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Date
MINUTES OF THE Senate Committee on Financial Institutions and Insurance.
The meeting was called to order by Chairperson Dick Bond at 9:07 a.m. on February 7, 1995 in Room 529-§
of the Capitol.
All members were present.

Committee staff present: Dr. William Wolff, Legislative Research Department
Fred Carman, Revisor of Statutes
June Kossover, Committee Secretary
Bruce Kinzie, Revisor of Statutes
Richard Ryan, Legislative Research Department

Conferees appearing before the committee: James Maag, Kansas Bankers Association
Jim Reardon, Kansas Association of Counties
Norm Wilks, Kansas Association of School Boards
Chris McKenzie, League of Kansas Municipalities
Sally Thompson, State Treasurer

Others attending: See attached list

Senator Steffes made a motion to approve the minutes of the meeting of February 6 as submitted. Senator
Petty seconded the motion; the motion carried.

Senator Hensley requested introduction of a bill to make it a class A nonperson misdemeanor to maliciously
circulate false rumors concerning the financial status of the Municipal Investment Pool. (Attachment #1)
Senator Hensley moved to introduce the bill. Senator Petty seconded the motion; the motion carried.

James Maag, Kansas Bankers Association, appeared before the committee to request introduction of
legislation relating to purchase of life insurance policies on banks’ executive officers and directors.
(Attachment #2) Senator Praeger made a motion, seconded by Senator Steffes to introduce this bill. The
motion carried.

The hearing continued on SB 9, with Jim Reardon, Kansas Association of Counties, testifying before the
committee that his association is strongly supportive of the MIP and that he is in agreement with statutorily
requiring monthly reports, with restructuring the PMIB and retaining a financial expert. (Attachment#3) Mr.
Reardon, however, strongly urged the committee to carefully consider the restructuring efforts and internal
policy changes that are currently underway before enacting “corrective” legislation.

Chairman Bond asked Mr. Reardon why he had included clarifying KSA 12-1677a to either authorize or
prohibit the operation of multiple municipal investment portfolios within the MIP in his suggested changes,
and Mr. Reardon responded that this was included in the Post Audit Report and he felt it should be addressed.

Senator Steffes questioned Mr. Reardon’s statement that no one can anticipate the problems experienced by the
MIP in 1994 since counties doing their own investing did not suffer losses because they matched maturities of
deposits to maturity of investments. Senator Steffes also asked Mr. Reardon for his opinion regarding using
idle funds to support the MIP and Mr. Reardon said that he thought it was appropriate for the State Treasurer
to use idle funds to manage risk.

In response to Mr. Carman’s question, Mr. Reardon explained that the language, “The PMIB should
implement adjustments to ‘make whole’ the state idle funds pool,” contained in #2, page 2 of his testimony
was suggested to make restitution for any loss suffered by the idle funds pool.

Norm Wilks, Kansas Association of School Boards, appeared in support of the MIP and urged caution in
proceeding with statutory changes. (Attachment #4) Senator Steffes observed that the law of risk and return
cannot be repealed; however, if the MIP is to benefit from the returns, pool members must be prepared to
accept the risk involved and that a wall should be established so that idle funds can never be available to
protect the investments of the MIP.

There being no further questions and no other conferees, the hearing on 8B 9 was closed. The committee
spent the remaining committee time considering the prop()sals suggested by Mr. McKenzie of the League of
Kansas Municipalities. (Attachment #5) The Chairman then referred SB 9 to a subcommittee.

The committee adjourned at 10:00 a.m. The next meeting is scheduled for February 8, 1995.

Unless specifically noted, the individual remarks recorded herein have not been transcribed
verbatim. Individual remarks as reported herein have not been submitted to the individuals 1
appearing before the committee for editing or corrections.
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SENATE BILL NO.
By Senator Hensley
AN ACT relating to crimes and punishment; concerning maliciously
circulating false rumors concerning financial status of the

municipal investment pool fund; amending K.S.A. 1994 Supp.

21-4005 and repealing the existing section.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 1994 Supp. 21-4005 is hereby amended to
read as follows: 21-4005. (a) Maliciously circulating false
rumors concerning financial status is maliciously and without
probable cause circulating or causing to be circulated any false
rumor with intent to injure the financial standing or reputation

of the municipal investment pool fund, established pursuant to

K.S.A. 1994 Supp. 12-1677a, and amendments thereto, or any bank,

financial or business institution or the financial standing of
any individual in this state, or making any statement or
circulating or assisting in circulating any false rumor or report
for the purpose of injuring the financial standing of the

municipal investment pool fund, established pursuant to K.S.A.

1994 Supp. 12-1677a, and amendments thereto, or any bank,

financial or business institution or of any individual in this
state.

(b) Maliciously circulating false rumors concerning
financial status is a class A nonperson misdemeanor.

Sec. 2. K.S.A. 1994 Supp. 21-4005 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and

after its publication in the Kansas register.
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(22) subject to the prior approval of the state bank commissioner
and the state banking board and subject to such rules and regulations
as arc adopted by the state bank commissioner pursuant to K.S.A.
9-1713, and amendments thereto, to promote safe and sound banking
practices, a bank may establish a subsidiary which engages in the
following securitics activities: (a) selling or distribuling stocks, bonds,
debentures, notes, mutual funds and other securitics, (b) issuing and
undenwvriting municipal bonds, (¢) organizing, sponsoring and op-
eraling mutual funds, (d) acting as a securitics broker-dealer;

(23) to subscribe to, acquire, hold and dispose of stock of any
class of the federal agricultural mortgage corporation, a corporation
having as its purposc the acquisition, holding and disposition of loans
sceured by agricultural real estate mortgages. No bank’s investment
in such corporation shall exceed 5% of its capital stock, surplus and
undivided profits and such investinent shall be carried on the books
ol the bank as dirceted by the commissioner;

(24) (o subscribe to, buy and own stock in an insurance company
incorporated prior to 1910, under the Taws of Kuansas, with corporate
headquarters in this state, which only provides insurance to financial
institutions. The investment in such stock shall not exceed 2% of
the bank’s capital stock, surplus and undivided profits;

(25) to purchase and hold an interest in life insurance policies
on the life of its exceutive officers and directors, and to purchase
lifc insurance policics for the sole purpose of providing employee
deferred compensation and benelit plans subject to the limitations

listed herein. STunding for the payment ol cinployee compensation
and benefit plans as well as the benefits derived may be made or
split in a joint manner between the bank, emplovee or bank holding
company as in “split dollar™ or other insurance plans:

(a) Life insurance purchased and held on the life of executive
officers and directors are subject to the following limitations:

iy The cash surrender value of any life insurance policy on an
executive officer or director undenwritten by any one life insurance
company cannot at any time exceed 15% of the bank’s capital stock,
surplus, undivided profits, loan loss reserve, capital notes and de-
bentures and reserve for contingencey, unless the bank has obtained
the prior approval of the state bank commissioner;

(i) the cash surrender value of life insurance policies on executive
officers or directors, in the aggregate from all companies, cannot at
any time exceed 25% of the bank’s capital stock, surplus, undivided
prolits, loan loss reserve, capital notes and debentures and reserve
for contlingency, unless the bank has obtained the prior approval of
the state bank commissioner;

If the bank has the authority to direct the investments of the
cash surrender value of the policy, those investments shall be
limited solely to asscts which may be directly purchased by the
bank for its own account.

The limitations sct forth in subscctions (a)_ anfi (b) below do
not apply to any such lifc insurance policies in place before

July 1, 1993.




(iii) the authorily lo hold life insurance on any exceutive officer
ceases if the executive officer is no longer employed by the bank
or no longer meets the definition of an exceutive officer;

(iv) the authorily lo hold life insurance-on a dircelor ceases when
that dircclor is no longer a member of the board of dircctors;

(v) the bank’s hoard of dircctors must approve and document the
purchase of any lile insurance, including the reasonableness of such
purchase; and

(vi) except as part of a reasonable compensation or benelit plan,
a bank is not authorized to purchasc life insurance as an eslale
management device for the benefit of officers, directors or employees
who are also controlling sharcholders of the bank.

(b) Life insurance purchased for the sole purpose of providing
deferred compensation and benefit plans are subject to the following
limitations:

(i) The bank may purchase individual or group policies for the
sole purpose of providing deferred compensation agreements entered
into with its officers and cimployces;

(ii) the bunk may purchase policies on directors (o fund a deferred
directors fees program;

(iii) the board of directors must approve and document such
deferred plans including the reasonableness of the plans;

(iv) the bank is not authorized to hold the policies unless spe-
cifically approved by the state bunking board if no liability exists
under the-deferred compensation plans;

(v) the cash surrender value of any life insurance policy purchased
for the sole purpose of providing delerred compensation and benefit
plans, underwritlen by any one lile insurance company, cannol ex-
ceed at any time, 15% of the bank's capital stock, surplus, undivided
profits, loan loss reserve, capital notes and debentures and reserve
for contingency, unless the bank has obtained the prior approval of
the state bank commissioner;

(vi) the cash surrender value of life insurance policies purchased
for the sole purpose of providing deferred compensation and benefit
plans, in the aggregale from all companics, cannot at any lime exceed
95% of the bank’s capital stock, surplus, undivided profits, loan loss
reserve, capital notes and debentures and reserve for contingency,
unless the bank has obtained the prior approval of the state bank

commissioner; and
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-3



KANSAS
ASSQCIATION
OF COUNTIES

“Service to County Government”

215 S.E. 8th

Topeka, Kansas 66603-3906
(913) 233-2271

FAX (913) 233-4830

EXECUTIVE BOARD

President

Barbara Wood
Bourbon County Clerk
210 5. National

1) 535 Sg00s ot 54 TO: _ Senator Dick Bond, Chairman
Vice-President Financial Institutions & Insurance Committee

Dudiey Feuerborn
Anderson County Commissioner
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O13) 4485411 Director, Legal Services
Past President
Murray Nolte .
Srrom Gounty Commissioner Date: February 6, 1995
Merriam, KS 66202
(913)432-3784
RE: S.B. 9 Municipal Investment Pool (MIP)

Nancy Hempen
Douglas County Treasurer
110 Massachusetts

fawrence. XS 66044 Thank you for the opportunity to speak in regard to
this proposed legislation and in response to roposed
Roy Patton R . p
Harvey County Director of Special Projects amendments offered by the League of [Kansas
Newton, KS 67114 Municipalities. We are in agreement with the
(316) 283-1890 ]
reporting amendments of S.B. 9. These amendments would
DIRECTORS allow KAC to be in the information loop and could
; : . . . , ~90P
pavBolon : provide counties with timely information in regard to
10ce County Commuissioner
Emwé%¥fd the pool's performance.
(16) 257-2629 :
holpvans The MIP fulfills a vital role in offering competitive
Toa's. oy Commissioner investment opportunities to county governments. We are
ReIhi ey deeply concerned about, and committed to, its success.
Frank Hempen )
D pebine wos) rectoref We share the League's interest in assuring the
Lomrema koo, longevity and stability of the municipal investment
(913)832-5293 pool fund. We appreciate the League's leadership in
N CoaEple. et of Deeds bringing additional.proposals to the table. We urge
S 538 you to carefully weigh these proposals.
(913) 336-2120
oy Commissioner We are in general agreement that restructuring the
15 Bunker Hil Road pool is in order. A pool the size of the MIP deserves
913) 7624748 to have management by, and input from, experts with
William Leach » the kind of experience and credentials called for by
L!}éeyﬁnneCounryComm:ss:oner h A h . d, N f h 1 f h
HCY x 26
A . the League in their discussion of the roie of the
1913) 7342604 Pooled Money Investment Board (PMIB).
NACo Representative
Ig‘._arjorg Séheuﬂerc o
dwWar ty mmissioner M - - -
i;z;i«aig?g;g%;f * We agree with the investment instruments outlined by
(376) 995.3073 the League. However, we note that neither the Post
sam schmick Audit Committee nor the Mercer audit team found fault
110 Coumouse plass” with the pool's investment selection.
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Our advisors have expressed reservations about the League's
recommendations as to the weighted average maturity (WAM) of
investments in the portfolio. These requirements may be too
restrictive. They should perhaps be adopted as written policy so
they can be modified if considered appropriate by the PMIB. We
urge you to study projections that would accurately reflect
performances in both increasing and declining interest rate
scenarios before making these decisions statutory.

We have read the Post Audit Committee's report. We are aware that
certain "miscalculations" were made in regard to the pool. We
agree with the Committee's recommendations to the legislature:

1. The State Treasurer's Office and the Pooled
Money investment board should adopt specific,
written investment objectives and policies
(not statutory changes) for each segment of
the Municipal Pool. Those policies should
include guidelines on the maturity of
investments so that they are reasonably
related to the length of deposits.

2. The State's policy on any future exchanges between

- the MIP and the State's idle funds portfolio, needs

to be clarified in law or in written policies of

the PMIB. The PMIB should implement adjustments to
"make whole" the state idle funds pool.

3. The Legislature should clarify K.S.A. 12-1677a to
either authorize or prohibit the operation of
multiple municipal investment portfolios within the
Municipal Investment Pool.

We also think that the PMIB needs to be restructured. The staff
should have credentials and experience similar to those possessed
by a comparable mutual fund manager.

Our message to the counties:

The Counties are currently the biggest shareholders in the MIP.
Our message to the counties echoes the conclusion of the
Legislative Post Audit Committee:

"No one could have anticipated that interest rates would
rise as fast as they did during 1994. The Treasurer's
Office, like virtually all other bond investors, suffered
market losses on its investments as a result..."



Our message to the Legiglature:

Financial institutions and others that invest in fixed-income
securities suffered the same fate as the MIP. (See page 20 of the
Post Audit Committee Report attached.) KAC's own investment
advisor (from the banking industry) made similar incorrect
assumptions in regard to some of our fixed rate investments.

We consider any efforts to dismantle the pool or undermine the
stability of the MIP to be unwarranted and extremely detrimental to
the financial stability of member local governments. We urge you
to carefully consider the restructuring efforts and internal policy
changes that are currently underway before enacting "corrective"
legislation. Any corrective measures should be based on the
recommendations of the PMIB, the post Audit Committee, and member
local governments.
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Mumcupal lnvestment Pool Partlclpants
ST ‘ (dollar amounts shown are in mlllaons)
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';%ZZ":S $ 350.1 ‘Agencies

School
Districts
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Counties School | % Counties
$3327 Districts
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The Municipal Investment Pool
Was Not Alone in Seeing
The Market Value
Of its Investments Decline

During calendar year 1994, Kansas’ Mu-
nicipal Investment Pool suffered declines in the
market value of its investments as a result of rap-
id rises in short-term interest rates. Financial in-
stitutions and others that invest in fixed-income
securities suffered the same fate.

Figures published in Sheshunoff's
Banks of Kansas (an industry publication) show
that the average ratio of market value to book
value for portfolios held by Kansas banks de-
clined during the period from December 31 ,
1983, to June 30, 1994, (the most recent figures
available). -

Market Value
As a Percent of Book Value

Average

Bank SMIP iMIP
123193 10151  99.93 100.00
063094 9896 9822 98,08
Change  (2.55) (.71) (192

As the table shows, the average bank
portfolio was worth about 99 cents on the dollar
at June 30 and the Pool's investments were not
far behind at 98 cents on the dollar. In the first
six months of 1994, the market value of the port-
folios of Kansas banks declined more than the
market value of the Pool's investments.

— On November 9, 1994, the federal Of-
‘fice of the Comptroller of the Currency said it
would not force U.S. banks to take bond losses
into account when calculating their capital for reg-
ulatory purposes. Under the new ruling, banks
still must report the market value of their bonds
under Financial Accounting Standard 115.
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Testimony on S.B. 9
before the
Senate Financial Institution and Insurance Committee

by

Norm Wilks, Director of Labor Relations
Kansas Association of School Boards

February 6, 1995

Mister Chairman and members of the Committee, on behalf of the
unified school boards of education that are members of the Kansas Asso-
ciation of School Boards, thank you for the opportunity to discuss the
proposed legislation and proposed changes to the Municipal Investment

Pool Act.

We share with this committee the commitment that the Municipal
Investment Pool is a necessary investment alternative for local govern-

ments.

We also appreciate the efforts of our state treasurer, Sally Thomp-
son in working with local units of government. We applaud the internal
procedural changes she has made to improve the security of the pool.

The investment market has made the job very difficult.

[ N
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As stated by the Kansas Association of Counties, we believe some
changes in the pool statute are appropriate, but we should proceed
with caution and understanding. We agree the changes that prohibit
derivatives and leveraging are appropriate. To require AAA ratings
for investments is prudent. Providing monthly reports allows full dis-

closure to participants, the legislature and interested parties.

We are concerned that setting investment policy by statute may be
too restrictive. While we have experienced a stable interest rate
market and an increasing market, the pool has not responded to a de-

¢clining market.

We should carefully study the best investment policy to protect
the security of the pool while retaining a viable investment option for

local units of government.

The more reasoned approach may be to establish procedures for
the pool and develop investment policies that may be reasonably

changed at various times to address market changes.

We are most interested in keeping the Municipal Investment Pool as
a sound investment opportunity. However, we urge caution if invest-
ment choices are severely limited by statute. The pool will not be a

viable investment option if micro-managed by statute.



Together we can maintain a safe investment pool that responds to
a variety of market conditions. We urge further discussion of this

important matter.

Thank you for your consideration.
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Session of 1995

SENATE BILL No. 9

By Senator Moran

1-3

AN ACT concemingghe municipal investment pool fund; relating to cer-
tain requirementy; amending K.5.A. 1954 Supp. 12-1677a andrepeal-
ing the existing Sectiof. _

N

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A. 1994 Supp. 12-1677a is hereby amended to rea
as follows: 12-1677a. (a) Moneys deposited by any municipality with the
state treasurer for investment authorized in paragraph (6) of subsection
(b) of K.S.A. 12-1675, and amendments thereto, shall be deposited in the

publlc funds; relating to the municipal

|_board

investment pool fund; pooled money investment

75~-4221a and

municipal investiment pool fund which is hereby created in the state treas-
ury.

(b) The pooled money investment board may invest and reinvest
moneys in the municipal investment pool fund in the following invest-
ments:

(1) Direct obligations of, or obligations that are insured as to principal
and interest by, the United States of America or any agency thereof and
obligations and securities of United States sponsored enterprises which
under federal law may be acce pted as security for pubhic funds, except
thatl)ot more than 10% of the moneys available for investment under
this subsection m: ay be invested in mortgage-backed secunties (;V
enterprises and of the government national mortgage association;

(2) interest-bearing time deposits in any of the followang, which is
doing business within the state of Kansas, any state or national bank, state
or federally chartered savings and loan association, or federally chartered
savings bank; or

(3) repurchase agreements with a Kansas bank, Kunsas savings and
loan association, a federally chartered savings bank having an office or
offices in the state of Kansas or with a primary government securities
dealer which reports to the market reports division of the federal reserve
bank of New York for direct obligations of, or obligations that are insured
as to principal and interest by, the United States government or any
agency thereof and obligations and securities of United States govern-
ment sponsored enterprises which under federal law may be accepted as
security for public funds.

(c) All interest earnings received from investments of money in the

|_sections

: (A)

and (B) investments in other than direct
obligations under this paragraph shall be rated
at the time of investment, in the highest
rating category by Moody's investors service or
Standard and Poor's corporation;
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municipal investment pool fund shall be credited to the municipal in-
vestment pool fund. Interest earnings experienced by the fund on in-
vestments attributable to each participating municipality shall be prorated
and applied to the individual accounts of the municipalities, maintained
by the state treasurer. Deferred earnings transferred from the municipal
investment pool reserve fund to the municipal investment pool fund shall
be prorated and applied to the individual accounts of the municipalities,
maintained by the state treasurer. A statement for each municipality par-
ticipating unit account showing deposits, withdrawals, earnings and losses

' monthly

distributions shall be providedﬁ)eriodicallﬂto the municipality. The state
treasurer shall make comprehensive reportsjto those municipalities par-
ticipating in the municipal investment pool fund; ineluding and to other
interested parties requesting such reports. Such reports shall include a

summary of transactions for theﬁ»eriogas well as the current market value
of the pool investments.

(d) The state treasurer may assess reasonable charges not to exceed
1% of the interest earned against the fund for reimbursement of expenses
incurred in administering the fund. The state treasurer shall certify, pe-

* riedieally monthly, the amount of the assessment and the director of ac-

counts and reports shall transfer the amount certified from the municipal
investment pool fund to the municipal investment pool fund fee fund,
which is hereby created. All expenditures from the municipal investment
pool fund fee fund shall be made in accordance with appropriation acts
upon warrants of the director of accounts and reports issued pursuant to
vouchers approved by the state treasurer or a person or persons desig-
nated by the state treasurer. Amounts of gains realized on disposition of
investments of the municipal investment pool fund shall be perodicnlly
certified monthly by the state treasurer, and the director of accounts and
reports shall transfer the amount certified from the municipal investment
pool fund to the municipal investment pool reserve fund which is herchy
created in the state treasury. The state treasurer shall make a detenmi-
nation of the amount needed for a reserve for possible losses to the mu-
nicipal investment pool fund and shall certify periedieally monthly such

amount, and the director of accounts and reports shall transfer the

.amount so certified from the municipal investment pool fund fee fund to

the municipal investment pool reserve fund. If the state treasurer makes
a determination that significant losses or gains have occurred to the mu-
nicipal investment pool fund, the state treasurer shall certify the amount
thereof to the director of accounts and reports, and the director of ac-
counts and reports shall transfer the amount so certified from the mu-
nicipal investment pool reserve fund to the municipal investment pool

fund.

{(e) [Fhe state treasurer may adopt rules and regulations necessary to

SU—

month

Subject to approval of the pooled money

investment board,
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¢ _ out the provisions of this section [and| may enter into agreements
with any municipality as to methods of deposits, withdrawals and invest-
ments.

(f) Investments under subsection (b) shall be for a period of not to
exceed four years, except for mortgage backed securities.

(g) A comparative investment performance review shall be contracted

for annually by theJstate treasurer’s office

(h) Deposits in the municipal investment pool fund may only be made
for the same maturity as the maturity which is offered under paragraphs
(2) and (3) of subsection (b) of K.S.A. 12-1675 and amendments thereto.

(i) Moneys and investments in the municipal investment pool fund
shall be managed by the pooled money investment board in accordance
with investment policies provided by law and by rules and regulations of
such board] The pooled money investment board shall not contract for

i. 1l Dlal LitTaouicl

;EBBIed money investment board

and any separate account within such fund

developed, approved, published and updated on
an annual basis by such board. Such investment
policies shall include at a minimum guidelines
yhich identify credit standards, eligible
instruments, allowable maturity ranges, methods
for valuing the portfolio, calculating earnings
and yields and limits on portfolio
concentration for each type of investment. Any
changes in such investment policies shall be
approved by the pooled money investment board.
A copy of such published policies shall be

distributed to all municipalities participating

management of investipents by a money manager.

(j) Investments in securities under paragraph (1) of subsection (b)
shall be limited to securities which do not have any more interest rate
risk than do direct United States government obligations of similar ma-
turities, except for the 10% limitation on mortgage-backed securities. For
purposes of this subsection, “interest rate risk” means market value
changes due to changes in current interest rates.

k) | For the purpose of this sectiony 7 rpunicipality” means those en-

tities s;w.ciﬁz-d in subsection (a) of KS.A 12-1675. and amendments

theretor 1=

SecX20 K S.A. 1994 Supp. 12-167 atisThereby repealed.

Sec.[ﬂ" This act shall take effect and be in force from and after its
publication in the Kansas register.

in the municipal investment pool fund and to
copy of

other interested persons requesting a
such policies
[The pooled money investment board shall retain

the services of an external investment
to provide advisory services

advisor
concerning the

attached.

investment policies and practices for the
@un1c1pal investment pool fund. Such
investment advisor shall be different from the
7e§son or firm contracted with under subsection
g).

See new subsections (k), (1), (m) and (n)

r

(2) vderivatives" means a financial
contract whose value depends on the value of an
underlying asset or index of asset values; or

(3) "weighted average maturity" means the
sum of the total number of days to maturity for
each individual gsecurity multiplied by the par
value of each individual security divided by
the par value of all securities.

See Sec. 2. K.S.A. 75-4221a attached.

and 75-4221la are
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(k) On and after July 1, 1996, the weighted average maturity
of all investments in the municipal investment pool fund and in
accounts within such fund shall not exceed the weighted average
maturity of all deposits in the municipal investment pool fund
and in accounts within such fund, by more than 200%.

(1) The pooled money investment board shall not: (A) Invest
moneys in the municipal investment pool fund in derivatives; (B)
enter into reverse repurchase agreements, except for the purposes
authorized under subsection (b) of K.S.A. 1994 Supp. 12-1677c,
and amendments thereto.

(m) On and after January 1, 1996, investments made under
paragraph (2) of subsection (a) of K.S.A. 75-4209, and amendments
thereto, shall not be exchanged with investments of the municipal
investment pool fund without prior approval of the pooled money
investment board and the prior approval of the state finance
council acting on this matter which hereby characterized as a
matter of legislative delegation and subject to the guidelines
prescribed in subsection (c) of K.S.A. 75-371lc, and amendments
thereto.

(n) The pooled money investment board may adopt such rules
and requlations for the management of such moneys and investments
in the municipal investment pool fund as the board deems

necessary.



Sec. 2. K.S.A. 1994 Supp. 75-422la is hereby amended to reac
as follows: 75-422la. (a) There is hereby established the pooled
money investment board which shall consist of five members, four
of whom shall be appointed by the governor, subject to
confirmation by the senate as provided in K.S.A. 75-4315b and
amendments thereto. The £fifth member shall be the state
treasurer. Not more than three members of the board shall be of
the same political party. At least three members appointed to the
board shall be persons with not less than five years of work
experience as an investment or trust officer for a financial
institution, association or corporation er and is currently a
certified public accountant er--certified-—-£financiai--pianner,

certified financial analyst or certified cash manager.

(b) On July 1, 1992, the two appointive board members
serving on the board immediately prior to such date shall cease
to be members of the board and on such date, or as soon
thereafter as possible, the governor shall appoint four members
to the board to serve for terms as specified by this subsection.
The two appointive members serving on the board immediately prior
to July 1, 1992, may be reappointed to the board on or after such
date under this subsection. Of the members first appointed on
or after July 1, 1992, two members shall be appointed for a term
commencing on July 1, 1992, and ending on June 30, 1994, and two
members shall be appointed for a term commencing on July 1, 1992,
and ending on June 30, 1996. The governor shall designate the
term for each member so appointed. Thereafter, members appointed
to the board shall serve for four-year terms and until their

successors are appointed and qualified. Whenever a vacancy



sccurs in the membership of the board prior to the expiration of
a term of office, the governor shall appoint a qualified
successor to £ill the unexpired term.

(c) Members of the pooled money investment board attending
meetings of such board, or attending a subcommittee meeting
thereof authorized by such board, shall be paid compensation,
subsistence allowances, mileage and other expenses as provided in

K.S.A. 75-3223 and amendments thereto.



New Sec. 3. (a) There is hereby established the municipal
investment pool advisory committee which shall have nine voting
members. Initially, the league of Kansas municipalities shall
nominate six persons of whom the governor shall appoint three to
be members of the advisory committee. Initially, the association
of counties shall nominate six persons of whom the governor shall
appoint three to be members of the advisory committee.
Initially, the Kansas association of school boards shall nominate
six persons of whom the governor shall appoint three to be
members of the advisory committee. Of the persons initially
appointed to the advisory committee, one from each of the three
members nominated by each nominating body and appointed by the
governor to be members shall have a term of four years. Of the
persons initially appointed to the advisory committee, one from
each of the three members nominated by each nominating body and
appointed by the governor to be members of the advisory committee
shall have terms of two years. Of the persons initially
appointed to the advisory committee, one from each of the three
members nominated by each nominating body and appointed by the
governor to be members of the advisory committee shall have terms
of one year. Of the persons so appointed the governor shall
designate the term of each in accordance with the above. The
governor shall also appoint two non-voting ex officio members of
the advisory committee to serve for terms of three years. One of
such ex officio members shall be selected by the governor from

three persons nominated by the Kansas bankers association.



(b) Upon the expiration of the terms of each member
initially appointed to the advisory committee, the nominating
body specified in subsection (a) which nominated the member whose
term has expired shall nominate three persons to £ill such
vacancy, and the governor shall appoint one of such persons to
£ill such vacancy for a term of four years. In 1like manner
persons shall be nominated and appointed to £ill all vacancies
which occur upon the expiration of a member's term and each
person so appointed shall serve for a term of four years. When a
vacancy occurs before the term of the member expires, the vacancy
shall be filled for the balance of the unexpired term in the same
manner as for vacancies occurring when terms expire.

(c) The municipal investment pool advisory committee shall
organize annually by electing from its members a chairperson and
vicechairperson. The advisory committee shall meet on call of
the chairperson or any four voting members, or upon call of the
state treasurer. Members of the advisory committee shall receive
such compensation and expense reimbursement as is provided by the
governing body of the city, county or board of education which
nominated such member.

(d) Persons nominated under subsection (a), and members
appointed to the advisory board, excepi ex officio members, shall
be from a city, county or school district that is an active
participant in the municipal investment pool fund. Nominees and
members appointed to the advisory committee shall be from

geographically diverse areas and communities of the state.
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Nominees and members appointed to the advisory committee shall be
educated in, and have substantial work experience in, matters of
money management and investments. Such education and work
experience may be as an investment manager, municipal investment
officer or trust officer for a financial institution, association
or corporation or be a currently certified public accountant,
certified financial analyst or certified cash manager. In 1lieu
of such education and work experience, nominees and members
appointed to the advisory board may have substantial experience
as a local government money manager.

(e) The municipal government investment pool advisory
committee shall advise the state treasurer on matters of
investment strategies, policies and operational procedures for

the municipal investment pool fund.



