M SSI SSI PPl LEG SLATURE REGULAR SESSI ON 2000

By: Hewes, Burton To: Universities and
Col | eges

SENATE BILL NO 2918
(As Sent to Governor)

1 AN ACT TO AMEND SECTI ON 37-155-9, M SSI SSI PPI CODE OF 1972,

2 TO EXPAND THE AUTHORI TY OF THE BOARD OF DI RECTORS OF THE

3 M SSI SSI PPl PREPAI D AFFORDABLE COLLEGE TUI TI ON ( MPACT) PROCGRAM

4 TRUST FUND TO I NVEST FUNDS I N I NSTI TUTI ONAL | NVESTMENT TRUSTS AND
5 I NSTI TUTI ONAL CLASS SHARES OF | NVESTMENT COVPANI ES; AND FOR

6 RELATED PURPOSES.

7 BE I T ENACTED BY THE LEGQ SLATURE OF THE STATE OF M SSI SSI PPI
8 SECTION 1. Section 37-155-9, M ssissippi Code of 1972, is

9 anended as follows:[HS1]

10 37-155-9. In addition to the powers granted by any ot her

11 provision of this chapter, the board of directors shall have the
12 powers necessary or convenient to carry out the purposes and

13 provisions of this chapter, the purposes and objectives of the

14 trust fund and the powers del egated by any other |aw of the state
15 or any executive order thereof, including, but not limted to, the
16 follow ng express powers:

17 (a) To adopt and anend byl aws;

18 (b) To adopt such rules and regul ations as are

19 necessary to inplenment the provisions of this chapter;
20 (c) To invest any funds of the trust fund in any
21 instrunent, obligation, security or property that constitutes
22 legal investnments for public funds in the state and to nane and
23 use depositories for its investnments and hol di ngs;
24 (d) To execute contracts and ot her necessary
25 instrunents;
26 (e) To inpose reasonable requirenments for residency for
27 beneficiaries at the time or purchase of the contract;
28 (f) To inpose reasonable limts on the nunber of

S. B. No. 2918
00\ SS06\ R1221SG
PAGE 1



29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61

contract participants in the trust fund at any given period of
time;

(g) To contract for necessary goods and services, to
enpl oy necessary personnel, and to engage the services of
consultants for adm nistrative and techni cal assistance in
carrying out the responsibilities of the trust fund;

(h) To solicit and accept gifts, including
bequeat hnments or other testanmentary gifts nade by will, trust or
ot her disposition, grants, |oans and other aids from any personal
source or to participate in any other way in any federal, state or
| ocal governnmental prograns in carrying out the purposes of this
chapter. Any gifts made to the board under this subsection * * *

shal | be deductible fromtaxable inconme of the state in the tax
year ;

(1) To define the terns and conditions under which
paynments may be withdrawn or refunded fromthe trust fund,_
including, but not limted to, the anbunt paid in and an
addi tional anpunt in the nature of interest at a rate that
corresponds, at a mninmum to the prevailing interest rates for
savi ngs accounts provi ded by banks and savi ngs and | oan
associ ations and i npose reasonabl e charges for such w thdrawal or
r ef und;

(j) To ensure applicability to private and out-of-state
tuitions:

(1) Under the program a state purchaser may enter
into a prepaid tuition contract with the board under which the
purchaser agrees to attend a public institution of higher
education in M ssissippi;

(ii) If the beneficiary of a plan described by
Section 37-155-11 enrolls in any in-state or out-of-state
regionally accredited private four- or two-year college or an
out-of-state regionally accredited, state-supported, nonprofit

four- or two-year college or university, the board shall pay to
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the institution an anount up to, but not greater than, the tuition
and required fees that the board woul d have paid had the
beneficiary enrolled in an institution of higher education covered
by the plan selected in the prepaid tuition contract. The
beneficiary is responsible for paying a private institution or an
out-of-state public institution the amount by which the tuition
and required fees of the institution exceed the tuition and
required fees paid by the board;

(k) To inpose reasonable tinme [imts on the use of the
tuition benefits provided by the program

(1) To provide for the receipt of contributions to the
trust fund in lunp suns or installnent paynents;

(m To adopt an official seal and rules;

(n) To sue and be sued;

(o) To establish agreenents or other transactions with
federal, state and | ocal agencies, including state universities
and community col | eges;

(p) To appear in its own behalf before boards,
conmmi ssi ons or other governnental agencies;

(q) To segregate contributions and paynents to the fund
into various accounts and funds;

(r) To require and collect admnistrative fees and
charges in connection with any transaction and i npose reasonabl e
penal ties, including default, for delingquent paynments or for
entering into an advance paynment contract on a fraudul ent basis;

(s) To procure insurance against any |oss in connection
with the property, assets and activities of the fund or the board;

(t) To require that purchasers of advance paynent
contracts verify, under oath, any requests for contract
conversions, substitutions, transfers, cancellations, refund
requests or contract changes of any nature;

(u) To adm nister the fund in a manner that is

sufficiently actuarially sound to neet the obligations of the
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program The board shall annually eval uate or cause to be
eval uated the actuarial soundness of the fund. |If the board
perceives a need for additional assets in order to preserve
actuarial soundness, the board may adjust the terns of subsequent
advance paynent contracts to ensure such soundness;

(v) To establish a conprehensive investnent plan for
t he purposes of this section. The conprehensive investnent plan
shal | specify the investnent policies to be utilized by the board
inits admnistration of the fund. The board may authorize
i nvestnments in:

(i) Bonds, notes, certificates and other valid
general obligations of the State of M ssissippi, or of any county,
or of any city, or of any supervisors district of any county of
the State of M ssissippi, or of any school district bonds of the
State of M ssissippi; notes or certificates of indebtedness issued
by the Veterans’ Honme Purchase Board of M ssissippi, provided such
notes or certificates of indebtedness are secured by the pl edge of
collateral equal to two hundred percent (200% of the anmount of
the loan, which collateral is also guaranteed at |east for fifty
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
Housi ng Admi nistration on single famly hones |ocated in the State
of M ssissippi, where nonthly collections and all servicing
matters are handl ed by Federal Housing Adm nistration approved
nor t gagees aut hori zed to make such loans in the State of
M ssi ssi ppi ;

(i1i) State of M ssissippi highway bonds;

(ti1) Funds may be deposited in federally insured
institutions domciled in the State of M ssissippi or a custodial

bank whi ch appears on the State of M ssissippi Treasury
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Department’ s approved depository |ist and/or safekeeper |ist;

(iv) Corporate bonds of investnent grade as rated
by Standard & Poor’s or by Mody' s Investnent Service, with bonds
rated BAA/BBB not to exceed five percent (5% of the book val ue of
the total fixed inconme investnments; or corporate short-term
obl i gati ons of corporations or of wholly owned subsidiaries of
cor porations, whose short-termobligations are rated A-3 or better
by Standard and Poor’s or rated P-3 or better by Mody' s
| nvest ment Servi ce;

(v) Bonds of the Tennessee Valley Authority;

(vi) Bonds, notes, certificates and other valid
obligations of the United States, and other valid obligations of
any federal instrumentality that issues securities under authority
of an act of Congress and are exenpt fromregistration with the
Securities and Exchange Commi ssi on;

(vii) Bonds, notes, debentures and ot her
securities issued by any federal instrunentality and fully
guaranteed by the United States. Direct obligations issued by the
United States of America shall be deened to include securities of,
or other interests in, any open-end or closed-end managenent type
i nvest ment conpany or investnment trust registered under the
provi sions of 15 USCS Section 80(a)-1 et seq., provided that the
portfolio of such investnment conpany or investnment trust is
limted to direct obligations issued by the United States of
America, United States governnment agencies, United States
government instrunmentalities or United States governnent sponsored
enterprises, and to repurchase agreenents fully collateralized by
direct obligations of the United States of Anmerica, United States
government agencies, United States governnent instrunentalities or
United States governnent sponsored enterprises, and the investnent
conpany or investnment trust takes delivery of such collateral for
t he repurchase agreenent, either directly or through an authorized

custodian. The State Treasurer and the Executive Director of the
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Depart ment of Finance and Adm ni stration shall review and approve
t he investnent conpanies and investnent trusts in which funds may
be invested * * *;

(viii) 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
i nvestnment of not |ess than twenty-five thousand (25, 000)

i nhabi tants and provided 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

i ndebt edness during a period of ten (10) cal endar years

i mredi ately precedi ng such investnent;

(1x) Shares of stocks, common and/or preferred, of
corporations created by or existing under the laws of the United
States or any state, district or territory thereof; provided:

(A) The maxi muminvestnents in stocks shal
not exceed fifty percent (50% of the book value of the total
i nvestnent fund of the system

(B) The stock of such corporation shall

1. Be listed on a national stock
exchange, or

2. Be traded in the over-the-counter
mar ket, provided price quotations for such over-the-counter stocks
are quoted by the National Association of Securities Dealers
Aut omat ed Quot ati on Syst em ( NASDAQ) ;

(© The outstanding shares of such
corporation shall have a total market value of not less than Fifty
MIlion Dollars ($50, 000, 000.00);

(D) The anobunt of investnent in any one (1)
corporation shall not exceed three percent (3% of the book val ue
of the assets of the system and

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

(x) Bonds rated Single A or better, stocks and
convertible securities of established non-United States conpani es,
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 recogni zed rating agency; provided
that the total book value of investnments under this paragraph
shall at no tine exceed twenty percent (20% 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 other rel ated
derivative instrunments, notw thstandi ng any ot her provisions of
this chapter to the contrary;

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

(xii) Institutional investnent trusts 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 directors, and institutional class shares

of investnment conpanies and unit investnment trusts registered
under the Investnent Conpany Act of 1940 where such * * * funds or
shares are conprised of common or preferred stocks, bonds, noney
mar ket instruments or other investnents authorized under this

section. * * * Any investnent nmanager or nenagers approved by

the board of directors shall invest such * * * funds or shares as
a fiduciary;

(xi1i) Pooled or conm ngled real estate funds or
real estate securities managed by a corporate trustee or by a

Securities and Exchange Comm ssion registered investnent advisory
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firmretained as an i nvestnent manager by the board of directors.
Such investnment in conmm 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 directors shall invest such

comm ngl ed funds or shares as a fiduciary * * *;

(w Al investnents shall be acquired by the board at
prices not exceeding the prevailing market values for such
securities;

(x) 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 investnents shal
be clearly marked to indicate ownership by the systemand to the
extent possible shall be registered in the nane of the system

(y) 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 the sale, assignment or transfer has the
maj ority approval of the entire board. The board may enpl oy or
contract with investnment managers, evaluation services or other
such services as determ ned by the board to be necessary for the
effective and efficient operation of the system

(z) 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 made by
t he board, nor shall any such person receive any pay or enol unent
for his services in connection with any investnent made 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

(aa) Al interest derived frominvestnents and any

gains fromthe sale or exchange of investnents shall be credited
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by the board to the account of the system

(bb) To delegate responsibility for adm nistration of
t he conprehensive investnment plan to a consultant the board
determ nes to be qualified. Such consultant shall be conpensated
by the board. Directly or through such consultant, the board may
contract to provide such services as may be a part of the
conprehensi ve investnment plan or as nay be deemed necessary or
proper by the board or such consultant, including, but not limted
to, providing consolidated billing, individual and collective
record keeping and accounting, and asset purchase, control and
saf ekeepi ng;

(cc) To annually prepare or cause to be prepared a
report setting forth in appropriate detail an accounting of the
fund and a description of the financial condition of the program
at the close of each fiscal year. Such report shall be submtted
to the Governor, the Lieutenant Governor, the President of the
Senate, the Speaker of the House of Representatives, and nenbers
of the Board of Trustees of State Institutions of Hi gher Learning,

the State Board for Comunity and Junior Colleges * * * and the

State Board of Education on or before March 31 each year. In
addition, the board shall make the report available to purchasers
of advance paynent contracts. The board shall provide to the
Board of Trustees of State Institutions of H gher Learning and the
State Board for Community and Juni or Coll eges by March 31 each
year conpl ete advance paynent contract sales information including
proj ect ed postsecondary enroll nments of beneficiaries. The
accounts of the fund shall be subject to annual audits by the
State Auditor or his designee;

(dd) To solicit proposals for the marketing of the
M ssi ssi ppi Prepaid Affordable College Tuition Program The
entity designated pursuant to this paragraph shall serve as a
centralized marketing agent for the program and shall solely be

responsi ble for the marketing of the program Any materials
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produced for the purpose of marketing the prograns shall be
submtted to the board for review. No such materials shall be
made available to the public before the materials are approved by
the board. Any educational institution may distribute marketing
mat eri al s produced for the program however, all such materials
shal | have been approved by the board prior to distribution.
Nei t her the state nor the board shall be |iable for
m srepresentation of the program by a nmarketing agent; and

(ee) To establish other policies, procedures and
criteria necessary to inplenent and adm ni ster the provisions of
this chapter.

For efficient and effective admnistration of the program and
trust fund, the board may authorize the State of M ssissipp
Treasury Departnment and/or the State Treasurer to carry out any or
all of the powers and duties enunerated above.

SECTION 2. This act shall take effect and be in force from
and after July 1, 2000.

S. B. No. 2918
00\ SS06\ R1221SG
PAGE 10



