
to do so.

SECTION 2. This act shall take effect and be in force from

and after July 1, 2004.
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