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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 9:12 a.m. on February 21, 1996 in Room
529-5 of the Capitol.

All members were present.

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

Conferees appearing before the committee: State Treasurer Sally Thompson
William Lewis, Member, Pooled Money Investment Board

Others attending: See attached list

Senator Steffes made a motion to approve the minutes of the meeting of February 20 as corrected. Senator
Clark seconded the motion. The motion carried.

The committee was convened today to receive the subcommittee report on SB 475 and SB 476, relating to
the Pooled Money Investment Board (PMIB), the Municipal Investment Pool (MIP), and interest earnings on
public money. Chairman Bond opened the discussion by expressing his displeasure at the ongoing nature of
the problems with the MIP and the allegations of political motivation on both sides of the issue. The chairman
stated that the MIP concept is appropriate and that local units of government should have alternative options to
invest idle funds. The revised legislation (Attachment #1) agreed upon by the subcommittee seeks to improve
the situation by compromise wherein the PMIB will establish policy and the State Treasurer will carry out that
policy on a day-to-day basis.

Dr. Wollf, Legislative Research, explained that most of the changes included in the balloon are technical in
nature. New Section 1 creates a single portfolio in which state monies are to be invested and funds the
administration and activities of MIP investments. New Section 2 authorizes funds to cover administrative
costs and operation of the pool. The legislation is an attempt to separate the operation, administration, and
management of the MIP. “State Treasurer” has been substituted for “board” throughout the bill when it
pertains to the daily operation and management of the MIP portfolio. Where the bill refers to management
decisions, the responsibility for establishing investment policy rests with the PMIB, whether by rules and
regulations, public policy, or statute. The amended bill clarifies that the state treasurer is to invest and reinvest
in accordance with the policies adopted by the PMIB.

The language on page 33 relating to employees by both the state treasurer’s office and the board was approved
by the subcommittee and it was clarified that unclassified employees may be removed by a 4/5 vote of the
PMIB.

In response to Senator Hensley’s question whether unclassified employees could also be transferred to the
state treasurer, Mr. Ryan of the Research Department agreed that this could be accomplished by striking the
word “classified” in section 22(c). There is “catch-all” language included in section B to amend all other
statutes that might be affected.

State Treasurer Sally Thompson offered an amendment to limit investments to 50% of the portfolio, and not
more than 5% in any single issue. (Attachment #2) Senator Steffes stated that he was not comfortable with
investing 50% of a portfolio that could range as high as $3 billion.

William Lewis, PMIB member, stated that the percentage is less important than the management of the quality
of investments.

Dr. Wolif presented a proposed amendment to allow the board to establish, by rules and regulations, an
overall percentage limitation on the investment of monies. (Attachment #3) Senator Emert made a motion to
adopt this amendment. Senator Steffes seconded the motion. Discussion followed concerning whether or not
the PMIB should have the authority to set investment policy by rules and regulations.

Unless specifically noted, the individual remarks recorded herein have not been transcribed
verbatim. Individual remarks as reported herein have not been submiited to the individuals 1
appearing before the committee for editing or corrections.



CONTINUATION SHEET

MINUTES OF THE Senate Committee on Financial Institutions & Insurance, Room 529-S Statehouse,
on February 21, 1996.

Senator Henslev offered a substitute motion to amend the bill to require a 4/5 vote to set limits on investments

by rules and regulations. Senator Emert seconded the motion. The motion carried.

Senator Lee made a motion to adopt all amendments contained in the balloon prepared by the Research

Department, as well as striking “classified” from Section 22(c). Senator Emert seconded the motion. The

motion carried.

A motion was made by Senator Emert to pass SB 476 favorably as amended. Senator Steffes seconded the
motion. The motion carried. Senator Clark requested that he be recorded as voting “no” on this motion.

Three technical amendments have been added to SB 475, the trailer bill to SB 476, and the effective date
changed to date of publication in the Kansas Register. Senator Emert made a motion, seconded by Senator
Steffes, to amend and pass SB 475 favorably. The motion carried.

The committee adjourned at 9:57 a.m. The next meeting is scheduled for February 22, 1996.
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Sesseon of 1996
SENATE BILL No. 476

By Committece on Financial Institutions and Insurance

1-17

AN ACT relating to public funds; ameénding K. S.A140-3406, 44-71275-

622, 75-4204, 75-4210a,175-4254 and 76-818 and K.S.A. 1995 Supp.

12.1677a, [12-4677e] 40-3403, 75-4201_ 75-4202, 754209, 75-4212,
75.4218, 75-4220, 55.4221a, 75-4222, 75-4228. 75-4232jand 79-4804

and repealing the exsting sections: also repealing K.S.A 1995 Supp.
12-1677¢ and 75-4213

Be 1t enacted by the Levislature of the State of Kansas:

New Section 1 (a) Except as provided in subsection (d1. all moneys
in the state treasury shall be invested as a sngle portfolio which is hereby
desgnated as the pooled money investment portfolio. The portfolio shall
be nvested in accordance with article 42 of chapter 75 of the Kansas

Statutes Annotated. and amendments thereto The ;

 [68-2321, 68-2324,

\\\\\\\75 4253,

S

75-4262, 75-4263

T —

ardishall compute daily the carmings of the portfolio, including
reahzed gains and losses The jboard by written policy may provide for

state treasurer

allocation of unrealized gans or losses The Khall deduct from eamn-

ings an administrative fee which shall be set by the board and applied as
a hixed annual percentage of the book value of the assets in the portfolio,
calenlated on a dah basis The annual adnunistrative fee shall not exceed

\.

A5 'l"luwsh.nll deposit the admuustrative fee in accordance with
section 2. The gross carnmngs, after deduction of the administrative fee,
shall he designated as the net eamings of the pooled money investment
portiolio R

(b) A comparative investment performance review of the pooled
money nvestment portfohio shall be contracted for periodically by the
pooled money investment board. The costs of such review shall be paid
from moneys appropnated to the state treasurer.

(¢} The pooled money investment haard shall contract for the services
of an external investment advisor to provide advisory services concermning
the investment policies and practices of the pooled money investmeat
portfolo. Such investment advisor shall not be the person or firm coan-
tracted with under subsection (b).

) }

..4.8 Moneys in the employment secunty fund established bv K.S A

pooled money investment

state treasurer

Qe nate FIH
2far/al
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44-712. and amendments thereto.yexcept as may be authorized by the

2far/ae
I- 2.

) 3

secretary of human resources pursuant to subsection (e) of K.S.A. 44-712,
and amendments theret

tary of transportation;

(3) monevs in the Kansas public employees-retirement fund created
by K.S A. 74-4921, and amendments thefeto, except that such moneys
may be invested in the municipal investment pool if authorized by the
board of trustees; and

(4) fating to bonds and bond funds of state agencies and
authorties except that such monevs may be invested in the municipa

be credited to the municipal investment pool fund

(b)  When amounts credited to the munj

pursuant to <ubsection (a) total a

municipal imestment poaetas of July 1. 1996, the entire administrative

.
%
!

shall not be invested in
investment portfolio the pooled money

See Insert A attached

pat investment pool fund dSee Ingert B attached

Sec(B1 K S A 1995 Supp 12-1677a is hereby amended to read as
follows 12.1677a (a) Moneys deposited by any municipality with the
state treasurer for investiment authorized in paragraph (6) of subsection
(b)Y of K'S A 12:1675. and amendments thereto, shall be deposited in the
munictpal mvestment pool fund which is hereby created in the state treas-

ury,[‘}‘..:., rrrmtetpaltty-depositing-meneys undes—the-provisions-of this st

T
s1on-shall-preovide-notice—te—the-pooted money ™ nestznt-hoard-of-such

The state treasurer shall provide the board a

YIRS ;ﬁl——_ﬁnrh"mmrxlmﬂlmrlude the amount of the deposit. the

date of the deposit and such other information as the pooled money in-

vestment board may require
(b)) The pooled moncey investment board may invest and reinvest

moneys 1n the municipal investment pool fund in the follewing invest-
ments

and interest iyﬂw%&e&&ﬂesef&meﬁ'eaerenyngeﬂeyehefeefand
Wmnmlmmdummwmwm
Mﬂ&%dhwmkmﬂedwmqkfwuk&n&w
MWN«*WMM@(WWMMMMMM
this subseetion may be invested in meortgage-beeked seeunties of sueh
WMMMWMWWMM
rated at the kime of investment. in the highest rating entegory by Moody's

monthly record of the deposits and .
‘of municipalities. Such record may withdrawals

J
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&Mgbmmmsuﬂhn&waﬁedxmmﬁemmmwenwwmdhmkgﬁe
effedefaﬂyeheﬁefedMgsmdleeﬂasseeieéea:effedemﬂyehmed
savings benk: or

3 WWM&QWMMW&Q&
mmewmmwwmeﬂ}mm
offices in the state of Kanses or with e primuary government seeurities

75.4209. and amendments thereto.

() wweemmgﬁmwedfmmmwﬂmdmm&he
WMWMWMMMMMWW
vestments attnbatable mm%pmipe&ngm&p«ktysbaubepm«kd
Maﬂﬂnﬂlmehemwmmof&hemﬂkﬂmk&e&mw
pvesternent pool reserve find to the munieipal vestment pool fuad il
bee presreted nnd apphed to the individual secounts of the munteipaltiies;
maintiined by the state trensures leMshalI apportion eanungs

among the accounts of the depositors in the various investment options of
the municipal investment pool i accordance with policies approved and
published by the board. A statement for each municipality participating
unit account showing deposits, withdrawals, eamings and losses distn-
butions shall be provided monthly to the municipality. The state trensnrer

i shall make comprehensive reports

monthly to those municipalities participating in the municipal investment

1 fund and to other interested parties requesting such reports. Such
reports shall include a summary of transactions for the month, the current
market value of the peel pooled money investment portfolio investments,
the weighted average maturity satie of the fund portfolio, the original
costs of the investments in the fund portfolio, including any fees associ-
ated with such investments and such other relevant information the state

/

treRsures ay wish to include in such

report

f(’;’) The state treasurer may assess reasonable eharges not to exceed
%d%m%wwm%mﬂmﬁm
Mmmglkmmmm%m@p&
M%md%mm&edﬁme{mﬁtﬁaﬁd
gt Lall teanchor tho assiviat cwortiliad feons the n.iningmol laucctsion:

'state treasurer

ar/ac

3
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emMﬂ%AueqmmMﬂmsﬁmawammkﬁdimmﬁmﬂﬂpaﬂ&mdﬁk
&&em&wﬁmdmmmmmeheﬁap
pm%dby&hes&e%emmmefepefsenmpeﬁeﬂsdesigﬂa&eéby&e
MWMdengMmMm&m
mﬁmwmmm&mmwwm

res MMMWWMSMMM%
QWMXMMMMMQWMMW
mmmm%ﬁnnwfﬁfﬁmﬂ%kﬁmm&henm&pdm
wreat pool fund and dndlwﬁéfypeﬂnkm“yﬂwhamﬂhaﬂd&hed}ree-
tor of acesunts amd n-tmﬁsshﬂurmﬂﬁfﬂ&hemwam%m
the maunieipal mve<tment WMIM%MMWWW
pool ceserve bund 1 the state trensurer mukes @ detesnnantion thet sig-
mﬁ«m&kﬁ%ﬁmgnnhhﬂwmlmwmmw
[k the state trewsnrer shall eertily the nmount thereof to the direetor
ol aceounts and n-,wwwmdéwelm*«wafmmseﬂd«wﬁssw
transfer the amronmt ww-ﬂfﬁt-d(«ﬂn&henmmﬂfhﬂwmpeelre-
setve frad t the nmuneapal investment poel fuad. The municipal invest-
ment pool reserve fu ndd is abolished effrctive July 1. 1996. and any unen-
cumbered balance vemaining therem shall be applied to net losses in the
nmmmpal v estment pnnlﬁmd The numidpal investment p«mlﬁmdfee
fund 1s abolished on July 1. 1997, and any unencumbered halance re-

Jat
i

Y=

EYEY,

maming therem shall lw,npplicd to net lm,w-t‘in the municpal movestment
pool fund

1) The snte tressurer
riles and regulations necessary for the administration and operation o
the municipal investment pool fund and mav enter into agreements with
anv municipality as to methods of deposits, withdrawals and investments.

H MWMW«mMMbefmnpvﬁodofne!m
exceed four years. exeept for MM seeurities:

) A eomprrntive mvestment MWMMMW
for pwlwtin-wwmﬂymmwmdm
ﬂWM‘WPﬁN”ryWWWMMWWW
in the municipal ivestment pool fund fee fund

th} () Deposits in the municipal investment pool fund. (1) May only
be made for the same maturity as the matunty which is offered under

p;amgrap}u (2) and (3) of subsection (h) of KS.A. 12-1675 and amend- _

\\\transferred to the pooled mone i
; y 1investment
.portfollo fee fund and such amounts shall be

|r as of July 1, 1996,

state treasurer

ments thereto, and (2} upon the matunity of such deposits. such moneys )

shall be offered for investment under paragraphs (2) or (3) of subsection
- v . - e Y v

[ R S . \ e ekt
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in such fund only if the conditions contained in subsection (c) of K.S.A.
12-1675, and amendments thereto, have been satisfied.

éXg) Moneys and investments in the municipal investment pool fund
end eny separste portfolio within such fund shall be managed by the
pooled money investment board in accordance with investment policies
board: Sueh investment policies shall inelude at @ minimum guidelines
meoney investment bouard provided for in KS.A 75-4209. and amend-
ments thereto. A copy of such published policies shall be distributed to
all municipalities participating in the municipal investment pool fund and
to other interested persons requesting a copy of such policies. The pooled
money investment board shall not contract for management of invest-
ments by a money manager. The pooled money investment hoard shell
(%M&WHWRWQIMMWMMM
mlvismyseﬁéﬂﬁﬁnnﬁﬂiﬂgthekwﬁeﬂtpebeiﬁmdpmﬂmfmehe
mmﬂeipﬁlifweﬂﬁwﬁ%pemlﬁfml Such investment adviser shall be diffes
ent from the peeson or hem contereted with under subseetion (g3

) Brvestarents i seenrities wneder prragraph b ol srbmeetion th)
il be hmited 1 seenrities which do not have any more interest rate
rick than de dreet United States government obhgatons of similar ma-
trities: exeept lor the 10% hnitation on nmﬁ»gﬁge—l»mekﬁl seensties: Kor
prepeses of this snhscetion: Zinterest rate fsk means murket value
ehanges due to ehanges ip eurrent nterest rates:

() On and after fuby I 1086

th) Bxerpt o ‘mwnk*l i paengeaph 2% the werphtod avermge ma
turity of all investments in the mumerpal mvestment peot fund shall pot
exvved the weighted average matunty of all deposits wn the munieipal
investment pool femd by mere than H0S exeept that the weighted av-
wngemhmfﬂ'mmmm&ndshﬁlmmdmeweighwd

mMyﬂf(k-ﬁ%mwhkmdbymefeemwm

3} The pooled money investment board: for the purpeses of insuring
Mmmm&éwamé%efmﬂ&hekqﬂidkyaﬂhemé&p&“&
vestment pool lund, nmy inerease the mact-day hmitation eantained in
paragraph th; exeept thet sueh inerense shell rot exeeed 180 days: Fhe
MMMNMMMMWMMGMWM
be effeetive for perods not exeeeding 130 days- Upon the expiration of
the limitations established purstent te this paragraph (3}, the limitations

/

a./:lf/ 96
s
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131 Eor the purpose of determining the weighted averege meturity
wﬂhmﬂas&e&edmahﬂ&y&h&“bemedtehmammqefmder

) Thepeoledmeﬂeyiﬁvestmeﬁtbeefdsh&nﬂotbefeq«ifedteseu
wmwumww&emmwwm
the effeetive date of this et in order to meet the requirements of pare-
graphs (8 o (2) of this subseetion-

th  The pooled money investment boerd shall net: (A} Invest moneys
mehem*pﬁmmw&mdmdeﬂm@wes—eﬁeeptmdﬁeﬁ
MW%G‘WWS&MG‘W(‘B’M%MF&
tron th) of kK S-A 1005 Supp 13- 1677e. und amendments thereto.

ted  On and after fupvary 1 H06; investments made under peragraph
QSJMwlw«mkMﬂfKSA-MMMMMM
wort MNJWlmMM&MWWMM
wathentt prios approval ol the pooled moncy investaent beard end the
preves nmmwnl of the state hnnnee eounel neting on this matter wineh is
heredn ehnrncteneed 1 o nmiles of k~gwl>ﬁ+we delegntion and ‘-nb’eﬂ te
the pordelmes rm%«ﬂlw«l w subseetion t6) of KSA 75-37He nad
amepdments thereto Auco«%mhmgesshe"henmdeiﬁmfdnm
with genembly aeeepted aeeonntmg prneples

td The pooked money mvestment bemtred -ty adopt sueh Arles ned
hgoéﬁnm(m!hewmﬂefmehmmdiﬂveﬂmﬂmmme
trersmserpm] mvestenest poel fund ns the bonrd deerns neeessary

tod (I For the purpose of this section- &1, “municipality” means
those entities specificd i <lnection (a) of K S A 12-1675, and amend-
ments theretos, and KS A 1995 Supp 75-4263. and amendments thereto

(2 eherrvntivesT i o frmneis) eontract whese valie depends on
the vahie of nn anderhmg aset or mdex of nsset values: and

(3 werghted avernge metnnty” menns- £3) For investments: e seem
of the kwlmodekmwmﬂéﬁ»fefmw%hdmﬁqmﬂ-

Hwtwmk*esafﬁumwuﬂdewfefmﬂwmdwm
mml«wﬁfdmsfmeﬂehnkwdww«dby&emw
af«m%imhmi«ddeﬁwﬂckﬁ«k«lbythemd&h@deﬂmv&me#dl

dhepreorits

A

24
2./;/—275
/-6

See Sec. 5 attached

5 sunn 12-1677e-is-hereby-amende d_ta

follows 12:1677e. (a) There is hereby established the muaicipal in-
vestment pool advisory committee which shall havetiine voting members.
Intially, the league of Kansas municipalities shall nominate six persons
of whom the governor shal-appoint three to be members of the advisory
fally. the association of counties shall nominate six persons

W, Va O

commitie
<] oy 7 } A hre a-h

| S O—



b ot
SO 001U N -

RO DD st gt e bt et et
— €T~ N LN

22

24

26
27
28
29
30
31

EREEE

37

39
40
41
42
43

SB 476 ~
7

committee. Initially, the Kansas association of school boards shall nomi
pate six persons of whom the governor shall appoint three to he membefs
ol\the advisory committee. Of the persons initially appointed to the ad-
visoxy committee, one from each of the three members nominated by
each Rominating body and appointed by the governor to be mefnbers
shall have a term of four years. Of the persons initially appointed to the
advisory dpmmittee, one from each of the three members nomjhated by
each nominating body and appointed by the governor to be mlembers 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 gov-
emor to be members of the advisory committee shall hdve terms of one
year. Of the personso appointed the governor shall designate the term
of each in accordancy with the above. The governgr shall also appoint
two nonvoting ex offici members of the advisory gbmmittee to senve for
terms of three years. On of such ex officio mefibers shall be sclected
by the governor from threq persons nominated by the Kansas bankers
assocration.

(b)  Upon the expiration o the terms ¢l cach member initiallv ap-
pointed to the advisory committee the noghinating body specified in sub-
section (a) which nominated the m mbér whose: term has expired shall
nonunate three persons to fill such Ycancy, and the governor shall ap-
pownt one of such persons to fill suclvacancy lor a term of four years In
like manner persons shall be nomigfated axd appointed to fill all vacancies
which occur upon the expiratior of 2 memher's term and each person so
appmnlvd shall serve for a teym of four yeap When a vacancy oconurs
before the term of the membler expires, the vadancy shall be filled for the
balance of the unexpired Wy in the same manper as for vacancies oc-
curning when terms expyle

) The municipalmyestiment pool advisory computtee shall organize
annually by electingArom its members a chairpersoand vice-chairper-
son The advisory gommttee shall meet on call of the chairperson or any
four voting members, or upon call of the state sreg pooled money
investment bogfd. Members of the advisory committee shill receive such
compensatio and expense reimbursement as is provided by, the govern-
ing body o the city, county or board of education which nomipated such
member

«}i Aersons nominated under subsection (a), and members a rinted
to thy advisory committee, except ex officio members, shall be from a
city/ county or school district that is an active participant in the munigipal
igtestment pool fund. Nominees and members appointed to the advis

ommittee shall be from geographically diverse areas and communitie
of the state. Persons nominated and members appointed to the advisory

3
<t

2fatlg

=17
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ommittee shall be nominated and appointcd without regapdfo political
affiliation. Nominees and members appointed tothie advisory com-
mittee shall be educated in, and have substangid work experience in,

- management and invesrients. Such education and
work experience mayle manager, municipal investment
officer or trust officer forafinanciatinstitution, association or corporation
or be a currently certified public accountant, certified financial analyst or
certified cash manager. {ieu ofsuch education and work experience,

as a local government mbagy manager.
mnicipal government investment poa] advisory committee
<hall ady#€e the state treasures pooled money investmen hoard on matters
of ipdestment strategies, policies and operational procedure

Sec E—_{ KSA 1995 Supp. 403403 is hereby amended to read as

follows  40-3403 12} For the purpose of paying damages for personal
inpury or death ansng out of the rendering of or the failure to render
prn(cssmn.nl services by a health care pmvider_ self-insurer or inactive
health care provides wubsequent to the time that such health care provider
ar <elf-insurer has quahfied for coverage under the provisions of this act,
there is herebn established the health care stabilization fund The fund
<hall be held m trust m o segregated fwnd in the state treasury and ac-
counted for separately from other state funds. The board of govemnors
hall adummster the {und or contract for the administration of the fund
with an msurance company authorized to do business in this state.

(b) (1) On the effective date of this act. the board of governors in
enstence on the da preceding such effective date is hereby abolished.
On the effectinve date of this act, there is hereby created a board of gov-
ermors which shall he composed of such members and shall have such
powers, duties and functions as are prescribed by this act The board of
govenors shall ‘

(A)  Administer the fund and excrcise and perform other powers, du-
ties and functions required of the board under the health care provider
in<urance availahility act;

(B) pmvidv advice, information and testimony to the appropniate k-
censing or disciphnary authority regarding the qualifications of a health
ciare pm\”idc‘r,

(C) preparc and publish, on or before October 1 of each year. a sum-
mary of the fund's actvity during the preceding fiscal year, including but
not limited to the amount collected from surcharges, the highest and
lowest surcharges assessed, the amount paid from the fund. the number
of judgments paud from the fund, the number of settlements paid from
the fund and the amount in the fund at the end of the fiscal vear: and

4t
alaifqt
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(D) have the authority to grant exemptions from the provisions of
subsection (m) of this section when a health care provider temporarily
leaves the state for the purpose of obtaining additional education or train-
ing or to participate in religious, humanitarian or government service
programs. Whenever a health care provider has previously left the state
for one of the reasons specified in this paragraph and returns to the state
and recommences practice, the board of governors may refund any
amount paid by the health care provider pursuant to subsection (m) of
this section if no claims have been filed against such health care provider
during the provider’s temporary absence from the state.

(2) The board shall consist of 10 persons appointed by the commis-
sioner of insurance, as provided by this subsection {b) and as follows:

(A) Three members who are licensed to practice medicine and sur-
gery in Kansas who are doctors of medicine and who are on a list of
nominees submitted to the commissioner by the Kansas medical society:

(B) ' three members who are representatives of Kansas hospitals and
who are on a list of nominees submitted to the commissioner by the
Kansas hospital association;

(C) two members who are licensed to practice medicine and surgery
in Kansas who are doctors of osteopathic medicine and who are on a list
of nominees submitted to the commissioner by the Kansas association of
osteopathic medicine;

(D) one member who is licensed to practice chiropractic in Kansas
and who is on a list of nominees submitted to the commissioner by the
Kansas chiropractic association;

(E) one member who is a hicensed professiona] nurse authorized to
practice as a registered nurse anesthetist who is on a list of nominees
submitted to the commissioner by the Kansas association of nurse anes-
thetists.

(3) On and after the effective date of this act, whenever a vacancy
occurs in the membership of the board of governors created by this act,
the commissioner shall appoint a successor of like qualifications from a
list of three nominees submitted to the commissioner bv the professional
society or association prescribed by this section for the category of health
care pmvidvr required for the vacant position on the board of governors.
Except as othenwise provided by this section, all appointments made shall
be for a term of office of four years, but no member shall be appointed
for more than two successive four-year terms. Each member shall serve
until a successor is appointed and qualified. Whenever a vacancy occurs
in the membership of the board of governors created by this act for any
reason other than the expiration of a member’s term of office, the com-
missioner shall appoint a successor of like qualifications to fill the unex-
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board of governors, the commissioner shall notify the professional society
or association which represents the category of health care provider re-
quired for the vacant position and request a list of three nominations of
health care providers from which to make the appointment.

(4) (A) The persons serving as members of the board of governors
on the day preceding the effective date of this act, except the commis-
sioner of insurance and the persons appointed from the public at large
or to represent the unspecified category of health care providers under
the provisions of this section as it existed on the day preceding the effec-
tive date of this act. shall be the initial members of the board of governors
created by this act and shall hold such office in accordance with and
subject to the provisions of this section. The commissioner shall designate
the terms of office of such initial members of the board of governors
created by this act as follows:

(i) One member who is licensed to practice medicine and surgery in
Kansas who is a doctor of medicine shall be designated for a term expining
on July 1, 1995;

(i) one member who is licensed to practice medicine and surgerv in
Kansas who is a doctor of medicine shall be designated for a term expiring
on ]u|y 1, 1996,

(iii) one member who is licensed to practice medicine and surgery in
Kansas who is a doctor of medicine shall be designated for a term expiring
on July L, 1997,

(iv) one member who is a representative of a Kansas hospital shall be
designated for a term expiring on July 1. 1995:

(v) one member who is a representative of a Kansas hospital shall be
designated for a term expiring on July 1. 1996

i) one member wha is a representative of a Kansas hospital shall be
designated for a term expinng on July 1, 1997

(vii)  one member who is licensed to practice medicine and surgery
in Kansas who is a doctor of osteopathic medicine shall be designated for
a term expiring on July 1. 1995;

(viii) one member who is licensed to practice medicine and surgery
in Kansas who is a doctor of osteopathic medicine shall be designated for
a term expiring on July 1, 1996,

(ix) the member who is licensed to practice chiropractic in Kansas
shall be designated for a term expiring on July 1. 1995; and

(x} the member who is a licensed profvssinnal nurse authorized to
practice as a registered nurse anesthetist in Kansas shall be designated
for a tern expiring on July 1, 1996.

(B) If there was a vacancy in the membership of the board of gov-
ernors abolished by this act on the day preceding the effective date of

9

H
EYEWYLTA

I-l1o0



S W oo -1 UE LN

[—

19
20
21

29

23
24
25
26
27

28
29

31
32

2EILHEE

40
4]
42
43

SB 476
11

accordance with this subsection (b) and shall designate the term of such
member in accordance with this subsection (b) as though such member
had been a member on the day preceding the effective date of this act.
In any such case, the commissioner shall notify the professional society
or association representing the category of health care provider required
for the vacant position and request a list of nominations of health care
providers from which to make the appointment.

(5) The board of governors shall organize at its first meeting in Jan-
uary of 1995, _and at its first meeting subsequent to July 1, 1995, and July
1 of each year thereafter and shall elect a chairperson and vice-chairper-
son from among its membership. Meetings shall be called by the chair-
person or by a written notice signed by three members of the board.

(6) The board of governors, in addition to other duties imposed by
this act, shall study and evaluate the operation of the fund and make such
recommendations to the legislature as mav be appropriate to ensure the
via!)ility of the fund

(7)  On and after January 1, 1995, and pnor to July 1, 1995, the board
of governors shall be attached to the insurance department in accordance
with this section and all staff, other than the executive director, budgeting,
pvrsnnmtl, purchasing and related management functions of the board
shall be providud by the commissioner of insurance. The commissioner
shall include the budget estimates of the board of governors, as appmved
by the board, with the badget estimates {or the insurance departinent
which are submitted to the division of the budget under KS.A 75-3717
and amendments thereto. All vouchers for expenditures of the board shall
be approved by the chairperson of the board or a person designated by
the chairperson and, upon such approval. shall be paid from the fund.
Onand after Jannary 1, 1995, the board shall appoint an executive director
who shall be in the unclassified service of the Kansas civil senice act On
and alter July 1, 1995, the board may appomnt such additional enmployces,
and provide all office space, services, equipment, materials and supplies,
and all budgeting, persmmcl. purchasing and related management func-
tions required by the board in the exercise of the powers, duties and
functions imposed or authorized by the health care provider insurance
availability act or may enter into a contract with the commissioner of
insurance for the provision, by the commissioner, of all or any part
thereof .

8) The commissioner shall:

(A) Provide technical and administrative assistance to the board of
govermnors with respect to administration of the fund upon request of the
board;

(B) provide such expertise as the board may reasonably request with
respect to evaluation of claims or potential claims; and
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(C) On and after January 1, 1995, and prior to July 1, 1995, pmn‘de
such staff, other than the executive director, office space. services, equip-
ment, materials and supplies and all budgeting, personnel, purchasing
and related management functions as may be required by the board in
the exercise of its powers, duties and functions imposed or authorized by
the health care provider insurance availability act; and on and after July
1, 1995, provide all or any part thereof required by any contract entered
into between the board and the commissioner therefor.

(9) On the effective date of this act, all of the powers, duties, func-
tions, records and property of the board of governors that is abolished by
this section, which are prescribed for the board of governors by this act
are hereby transferred to and conferred and imposed upon the board of
governors that is created by this section. except as is otherwise specifically
provided by this act. On the dates prescribed for the transfer of the pow-
ers. duties and functions by this act, all of the powers, duties, functions,
records and property of the commissioner of insurance or the insurance
department, which relate to or are required for the performance of pow-
ers, duties or functions which are prcscn'hed for the board of governors
by this act, including the power to expend funds now or hereafter made
available in accordance with appropriation acts, are hereby transferred to
and conferred and imposed upon the hoard of govermors that is created
by this section, except as is otherwise specifically provided by this act.

(10)  The bourd of governors created by this act shall be the successor
in every way to the powers, duties and functions of the board of governors
and the commissioner of insurance in which such powers, duties and
functions were vested prior to the dates prescrﬂx‘d for the transfer of
such powers, duties and functions to the board in accordance with this
act, except as otherwise specibically pm\ided by this act Every act per-
formed under the authority of the board of governors created by this act
shall be deemed to have the same force and effect as il performed by the
board of governors and the commissioner of insurance in which such
powers, dutics and functions were vested prior to the transfer of such

wers. dutics and functions.

(11) Subject to the provisions of this act, whenever the board of gov-
ernors that is abolished by this act or the commissioner of insurance, or
words of like effect. is referred to or designated by a statute, contract, or
other document. and such reference or designation relates to a power,
duty or function which is transferred to and conferred and imposed upon
the board of governors that is created by this act, such reference or des-
ignation shall be deemed to apply to the board of govemers created by
this act.

(12)  All nules and regulations and all orders or directives of the board
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the commissioner of insurance, which are in edstence on the date pre-
scribed for the transfer of powers, duties and functions to such board
under this act and which relate to powers, duties and functions that were
vested in such board of governors or the commissioner of insurance prior
to such date, shall continue to be effective and shall be deemed to be the
rules and regulations and orders or directives of the board of governors
created by this act, until revised. amended or revoked or nullified pur-
suant to law. The board of governors created by this act shall be deemed
to be a continuation of the board of governors abolished by this act.

(13) On July 1, 1995, all employees who were engaged prior to such
date in the performance of duties and functions under the health care
provider insurance availability act, and who, in the opinion of the board,
are necessary to perform the duties and functions required under such
act by the board shall become employees of the board, and shall retain
all retirement benefits and rights of civil service which such employee
had prior to July 1, 1995, and their services shall be decmed to have been
continuous.

(¢} Subject to subsections ). te). (N, (). k), tm), (n), (0) and (p).
the fund shall be liable to pay: (1) Any amount due from a judgment or
settlement which is in excess of the basic coverage hability of all liable
resident health care providers or resident sell-insurers for any personal
injury or death ansing out of the rendering of or the failure to render
profussimml senvices within or without this state;

(2)  subject to the provisions of subsection (m), any amount due from
a judgment or settlement which is in excess of the basic coverage liability
of all liable nonresident health care providers or nonresident self-insurers
for any such mjury or death arising out of the rendering or the failure to
render pmh'.\smnzll services within this state but in no event shall the
fund be obligated for claims against nonresident health care providers or
nonresident seli-insurers who have not complied with this act or for
claims against nonresident health care providers or nonresident self-in-
surers that arose outside of this state; )

(3) subject to the provisions of subsection (m), any amount due from
a judgment or settlement against a resident inactive health care provider,
an optometnst or pharmacist who purchased coverage pursuant to sub-
section (n) or a physical therapist who purchased coverage pursuant to
subsection (o), for any such injury or death arising out of the rendering
of or failure to render professiona] services;

(4) subject to the provisions of subsection (m), any amount due from
a judgment or settlement against a nonresident inactive health care pro-
vider, an optometrist or pharmacist who purchxed coverage pursuant to
subsection (n) or a physical therapist who purchased coverage pursuant
to subsection (o), for any injury or death arising out of the rendering or

[
/ -/a%

:
g

22




S O IO UL

24

19 19 19 (9t
PN e 3

2
o=
<

30

o W
19—

8REE

RO S SO R R )
uto—-cncs:g

SB 476

14

failure to render pmfessional services within this state, but in no event
shall the fund be obligated for claims against: (A) Nonresident inactive
health care providers who have not complied with this act; or (B) non-
resident inactive health care providers for claims that arose outside of this
state, unless such health care provider was a resident health care provider
or resident self-insurer at the time such act occurred;

{3) subject to subsection (b) of K.S.A. 40-3411, and amendments
thereto, reasonable and necessary expenses for attorney fees incurred in
defending the fund against claims;

(6) any amounts expended for reinsurance obtained to protect the
best interests of the fund purchased by the board of governors, which
purchase shall be subject to the provisions of K.S.A. 75-3738 through 75-
3744 and amendments thereto, but shall not be subject to the provisions
of K S.A 75-4101 and amendments thereto;

{7) reasonable and necessary actuarial expenses incurred in admin-
istering the act, including expenses for any actuarial studies contracted
for by the legislative coordimating council, which expenditures shall not
be subject to the provsions of K.S.A. 75-3738 through 75-3744, and
amendments thereto,

v periodically to the plan or plans, any amount due pursuant to
wibsection (a)3) of KS A 40-3413 and amendments thereto;

() reasonable and necessary expenses incurred by the board of gov-
ernors in the adnunistration of the fund or in the performance of other
powers, duties or functions of the board under the health care provider
mnsurance a\'aihhility act,

(10} return of any uncarned surcharge:;

(1 subject to subsection (b) of K. S.A. 40-3411, and amendments
thereto. reasonable and necessary expenses for attorney fees and other
costs meurred m delending a person engaged or who was engaged in
residency training or the private practice corporations or foundations and
therr full-time physician faculty employed by the university of Kansas
medical center from clams for personal injury or death arising out of the
rendering of or the failure to render professional services by such health
care provider;

(12) notwithstanding the provisions of subsection (m), any amount
due from a judgment or settlement for an injury or death arising out of
the rendering of or failure to render professional services by a person
engaged or who was engaged in residency traning or the private practice
corporations or foundations and their full-time: physician faculty em-
ploved by the university of Kansas medical center;

(13) reasonable and necessary expenses for the development and pro-
motion of risk management education programs;

(14) notwithstanding the provisions of subsection (m). anv amnunt,
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but not less than the required basic coverage limits, owed pursuant to a
judgment or settlement for any injury or death arising out of the rendering
of or failure to render professional services by a person, other than a
person described in clause (12) of this subsection (c), who was engaged
in a postgraduate program of residency training approved by the state
board of healing arts but who, at the time the claim was made, was no
longer engaged in such residency program;

(15) subject to subsection (b) of K.S.A. 40-3411, and amendments
thereto, reasonable and necessary expenses for attorney fees and other
costs incurred in defending a person described in clause (14) of this sub-
section (c);

(16) expenses incurred by the commissioner in the performance of
duties and functions imposed upon the commissioner by the health care
provider insurance availahility act, and expenses incurred by the com-
missioner in the performance of duties and functions under contracts
entered into between the board and the commissioner as anthorized by
this section; and

(17)  periodically to the state general fund reimbursements of
amounts paid to members of the health care stabilization fund oversight
committee for compensation, travel expenses and subsistence expenses
pursuant to subsection (1 of K'S.A 40-3403b. and amendments thereto.

() All amounts for which the fund is hable pursuant to subsection
(¢) shall be paid promptlv and in full except that, if the amount for which
the fund is liable is $300.000 or more, it shall be paid. by installment
pavments of $300.000 or 10% of the amount of the judgment including
interest thereon, whichever is greater, per fiscal year, the first installment
to be paid within 60 davs after the fund becomes liable and each subse-
quent installment to be paid annually on the same date of the vear the
first mstallment was paid, until the claim has been paid in il Any at-
tornev fees payable from such installment shall be similarly prorated

i) In no event shall the fund be liable to pav in excess of $3.000.000
pursuant to any one judgment or settlement against any on¢ health care
provider relating to any injury or death arising out of the rendering of or
the failure to render professional services on and after July 1. 1984, and
before July 1, 1989, subject to an aggregate limitation for all judgments
or scttlements arising from all claims made in any one fiscal year in the
amount of $6.000.000 for each health care provider.

(D The fund shall not be liable to pay in excess of the amounts spec-
ificd in the option selected by the health care provider pursuant to sub-
section (1) for judgments or settlements relating to injury or death arising
out of the rendering of or failure to render professional services by such
health care provider on or after July 1, 1989.

(g) A health care provider shall be deemed to have qualified for cov-
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erage under the fund:

(1) On and after July 1, 1976, if basic coverage is then in effect;

(2) subsequent to July 1, 1976, at such time as basic coverage be-
comes eflective; or

(3) upon qualifying as a self-insurer pursuant to K.S.A. 40-3414 and
amendments thereto.

(h) A health care provider who is qualified for coverage under the

_fund shall have no vicarious liability or responsibility for any injury or

déath arising out of the rendering of or the failure to render professional
services inside or outside this state by any other health care provider who
is also qualified for coverage under the fund. The provisions of this sub-
section shall apply to all claims filed on or after July 1, 1986.

(i) Notwithstanding the provisions of K.S.A. 40-3402 and amend-
ments thereto, il the board of governors determines due to the number
of claims filed against a health care provider or the outcome of those
claims that an individual health care provider presents a material risk of
significant future lability to the fund. the board of governors is authorized
by a vote of a majority of the members thereof, after notice and an op-
portunity for hearing in accordance with the provisions of the Kansas
administrative procedure act. to terminate the liability of the fund for al!
claims against the health care provider for damages for death or personal
injury arising out of the rendering of or the failure to render professional
services after the date of termination The date of termination shall be
30 days after the date of the determination by the board of governors.
The board of govemors, upon termination of the liability of the fund
under this subsection, shall notifv the licensing or other disciplinary board
having jurisdiction over the health care provider involved of the name of
the health care pmvider and the reasons for the termination

() (1) Upon the payment of moneys from the health care stabiliza-
tion fund pursnant to subsection (c)t11), the bhoard of govemnors shall
certify to the director of accounts and reports the amount of such pay-
ment, and the director of accounts and reports shall transfer an amount
equal to the amount certified, reduced by any amount transferred pur-
suant to par:\gmph (3) of this subsection (j), from the state genera] fund
to the health care stabilization fund.

(2) Upon the payment of moneys from the health care stabilization
fund pursuant to subsection (c)(12), the board of governors shall certify
to the director of accounts and reports the amount of such payment which
is equal to the basic coverage liability of self-insurers, and the director of
accounts and reports shall transfer an amount equal to the amount cer-
tified, reduced by any amount transferred pursuant to paragmph (3) of
this subsection (j), from the state general fund to the health care stabili-
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(3) The university of Kansas medical center private practice {oun-
dation reserve fund is hereby established in the state treasury. If the
balance in such reserve fund is less than $500,000 on July 1 of any year,
the private practice corporations or foundations referred to in subsection
{c) of K.S.A. 40-3402, and amendments thereto, shall remit the amount
necessary to increase such balance to $500,000 to the state treasurer for
credit to such reserve fund as soon after such July 1 date as is practicable.
Upon receipt of each such remittance, the state treasurer shall credit the
same to such reserve fund. When compliance with the foregoing provi-
sions of this paragraph have been achieved on or after July 1 of any year
in which the same are applicable, the state treasurer shall certify to the
board of governors that such reserve fund has been funded for the year
in the manner required by law. Moneys in such reserve fund may be
invested or reinvested in accordance with the provisions of K.S.A 40-
3406, and amendments thereto, and any income or interest eamed by
such investments shall be credited to such reserve fund Upon payment
of moneys from the health care stabilization fund pursuant to subsection
(c)(11) or (¢} 12) with respect to any private practice corporation or foun-
dation or anv of its full-time physician faculty employcd by the university
of Kansas, the director of accounts and reports shall transfer an amount
equal to the amount paid from the university of Kansas medical center

rivate practice foundation resenve fund to the health care stabilization
fund or. if the balance in such reserve fund is less than the amount so
paid. an amount equal to the balance in such reserve fund.

(4) Upon payment of moneys from the health care stabilization fund
pursuant to subsection (c)14) or (c)(15), the board of governors shall
certify to the director of accounts and reports the amount of such pay-
ment, and the director of accounts and reports shall transfer an amount
equal to the amount certitied from the state general fund to the health
care stabilization fund.

(k) Notwithstanding any other provision of the health care pron'dcr
insurance availability act, no psychiatric hospital licensed under K.S.A
75-.3307b and amendments thereto shall be assessed a premium sur-
charge or be entitled to coverage under the fund if such hospital has not
paid any premium surcharge pursuant to K.S.A. 40-3404 and amend-
ments thereto prior to January 1, 1988.

() On or after July 1, 1989, every health care provider shall make an
election to be covered by one of the following options provided in this
subsection (1) which shall limit the liability of the fund with respect to
judgments or scttlements relating to injury or death arising out of the
rendering of or failure to render professional services on or after July 1,
1989. Such election shall be made at the time the health care provider
renews the basic coverage in effect on July 1, 1989, or, if basic coverage
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is not in effect, such election shall be made at the time such coverage is
acquired pursuant to K.S.A. 40-3402, and amendments thereto. Notice
of the election shall be provided by the insurer providing the basic cov-
erage in the manner and form prescribed by the board of governors and
shall continue to be effective from year to year unless modified by a
subsequent election made prior to the anniversary date of the policy. The
health care provider may at any subsequent election reduce the dollar
amount of the coverage for the next and subsequent fiscal years, but may
not increase the same, unless specifically authorized by the board of gov-
ernors. Such election shall be made for persons engaged in residency
training and persons engaged in other postgraduate training programs
approved by the state board of healing arts at medical care facilities or
mental health centers in this state by the agency or institution paying the
surcharge levied under K.S.A. 40-3404, and amendments thereto, for
such persons. Such options shall be as follows:

(1) OPTION 1. The fund shall not be liable to pay in excess of
$100,000 pursuant to anv one judgment or settlement for any party
against such health care provider, subject to an aggregate limitation for
all judgments or settlements arising, from all claims made in the fiscal year
in an amount of $300.000 for such provider.

(2} OPTION 2 The tund shall not be liable to pay in excess of
S300,000 pursuant to any one judgment or settlement for any party
against such health care provider. subject to an aggregate limitation for
all judgments or scttlements arising from all claims made in the fiscal year
in an amount of $900.000 for such provider.

(3)  OPTION 3 The fund shall not be liable to pay in excess of
$500.000 pursuant to any one judgment or settlement for any party
agamst such health care provider, subject to an aggregate hnntation for
all judgments or settlements ansing from all claims made in the fiscal year
in an amount of $2.400 000 for such health care provider.

um)  The fund shall not be liable for any amounts due from a judgment
or settlement against resident or nonresident inactive health care provid-
ers who first qualify as an inactive health care provider on or after July 1,
1989, unless such health care provider has been in compliance with K.S.A.
40-3402. and amendments thereto, for a period of not less than five years.
If a health care provider has not been in compliance for five years, such
health care provider may make application and payment for the coverage
for the period while they are nonresident health care providers, nonres-
ident self-insurers or resident or nonresident inactive health care provid-
ers to the fund. Such payment shall be made within 30 days after the
health care provider ceases being an active health care provider and shall
be made in an amount determined by the board of governors to be suf-
ficient to fund anticipated claims based upon reasonably prudent actuarial
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principles. The provisions of this subsection shall not be applicable to any
health care provider which becomes inactive through death or retirement,
or through disability or circumstances beyond such health care provider’s
control, if such health care provider notifies the board of governors and
receives approval for an exemption from the provisions of this subsection.
Any period spent in a postgraduate program of residency training ap-
proved by the state board of healing arts shall not be included in com-
putation of time spent in compliance with the provisions of KSA. 40-
3402, and amendments thereto.

(n) Notwithstanding the provisions of subsection (m) or any other
provision in article 34 of chapter 40 of the Kansas Statutes Annotated to
the contrary, the fund shall not be liable for any claim made on or after
July 1, 1991, against a licensed optometrist or pharmacist relating to any
injury or death arising out of the rendering of or failure to render pro-
fessional services by such optometrist or pharmacist prior to Julv 1, 1991,
unless such optometnst or pharmacist qualified as an inactive health care
pmv;dvr prior to July 1, 1991, and obtained coverage pursuant to sub-
section (m). Optometnsts and pharmacists not qualified as inactive health
care providers prior to July 1, 1991, may purchase coverage from the fund
for periods of prior compliance by making application prior to August 1,
1991, and payment within 30 days from notice of the calculated amount
as determined by the board of govemnors to be sufficient to fund antici-
pated claims based on reasonably prudent actuarial principles.

(o) Notwithstanding the provisions of subsection (m) or any other
provision in article 34 of chapter 40 of the Kansas Statutes Annotated to
the contrary, the fund shall not be Liable for any claim made on or after
July 1, 1995, against a physical therapist regstered by the state board of
healing arts relating to any injury or death ansing out of the rendenng of
o1 Latlure to render professional services by such physical therapist prior
to July 1, 1995, unless such physical therapist qualified as an inactive
health care provider prior to July 1, 1995, and obtained coverage pursuant
to subsection (m). Physical therapists not qualjﬁed as inactive health care
providers prior to July 1, 1995, may purchase coverage from the fund for
periods of prior compliance by making application prior to August 1, 1995,
and payment within 30 days from notice of the calculated amount as
determined by the board of governors to be sufficient to fund anticipated
claims based on reasonably prudent actuarial principles.

(p) Notwithstanding anything in article 34 of chapter 40 of the Kansas
Statutes Annotated to the contrary, the fund shall in no event be liable
for any claims against any health care provider based upon or relating to
the health care provider's sexual acts or activity. but in such cases the
fund may pay reasonable and necessary expenses for attomney fees in-
curred in defending the fund against such claim. The fund mav recover
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all or a portion of such expenses for attorney fees if an adverse judgment
is retumed against the health care provider for damages resulting from
the health care provider’s sexual acts or activity.
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After consultation with the board of governors

the state treasurer

[

R .
accordance with investment policies established

by the pooled money investment board under

pnn[nlgj.
Sec [F1KSA 44712 ¢ here-by amended to read as follows: 44 712

(a) Establishment and control There is hereby established as a (lwcial
fund 1 the state treasun | separate and apart from all [ml'h(‘ moneys or
funds of this state. an emplovment secunty fund_ which <hall be adonn
istered by the secretary as pmmlv(l in this act This fund shall consist of
(1) All contnbutions collected under this act, (2) interest eamed upon
any moneys in the fund. (31 all moneys credited to this state’s account n
the federal unemployment toust fund. pursuant to section 903 of the socal
secunty act, PL2USCA § 1 103, as amended, 14) any property or secu-
nties< urqmn-d through the use of moneys belonging to the fund, and all
other moneys received for the fnnd from any other source, (5) all earnmgs

of such property or secunties Al moneys in this fund shall be mingled

and undivided
(b) Accounts and deposits The state treasurer shall be ex officio cus-

todian of the fund. Payments from the fund. and for the purposes of this
of the treasury of the United States shall

from the fund. shall be made upon war-
rants drawn upon the state treasurer by the director of accounts and
reports upon vouchers apprm-vd by the secretary There shall be main-
tained within the fund three scparate accounts: (1) A clearing account,
(2) an unemployment trust fund account, and (3) a benefit account. All
money payable to the fund upon receipt thereof by the secretary, shall
be forwarded to the state treasurcr. who shall immediately deposit them
in the state treasury to the credit of the clearing account of the fund.
Refunds pavable pursuant to K S A 44-717 and amendments thereto mav

. ] .

act deposits with the secretary

not be deemed to be payments

)

K.S.A. 75-4232, and amendments i
Eotiowing: ’ thereto, in the
(a) Those 1investments under sub
paragraphs
(A), (B?, (E), (F) or (G) of paragraph (g) pof
subsection (a) of K.S.A. 75-4209, and amend-

ments thereto; or
(b) the municipal investment

pool fund,
Iunder K.S.A. 12-1677a, and amendments thereto

!
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director of accounts and reports upon the state treasurer upon vouchers
approved by the secretary. After clearance thereof, all other moneys in
the clearing account of the fund shall be immediately deposited with the
secretary of the treasury of the United States of America to the credit of
the account of this state in the federal unemployment trust fund estab-
lished and maintained pursuant to section 904 of the social security act,
42 US.CA. § 1104, as amended, any provisions of law in this state relating
to the deposit, administration, release, or disbursement of moneys in the
possession or custody of this state to the contrary notwithstanding. The
benefit account of the fund shall consist of all moneys requisitioned from
this state’s account in the federal unemployment trust fund. Except as
herein otherwise provided. moneys in the clearing and benefit accounts
of the fund may be deposited by the state treasurer in any bank or public
depository as is now provided by law for the deposit of general funds of
the state. but no public deposit insurance charge or premium shall be
paid out of the fund. Moneys in the clearing and beneht accounts of the
fund shall not be commingled with other state funds. but and shall be
maintained in separate aecounts on the beeks of the depesitory banls
bank accounts.

(¢) Withdrawals. Moneys shall be requisitioned from this state’s ac-
count in the federal unemployment trust fund solely for the payment of
benehits and in accordance with the provisions of this act and the rules
and regulations adopted by the secretary, except that moneys credited to
this state’s account pursuant to section 903 of the social security act, 42
USCA § 1103, as amended, shall be used exclusively as provided in
subsection (d) of this section. The secretary shall from tiine to time req-
uisition from the federal unemployment trust fund such amounts, not
exceeding the amounts standing to its account therein, as deemed nec-
essary for the payment of benelits for a reasonable future period. Upon
receipt thereof the state treasurer shall deposit such moneys in the benefit
account of the fund and warrants for the pavinent of henefits shall be
charged solely against such benefit account of the fund. Expenditures of
such monevs in the benefit account and refunds from the clearing account
of the fund shall not be subject to any provisions of law requiring specific
appropriations. Any balance of moneys requisitioned from the federal
unemplovment trust fund which remains unclaimed or unpaid in the ben-
efit account of the fund after the expiration of the period for which such
sums were wquisin'oned shall either be deducted from estimates for, and
may be utilized for the payment of benefits during succeeding periods,
or, in the discretion of the secretary shall be directed to be redeposited
with the secretary of the treasury of the United States of America, to the
credit of this state’s account in the federal unemployment trust fund, as
provided in cubsection (b) of this section. All balances accrued from un-
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paid or canceled warrants issued pursuant to this section, notwithstanding
the provisions of K.S.A. 10-812 and amendments thereto shall remain in
the benefit account of the fund, and be disbursed in accordance with the
provisions of this act relating to such account.

(d) Administrative use. (1) Money credited to the account of this state
in the federal unemployment trust fund by the secretary of the treasury
of the United States of America, pursuant to section 903 of the social
security act, 42 US.C.A. § 1103, as amended, may be requisitioned and
used for the payment of expenses incurred in the administration of this
act pursuant to a specific appropriation by the legislature, if expenses are
incurred and the money is requisitioned after the enactment of an ap-
propriation law which: (A) Specifies the purposes for which such money
is appropriated and the amounts appropriated therefor, (B) limits the
period within which such money may be obligated to a period ending not
more than two years after the date of the enactment of the appropriation
law, and (C) limits the amount which may be obligated during a twelve-
month period beginning on July 1 and ending on the next June 30 to an
amount which does not exceed the amount by which (i) the aggregate of
the amounts credited to the account of this state pursuant to section 903
of the social security act, 42 U.S C.A. § 1103, as amended. (i) the aggre-
gate of the amounts obligated pursuant to this subsection and amounts
paid out for benefits and charged against the amounts credited to the
account of this state. For the purposes of this subsection, amounts obli-
gated during any such twelve-month period shall be charged against
equivalent amounts which were first credited and which are not already
so charged.

(2} Money credited to the account of this state pursuant to section
903 of the social security act. 42 US CA § 1103, as amended. mav not
be withdrawn or obligated except for the payment of benefits and [or the
payment of expenses for the administration of this act and of public em-
ployment offices pursuant to this subsection (d).

{3} Money appropriated as provided by this subsection (d) for the
payment of expenses of administration shall be requisitioned as needed
for the payment of obligations incurred under such appropriation and,
upon requisition shall be deposited in the state treasury to the credit of
the employment secunty administration fund from which such payments
shall be made. Money so deposited and credited shall, until expended,
remain a part of the federal unemployment trust fund, and, if it will not
be expended, shall be returned promptly to the account of this state in
the federal unemployment trust fund.

(e) Management of funds upon discontinuance of federal unemploy-
ment trust fund The provisions of subsections (a), (b), (c} and (d) of this

coctinn to the avtent that they relate to the federal unemnlacnent st

-
T3
=

[-22




SB 476
23

/at
1-23

[
o

Y/

fund, shall be operative only so long as such unemployment trust fund
continues to exist and so long as the secretary of the treasury of the United
States of America continues to maintain for this state a separate book
account of all funds deposited therein by this state for benefit purposes,
together with this state’s proportionate share of the earnings of such un-
employment trust fund. from which no other state is permitted to make
withdrawals. If and when such unemployment trust fund ceases to exist,
or such separate book account is no longer maintained. all moneys, prop-
9 erties or sccurities therein, belonging to the employment security fund
10 of this state, shall be transferred to the state treasurer, to be administered
11 by the secretary as a trust fund for the purpose of paying benefits under
12  this act, and the pooled money investment board upon the direction of
13 the secretary shall have authority to hold, invest, transfer. scll. deposit,
14  and release such moneys, and any properties, securities, or eamings ac-
15  quired as an incident to such administration.
16 Scc{8-]KS$A 75-622 is hereby amended to read as follows 75622

U WA

17 The treasurer shall appoint an assistant state treasurer. who mey, in the 9
15 absence of the treasurer, may perform such acts as he ar she may be

19 authorized te pesform by the state treasurer, except sueh as to the duties
20 of the state treasurer us pertain to lim or herasa member of the exeentive
21 evnmeth and swed pooled money investment board. The assistant state
22 treasurer is herehy cmpowered to admimster oaths pertaining to all mat-
23 ters relating to the business of the state treasurer’s office, which person ;
24 shall take the oath of office required of public officers. and the state lsee Sections 10 and 11 attached '
25 treasurer of the stnte shall be responsible for the acts of such person so A
26 designated Such person shall have such power and authority so long as

27 4t shall be the wall and pleasure of the state treasurer _
28 See E—.}LK SA 1995 Supp. 754201 hereby amended to read as 12
29 follows 75-4201 As used e this act, unless the context otherwise re- N

30 quires

31 1) “Treasurer” means state treasurer.

32 (b} “Controller” means director of accounts and reports.

33 () “Board” ineans the pooled moncey investment board.

34 «d) “Bank” means a state bank incorporated under the laws of Kansas
35 or a national bank having such bank's home office within the state of
36 Kansas.

37 (¢)  “State moneys” means all moneys in the treasury of the state or
35  coming lawfully into the possession of the treasurer.

39 ) “Custodial menscys™ means state moneys deposited with the treas-
40 wrer which. in the written opinion of the attorney general. are required
41 bymetme(—beqﬂe«mkweebesegwgﬂedfmme&efbmkm&

42 ) —Speef&lwmemmeﬁeyﬁwhmhefefeqemedmbeef&m
43 Mmem&e&mmyakwammbyehem
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or any ageney thereol
th) (f) “State bank account” means state moneys or speeial fee agency
account moneys deposited in accordance with the provisions of this act.

@} (g) “Operating account™ means a state bank account which is pay-
able or withdrawable, in whole or in part, on demand.

&) (h) “Investment account” means a state bank account which is not
payable on demand but shall net inelude eustodial aceounts.

de (i) “Market rate” means the average of the average equivalent
yields, with equivalent maturities, of: (1) United States government se-
curities; and (2) debt obligations of the following United States govern-
ment agencies, federal home loan banks, federal national mortgage as-
sociation and federal farm credit bank.

(4 (j) “Investment rate” means a rate which is the equivalent yield
for United States govemment securities having a maturity date as pub-
lished in the Wall Street Journal, nearest the maturity date for equivalent
maturities. For liquidity investments; The 0-90 day rate shall be compute d
on the average effective federal funds rate as published by the federal
reserve system for the previous week.

) “Gustodial seconnt’ menns a state bank aceount of eustodial

¢ (k) “Fee agency account”™ means a state bank account of anv state
agency consisting of fees, tuition or charges anthorized by law prior to
remittance to the state treasurer.

¢} (1) “Disbursement” means a payment of any kind whatsoever
made from the state treasury or from any operating account, except trans-
fer of state or speei] monevs between or among operating accounts and
investment accounts or either or both of them

¢ (m)  “Securities” means, for the purposes of KS A 75-4215, and
amendments thereto, any one or more of the following, which may be
accepted or rejected by the pooled money investment board:

(1) Direct obligations of. or obligations that are insured as to principal
and interest by, the United States government or any agency thereof and
obligations, letters of credit and securities of United States sponsored
enterprises which under federal law may be accepted as security for pub-
lic funds.

(2)  Kansas municipal bonds which are general obligations of the mu-
nicipality issuing the same.

(3) Revenue bonds of any agency or amm of the state of Kansas.

(4) Revenue bonds of any municipality, as defined by K.S.A. 10-101,
and amendments thereto, within the state of Kansas or bonds issued by
a public building commission as authorized by K.S.A 12-1761, and
amendments thereto, if approved by the state bank commissioner, except

(A hondc icaned under the ~-wsciane nf ¥ € 4 121740 ¢t crg Ant
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amendments thereto, unless such bonds are rated at least MIG-1 or Aa
by Moody's Investors Senice or AA by Standard & Poor’s Corp. and (B)
bonds secured by revenues of a utility which has been in operation for
less than three years. Any expense incurred in connection with granting
approval of revenue bonds shall be paid by the applicant for approval.

(5) Temporary notes of any municipal corporation or quasi-municipal
corporation within the state of Kansas which are general obligations of
the municipal corporation or quasi-municipal corporation issuing the
same.

(6) Warrants of any municipal corporation or quasi:municipal cor-
poration within the state of Kansas the issuance of which is authorized
by the state board of tax appeals and which are payable from the proceeds
of a mandatory tax levy.

(7) Bonds of any municipal or quasi-municipal corporation of the
state of Kansas which have been refunded in advance of their matunty
and are fully secured as to payment of principal and interest thereon by
depositin trust, under escrow agreement with a bank. of direct obligations
of. or obligations the principal of and the interest on which are uncon-
ditionally guaranteed by. the United States of America. A copy of such
escrow agreement shall be furnished to the treasurer.

(8)  Sccurities listed in p;uagraph (13) of subsection (d)of KSA Y-
1402 and amendments thereto within limitations of K.S.A 9-1402 and
amendments thereto.

(Y) A corporate surety bond guaranteeing deposits in a bank, savings
or savings and loan association in excess of federal deposit insurance cor-
poration nsurance, underwritten by an insurance company authorized to
do business in the state of Kansas.

(101 Al of such secunties <hall be current as to interest according to
the terms thereol,

(11)  Whenever a bond is authorized to be plvdgml as a security under
this section, such bond shall be accepted as a secunity if: (i) In the case
of a certificated bond, it 1s assigned. delivered or pledged to the holder
of the deposit for secunty, (i) in the case of an uncertificated bond,
regstration of a pledge of the bond is authorized by the system and the
pledge of the uncertificated bond is registered; or (iii) in a form appmvcd
by the attorney general, which assures the availability of the bond pro-
ceeds pledged as a secunty for public deposits

) (n) “Savings bank” means a federally chartered savings bank in-
sured by the federal deposit insurance corporation and doing business
within the state of Kansas

&) (o) “Savings and loan association” means a state or federally char-
tered savings and loan association insured by the federal deposit insurance
corporation and doing business within the state of Kansas.
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) (p) ~Custodial bank™ means a bank designated to keep safely col-
lateral pledged as security for state bank accounts.

@ (q) “Centralized securities depository” means 3 clearing agency
reg‘istered with the securities and exchange commission which provides !
safekeeping and book-entry settlement services to its participants. !

s} (r) “Depository bank” means a bank, savings bank or savings and |
loan association authorized and eligible to receive state moneys. ;

Sec. B} KS A 1995 Supp. 75-4202 is hereby amended to read as ‘

follows: 75-4202 All state moneys and credits received by the treasurer \

shall be deposited daily in one or more operating accounts; exeept eus-

tocbiol momtys which shall be s deposited in eustodial accorts. All dis- | 13.
bursements shall be drawn from operating accounts All banks having a :

state bank account shall senvice all warrants,_ drafts or checks of the state

or its agencies. ‘The board shall determinc the compensation for services

rendered that banks may receive on state bank accounts Such compen-

sation may be either compensating balances or fees. .

SecAE'i:\ KSA 75-4204 is herchy amended to read as follows: 75- '

4204. All orders of the treasurer transierring stete or spﬂ-mi moneys from , 14.
one state bank account to another shall be signed both by the treasurer

or his er her the (reasurer’s duly authorized deputy and director of ac- , o ‘
counts and reports or his of her the director’s dulv authonzed assistant. 1s

Sec. @-K SA 1995 Supp 75429 is hereby amended to read as
follows: 75-4200 (a) After thvE«w«l (letermines the hqnulimedﬁ for
the state, and deternmines the vanang matunties of the investment ac-
counts to be oflered and the amount of state moneys to he invested in
each of the matunties offered. in accordance with rules and regulations
adopted pursuant_to KS.A 1993 Supp 75-4232. and amendments

——

—

thereto, thv[l-m*ﬂﬂdm" make available state monevs eTynble Tor mvest- state t
e treasurer

ment accounts in the following manner:

(1) (A) The hall ofler to qu;\liﬁcd banks. on a competitive bid
basis, state moneys for deposit in investment accounts at maturities of not
more than four years and such bids shall be at a rate of at least the market
rate, as definced in subsection (k) of KS.A. 75-4201. and amendments
thereto.

(B) As part of the offering under suhparagraph (A) !ho[_
offer to qunlifn-d banks. on a twelve-month average, 50% of the amount
of state monevs available for investment or $350.000.000, whichever
amount is greater, at maturities of not more than four years and at the
investment rate as defined in subsection () of KSA 754201 and
amendments thereto. Such accounts shall be apportioned by the
among the banks which propose to receive such accounts and which qual-
ify therefor on the basis of the ratio of each bank’s combined capital,
vaduided neefite ind curpluc to the tatal capital. undivided pmﬁts and

%I/:r%c
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surplus of all such banks.

(C) Qualified banks shall be determined in accordance with require-
ments established by rules and regulations adopted pursuant to K.S.A.
1995 Supp. 75-4232. and amendments thereto.

(2) Th may invest and reinvest state moneys eligible for in-

vestment which are not invested in accordance with paragraph (1), in the
following investments:

(A) Direct obligations of, or obligations that are insured as to prin-
cipal and interest by. the United States of America or any agency thereof
and obligations and securities of the United States sponsored enterprises
which under federal law may be accepted as security for public funds,
except that not more than 10% of the moneys available for investment
under this subsection may be invested in mortgagc-hackcd securities of
such enterpnses and of the government national mortgage association;

(B) repurchase agreements with a Kansas bank or a primary govern-
ment securities dealer which reports to the market reports division of the
federal resenve bank of New York for dhirect obligations of. or obligations
that are insured as to pnnclpal and interest by, the United States govern-
{ obligations and securities of United States

ment or any agency thereof anc
« which under federal law may be ac-

govemmcnt SP()"(()I('.(‘ f‘nl(‘rprlS(
cepted as secunty for public funds.

(C2)  nvestients in SKELL act projects and bonds pursuant to KSA
1995 Supp. 74-5920, and amendments thereto, and investments in any
state agency bonds or bond project. e

(D) until July 1199610 the wumcipal investment pnnl fund, created
under K.S.A. 1995 Supp 12-16774. and amendments therceto, 1n accor-
pohcies adopted by the board on Januan 30 1995. Any

dance with the
, state monevs 1 such fund pror to the effective date

investment of sucl
of this act are hereby authonzed, confirmed and vahdated On July 1,
1996, all state moneys invested m the municipa] investinent pool fund
under this paragraph shall be removed from such fund .

(E) banken’ acceptances eligible for discounting uath the federal re-
do not exceed 270 days to maturity and which are

serve system which
or trust companies which have a short-term

issued by commeraal banks
rating in one of the two highest rating categories by a nationally recog-
nized investment rating firm. so long as such issuing bank or trust com-
pany is ether a bank or trust company organized and operating in the
United States or a foreign branch thereof or a United States branch of a
foreign bank;

(F) commercial paper that does not exceed 270 days to maturity and
which has receved one of the two highest commercial paper credit ratings
bya nationally recognized investment rating firm_ or

(C) negotuble certificates of deposit issued by commercial banks

.
state treasurer

Q!\
¥37
S




1
2
3
4
5
6
1
8
9

EREEE

37

39
40
41
42

SB 476
28

which have a short-term deposit rating in one of the two highest rating
categories by a nationally recognized investment rating firm, so long as
such issuing bank or trust company is either a bank or trust company
organized and operating in the United States or a foreign branch thereof
or a United States branch of a foreign bank domiciled in the United States
which is subject to United States government regulation.

(b) At any time monevs are available for deposits or investments for
a perod of time which is insufficient to permit deposit in investment

accounts or to provide for the liquidity needs for the state, th ay
invest such moneys in repurchase agreements as authorized in subpara-
graph (B) of paragraph (2) of subsection (a).

(¢) When moneys are available for deposits or investments, th beard‘-]

may investin prctfcm-d stock of Kansas venture capital, inc.. under terms
and conditions prvscribvd by KS.A. 74-8203. and amendments thereto,
but such investments shall not in the aggregate exceed a total amount of
$10.000 .00

() When moneys are available for deposits or investments, tln-M\
may mvest loans pursuant to legislative mandates. except that not more

than the lesser of 10% or $50.000.000 of the state moneys shall be in-
\'('St«'d

(et Interest on investment accounts in banks is to be pad at matu i
but not less than annuallv

(N Iovestinents made by theE_ under the provisions of this sec-
tion <hall be made wath jdgment and care, under circumstances then
prevailing, which persons of prudence. discretion and intellgence exer-
cise in the management of their own affairs, not for speculati(m' bhut {or
investment, considering the pmhable safety of their capital as well as the
pmh.ahl«- income to be derned

(g) Investments under subsection (a) shall be for a period not to ex-
ceed tour years, except for investments in mortgage-backcd securities.

th) Investments in securities under sulvparagra_ph (A) of pnragraph
(2) of subsection (a) shall be limited to securnties which do not have any
more interest rate risk than do direct United States government obliga-
tions of similar matunties 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.

(i) On and after July 1. 1996, meE~ <hall not invest state moneys
eligible for investment under pamgraph (27 of subsection (a). in the mu-
nicipal investment pool fund. created under KS.A. 1995 Supp. 12-1677a,

and amendments thereto.
L f [ hall not invest moneys in the
pooled money investrent portfolio in dérvatives As used in this subsec-
1 e e~ fimancial eontract whose value depends on the

{

state treasurer
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value of an underlying asset or index of asset values
(k) Moneys and investiments in the pooled money investment portfolio
shall be Emmged‘ i in accordance
with investment policies developed. approved. publish';zg and updated on i .
an annual basis by E«:@board, Such investment policies shall include at ﬂitEd and reinvested
a minimum guidelines which identify credit standards. eligible instru- \
ments, allowable maturity ranges. methods for valuing the portfolio. cal-
culating earnings and yields and limits on portfolio concentration for each
type of investment Any changes in such incestment policies shall be ap-
proved by the pooled money investment board _
Sec Eyﬁ:l K S.A. 75-4210a is hereby amended to read as follows: 75- 16.
4210a Any moneys recoived from Interest eamned on state moneys shall
be credited to the state general fund, unless required by law, contract or
bequest to be credited to a fund other than the state general fund When
interest earnings are required by law. contract or bequest to be credited
to a fund other than the state general fund. such earnings shall be based
on the average daly balance in the fund for each month and the net -
earnings rate of the pooled money investment portfolio for such month 17.
unless such law, contract or bequest provides a different method of com-
pu!x’ng interest earmings.
Sec KS A 1995 Supp 75-4212a1s hereby amended to read as
follows 75-4212a Whenever the balance in operating accounts is insuf-
ficient 1o meet the state’s obhgations or withdrawals from the municipal
nvestment pool fund. and there are state moneys in authorized invest-
ments, the treasurer, with appmval of the board, may: :
(a)  Borrow upon the secunty of any one or more investment accounts )
an amount sufficient to meet the state’s or the munir:’pnl investnent p«ml

the

fund’s obhigations. Any such loan shall be repaid in full within 60 divs or 18.
prior to ]nly 1. whichever oceurs first Interest paviment h)' the state for -
any loan under this section shall be made only by way of setoff from )

interest obligations to the state from the bank making such loan The
amount borrowed under this section from any bank, shall never exceed
an amount equal to the amount of state moncys on deposit in such bank;

or

(b) enter into reverse rvpnrchase agreements milin'ng securities pur-
chased by the board pursuant to subsection (a)(2HA) of KS A 75-4209 |
and amendments thereto Such reverse repurchase agreements may be i
1]

entered into with Kansas banks or primary government securitics dealers

which report to the market reports division of the federal reserve bank

of New York. Expenses of reverse repurchase agreements shall be paid :

by deducting such expenses against other interest income to the state. ‘
Sec -}Siﬁ( SA 1995 Supp. 754218 is hereby amended to read as

follows 75-4218 (a) All state bank accounts shall be secured by pledge

by the state treasurer

}
i

b
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of securities as provided in this section

(b) The bank, savings bank or savings and loan association receiving
or having a state bank account shall deposit or cause its affiliate bank to
deposit securities acceptable to the board and owned by it or by its affiliate
bank, in one of the following ways:

(1) Deposit with the treasurer.

(2) Deposit with a custodial bank having adequate modem facilities
for the safekeeping of securities which shall have had the prior approval
of the board. Any such custodial bank receiving securities for safekeeping
shall be liable to the state for any loss suffered by the state in the event
such custodial bank relinquishes the custody of any such securities con-
trary to the provisions of this act or rules and regulations adopted there-
under. This section shall not prohibit any custodial bank receiving secu-
rities for safekeeping from issuing a joint custody receipt and placing
those securities in such bank’s account with any bank chartered in Kansas
or any other state, any trust company chartered in Kansas or any other
state, any national bank, or any centralized securities depository wherever
located within the United States. No bonds or securities pledged to secure
public deposits shall be left for safekeeping in any bank, trust company,
or national bank which is owned directly or indirectly by anv parent cor-
poration of the depository bank, or with any bank, trust company, or
national bank, having common controlling shareholders. having a com-
mon majority of the board of directors or having common directors with
the ability to control or influence directly or indirectly the acts or policies
of the bank, state or federally chartered savings and loan association or
federally chartered savings bank securing such public deposits.

(3)  Deposit with the federal reserve bank of Kansas City, Missouri.

(4} Deposit with the federal home loan bank of Topeka, Kansas.

(5)  Any combination of (1), (2). (3) and (4).

(¢) The depository bank shall obtain a written agreement from its
affiliate bank that the affiliate bank grants a security intercst to the state
of Kansas in securities owned by the affiliate bank which are pledged on
behalf of the depository bank to secure payment of deposits made with
the depository bank pursuant to this section. Such agreement shall be
approved by the board of directors of the affiliate bank and reflected in
its minutes From the time of execution of such agreement, the agree-
ment shall remain continuously an official record of the affiliate bank.
Any such deposit of securities, except with the treasurer, shall have a joint
custody receipt which shall constitute a perfected security interest taken
therefor with one copy going to the treasurer and one copy going to the
bank, savings bank or savings and loan association which deposits such

securities. In lieu of the initial deposit of securities provided for in this
e Vcmbie LY R s sagyrer AT thy. tr-hscirpre Aol ‘\"“‘.’\F"".“d dnnut\',
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for a period of not to exceed 10 calendar days, may accept the telephone
assurance of a bank qualified as provided in (2) or (3) of subsection (b),
that the depository bank has requested the issuance of a joint custody
receipt with the state of Kansas, specifying the securities pledged. for the
purpose of compliance with this section and that such joint custody re-
ceipt will be forthcoming.

(d) The depository bank, the board and the custodial bank shall enter
into a written agreement for the safekeeping of securities and the agree-
ment shall be maintained in the records of the depository bank.

(e) Securities deposited to comply with this section may be with-
drawn on application of the bank, savings bank or savings and loan asso-
ciation depositing the securities, if such application is approved by the
treasurer or the treasurer’s duly authonzed deputy for the reason that
such depasit of secunties is no longer necded to comply with this section
or are required for collection by virtue of their maturity or for exchange.
Securities withdrawn for collection by wirtue of their maturity or for
exchange shall be replaced within 15 calendar days, but until replaced
the state shall retain a first lien on the withdrawn security or the proceeds
therefrom

(N Operating accounts, investment accounts: and fee agency accounts
wered entsteschal aexvnents shall be secared In pledge of securitics, the market
calue of which 1 equal to 100% of the amount of the deposits 1n the
account plus accrued interest, less the amount of deposits in the account
protected by the federal deposit insurance corporation. Any agency re-
sponsible for a fee agency account shall transfer immediatelv all moneys
not so secured to the state treasurer for deposit in the state treasury.

SNAEQ KSA 1995 Supp 75-4220 is hereby amended to read as

rities for such depository pursuant to K S A 754215, aud amendments
thereto, shall be liable for pavment il- (1) The depository bank fails to:
(A) Pay any check, draft or warrant drawn by the treasurer and director
of accounts and reports; or (B) account for any check. draft, warmant,
order. or certificate of deposit, or any money entrusted to such bank by
the treasurer: or (2) a conservator or receiver is appoinled for the depos-

follows: 7574220 () Fach depositony or its affiliate bank plvdging secu-

itory bank

Any loss incurred by the state by reason of failure by any depository
bank to safely keep and account for state er speetal moneys and interest
thereon shall be recovered by the state from the depository bank and a
<ale of the securities pledged under this act. The attomcy general is au-
thorized to prosecute in the name of the state any and all actions for
recovery of any loss incurred by the state under this act

In case of default by any depository bank having a state bank account
of any type. the secunties pledged under this act. if not in the possession

19.
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of the treasurer, shall be transferred to the treasurer by the custodial
bank to be sold by the treasurer and payment of the proceeds of such
sale shall be made to the state to the extent of the state’s interest. subject
to the provisions of K S A. 75-4221, and amendments thereto.

Sec. [} K S.A. 1995 Supp. 75-4228 is hereby amended to read as

fat

2
Y
/
)~ 32
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follows: 75-4228. The making of profit by the treasurer or director of
accounts and reports out of any moneys in the state treasury, the custody
of which the treasurer or director of accounts and reports is charged with,
by lending, depositing. or otherwise using, or disposing of the same in
any manner whatsoever not provided in this act, or the removal by the
treasurer or director of accounts and reports or by such official’s consent,
of anv securities deposited by any bank under the provisions of this act
out of the treasury, or fwlng to retum or dispose of any securities as
provided by law, shall be decmed a felony. and on conviction thereof. the
treasurer or director of accounts and reports shall be punished by im-
pnsonment in the custody of the secretary of corrections for a tenn of
pot less than two nor maore than five years In addition to such criminal
liabnlity the treasurer or director of accounts and reports and the surety
thereof <hall also be hable. on official bond. for all profits realized from
cach unlavful use of am stete or speeral monevs It shall be the duty of

the attorney gt-m'ral to enter and prosecute to finsal termination all actions

for violation of this act

N N

20.

Sex EHTK SA 1995 Supp. 75-4221a is herehy amended to read as
(ollows 75-4221a. (a) There is hereby established the pooled money in-
vestment hoard which shall consist of five members, four of whom shall
be ;npp«n’uu-d by the govermor, subject to confirmation by the scnate as
prouded in K $ A 75-4315b and amendments thereto. Except as pro-
vided by K'S A 1995 Supp 46-2601. and amendments thereto. no person
appnimvd to the board. whose appointment is subject to confirmation,
shall exercise any power, dutv or function as a member of the board until
confirmed by the senate The fifth member shall be the state treasurer.
Not more than three members of the board shall be of the same politica]
party All members appoimed to the board shall be persons with not less
than 10 years of direct work experience in the management of fixed in-
come securities as an investment or trust officer for a financial institution,
assoctation or corporation Except as provided by subsection (b). mem-
bers appointed by the governor shall serve for a term of four years and
until successors are appointed and confirmed. The governor shall select
one of the board members to serve as chairperson

(b) (1) 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
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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 ap-
pointed 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 govemor shall designate the term for each
member so appointed. Except as provided in paragraph 2 of this subsec-
tion, members appointed to the board shall serve for four-year terms and
until their successors are appointed and confirmed. Whenever a vacancy
occurs in the membership of the board prior to the expiration of a term
of office. the governor shall appoint a qualified successor to fill the unex-
pired term.

(2) The terms of members who are senang on the board on the ef-
fective date of this act shall expire on March 15, of the year in which such
member’s term would have expired under the provisions of this section
pnor to amendment by thic act and by section 3 of chapter 194 of the
session Laws of 1995 Thereafter members shall be appointed for terms
of four years and until then snccessors are apponted and confirmed

() Members of the pooled money investment board attending mcet-
ings of <uch board. or attending a subcomnuttee meeting, thereof au-
thonzed by such board_ <hall be pajd compensation, subsistence allow-
ances, mileage and other expenses as prm‘idml in KS.A. 75-3223 a
amendments thereto

Sec K S A 1995 Supp 75-4293 & hereby amended to read as
follows 754222, (a) It shall be unlawful for the pooled money investment
board to award a state bank account to any depository bank in which any
member of the board is interested as a stockholder or officer, except upon
the nnanunous vote of the other membeers of the board.

(b)  The state treasurer shedl be ehatrperson of the beard- The board

may appoint such employees as ma be needed 'ty . -
y ap] plo Y

Mapwyim investment oflicers and investinent
analysts. who shall be in the unclassified service of the Kansas civil service

xt.@_ﬁm@mmmmﬂ*
bosrd- 5

[at
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22.

[The state treasurer, subject to th
the board, shall ! J the approval of

| S

Such investment officers and anal
terminated by a S

may be
vote of four members of the

{board.

] (c) From and after the effective

this act, all current classified emplgsggs gg
the pooled money investment board are hereb

transferred to the office of the state treaz
surer. All such employees shall retain all

The employecs working lor the pooled money investment board
shall have access at all times to all papers, documents and property in the
custoddy or possession of the state treasurer that relate to duties of the
board. and the state treasurer shall take such steps as may be necessary
to make this provision of law effective for such purposes as the pooled

money investment board may indicate.

MEM&MME%M:W

retifement benefits and all righ ivi
service which such employees hadg E:fgfe01zgi
effective date of this act and their service
shall be deemed to have been continuous All
sgcp transfers shall be in accordanée with
civil service laws and rules and requlations.

(d)

—

(e)

SR
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all budgeting, purchasing
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servtees TgIIIPINETIL. matertatramdSuppits. ar
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<Except as otherwise provided in this act,

43’#:1/ 76

and related management functions ef

Ee-ﬂ The board shall make an anmual report to the legislature of the

investments by the board of all moneys under the junsdiction and control
of the board. by filing a copy of the report with the chief clerk of the
house of representatives and with the secretary of the senate no later than
the 10th calendar day of each regular session of the legslature.
Sec[éﬁ:( KSA 1995 Supp 75-4232 is hereby amended to read as

follows 754232 State moneys shall lmWy
; in accordance wath investment policies provid(-d by law

and. by rules and n'gu‘ah(ms and puhluhed policies ollf_o@h Toard The

p()olc-d moneyv mvestment board shall not contract for management o

investnients by 4 moncy manager ‘ 1 .
Athe hoard shall adopt niles and regu-

antto KS A 754200 and amendmaents
hees and prm'n-dun-\ Such |mh(‘ws and

dnersificaton, safety of phncipzil_
a|||ly of investment m.m.ngc-mcnl, with
ardity Such investinent policy <hall
tances securities nan be disposed of
whcies and pum-(lun-s <hall be re-

Jations or ,ml:ln/u':l polcaes pursu
thereto estabhdhing investment po
pr(x‘vdun-& Juadl address |u|un||l)'.
yu'ld_ matunth and clu.lhty and (‘;tp;nl
prmary vmphau.\ on salety and hq
Sp«cily when or under what circams
prinr to maturnty Such mnvestment I
vewed annualh by the p(x)lvd moneyv imestment board

of

shall be administered under the direction a:

\\\\supervision of the state treasurer

invested and reinvested by the state treasurer

the

KSA 754251 is hereby amended to read as follows: 75-

Sec 2
; nay mnvest and reinvest the

4254 The

moneys ol surplus prn(‘vt:ds and surplus reserves in

(a)  Phrreet abbpntions of: o elhgations the of and wterest
on which mrmm»nhm«“yg\mmdhﬁtkeuwﬁimdm

s Investments enumerated in KS A 10-131. and anundments thereto.

See Sec. 24 attached

\\\W§Eé§e treasurer

|25.

| S

or
i b ' ¢ depcmhinmymwd«”«m&heawd

) Jthlnmr‘i&kﬁmwﬂswm&vﬁ“a&m
e,ﬁs;ns.«mnwhmmwmwo{kmmsodw
duration wath 8 hansas bank or with a prmeary
&ﬂlﬁﬂm*hfﬁkﬂﬂmthemw MW“WMW
MJMW\(»&MW&WMB&MWMWW

o to 'HWﬁ‘r‘}l wered mrterest by the Hared States gonernment or anv
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ageney thereof: of
& mmmmmmmmmmw
to the extent eovered by sueh insurenee the pooled money in-

vestment portfolio.

29

- RN Y A N

Sec.[22] KS A 76-818 is hereby amended to read as follows: 76-818.

All funds received pursuant to the provisions of this act, whether as pro-
ceeds from the sale of bonds, sale of property, insurance or condemnation
awards, as revenues, proceeds or otherwise. shall be deemed to be trust
funds to be held and applied sole.ly as provided in this act and as provided
in the resolution authorizing the issuance of the bonds or the trust agree-
ment. The resolution of the board authorizing the issuance of the bonds
or the trust agreement secunng any bonds may provide that any of such
moneys. including the proceeds of the bonds. the sinking fund and any

q—:lj-';{l/%
=35

See Sections 26 and 27 attached

28.

state treasurer in accordance with investment

reserve account or accounts, mav be invested by the [poaled-money-—ia-

policies established by the pooled money

. o pending the dishursement thercof, in ebhgations of the
Unitedd States of AMMMWﬁmMWMMo‘M
nre guarnnteed by the Barted Stntes of Amereca or 1 interestheanng
mﬁeck1»wﬂ4m»ﬁymmmmdlmnkkmmdiﬁmnﬁiﬁbebmfd
W'lmaﬁwd«-m«kﬁ»ﬂmhmmmmeh!m
deponts: m repurehase agrecmoents of loss than 30 dnv< duration wath a
Kunsas lmrkmwﬂknpﬁmg«m‘fmm%dﬁ}kﬁwhwhw
m&hemmkﬂfqmﬁﬁdmmnlthekﬁlﬂdm-lnmkafNNkwk
for direet ed#@unﬁe&md#&gﬂ«mﬁ%&fékﬁnmlmmwm
interest by the Umted States govermment of any apeney thereof (a) m-
vestments enumerated in KS A 101 31. and amendments thereto: or (h)
the pooled money investment portfolio

Whenever such moneys are invested in interest-beanng depaosits in any
commercial bank, such deposits <hall be secured by plr(lgu of secunties
as providcd in K S.A. 75-4218. and amendments thercto.

Sec K.S.A. 1995 Supp. 79454 is hereby amended to read as
follows- 79.4504 () Before July 1. 1005 nn amount equal to B0% of uli
mmMthMMm&MMNW

eﬂwe*lm&hemmwgnmdaﬁef}dyk}%Anammmt
equal to 85% of all moneys credited to the state ganing revenues fund
shall be tran<ferred and credited to the state economic development in-
itiatives fund Fxpenditures from the state economic development initia-
tives fund shall be made in accordance with appropriations acts for the
financing of such programs supporting and enhancing the existing eco-
nomic foundation of the state and fostering growth through the expansion
of current, and the establishment and attraction of new, commercial and
industnal enterprises as provided by this section and as mav be authorized

investment board under K.S.A. 75-4232, and

_amendments thereto

29.
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by law and not less than Y of such money shall be distributed equally
among the congressional districts of the state. Except as provided by sub-
section (g). all moneys credited to the state economic development ini-
tatives fund shall be credited within the fund, as provided by law, to an
account or accounts of the fund which are created by this section

(b} There is herchy created the Kansas capital formation account in
the state economic development initiatives fund. All moneys credited to
the Kansas capital formation account shall be used to provide, encourage
and implement capital development and formation in Kansas.

(c) There is hereby created the Kansas economic development re-
search and development account in the state economic development in-
itiatives fund All moneys credited to the Kansas economic development
research and development account shall be useed to promote, encourage
and implement rescarch and development proyrams and activities in Kan-
sas and technical assistance tunded through state educational institutions
under the supervision and control of the state board of regents or other
Kansas colleges and universities.

(et There is herebn created the Kansas econonnc dt'\‘clnpnn-nt en-
dowment account in the state economic development initiatives fund All
monevs credited to the Kansas economic development endowtneat ac-
connt shall be acenmalited and invested as provded in this section to
pmn(h- an ongoing source of funds which shall be used for economic
development activities in Kansas. including but not hmited to continuing
appropnations or demand transfers for programs and projects which shall
include. but are not himited to_specific community infrastructure projects
in Kansas that stimulate economic growth

ter Facept as prmidrd in subsection (), the

3o

N
4173/%
|

/

mnay invest d reinvest monevs credited to the state eco-

nonne development mitiatives fund lanegm-mm of the United Stutes of

state treasurer

AMWRﬂMQJMW!MWMMMMW
by the lJtMMMAMMhM%—MWMh
WMMMMMMMJ&&NMMHM
Amﬁengwem@nﬁﬂfk%&bﬁﬂ%dﬁﬁd«m&aﬁﬂhn&mashenkm
wath & primery government seenrities dealer whieh reports to the market
reports dmasion of the loderal reserve bank of New York for dircet obh-
gﬂkm«d;m&#&gﬂmdm&minsufedasmmpdaﬂdmbﬁ
the linited States gavernment of any ageney thereof the pooled money
investment portfolio. All imoneys received as interest eamed by the in-
vestment of the moneys credited to the state economic development in-
itiatives fund shall be deposited in the state treasury and credited to the
Kansas economic development endowment account of such fund

T e s B R

RN

\\\\accordance with investment policies established
by the pooled money investment board under
K.S.A. 75-4232, and amendments thereto, in

|
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ment account of the state economic development initiatives fund may be

invested in government guzranteed Joans and debentures as provided by : ’

law in addition to the investments authorized by subsection (e) or in lieu
of such investments. All moneys received as interest eamed by the in-
vestment under this subsection of the moneys credited to the Kansas
economic development endowment account shall be deposited in the

state treasury and credited to the Kansas economic development endow-

ment account of the state economic development initiatives fund.
(g) In each fiscal year, the director of accounts and reports shall make
transfers in equal amounts on July 15 and January 15 which in the 'aggm-'

gate equal $2.000.000 from the state economic development initiatives .

fund to the state water plan fund created by KS.A. 822-951. and amend-

meats thereto. No other moneys credited to the state economic devel-
opment initiatives fund shall be used for: (1) Water-related projects or

programs, or related technical assistance: or (2) any other projects or
programs, or related technical assistance. which meet one or more of the
long-range goals_ objectives and considerations set forth in the state water

/——“30.
[12-3724,

resource planning agt
Soc AT KS A 1403306 441215622 T5-AZH, 154270, 75474

2ol 76818 and K S A 1995 Supp 12-1677a. 12-1671c. fiz-1677¢) 40-
3403, 75-4201. 75-4202, 75-4209, 75-4212a, 754213, 754218, 754220,
75.4221a, 75-4222. 75-4228, 754232 and 79-4804 are hereby mpcaled

e, 4

r————d
|68-2321, 68-2324,

———

[75-4253,

Sec. [B5 This act <hall take effect\and be in force from and after its
publication in tth'_ .

B

75-4262, 75-4263

.

'Kansas register
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- INSERT A

(e) For moneys in funds designated in this subsection which
are not invested in the municipal investment pool fund, the
pooled money investment board shall prescribe by written policy
for the crediting of interest to be paid on balances of such
funds that are in the pooled money investment portfolio. At a
minimum, the interest rate credited shall be equal to the lowest
rate paid on investment options in the municipal investment pool
fund. This subsection shall apply to the state highway fund and
bond funds of state agencies and authorities.

HH
2/a1/7¢
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INSERT B

New Sec. 2. (a) The administrative fee authorized by section
1 shall be credited to the pooled money investment portfolio fee
fund, which is hereby created.

(b) The state treasurer may deduct from the pooled money
investment portfolio fee fund amounts to pay expenses incurred in
the administration of the pooled money investment portfolio. All
expenditures from such fee fund for reimbursement of
administrative expenses shall be made 1in accordance with
appropriation acts pursuant to vouchers of the state treasurer.
The state treasurer shall certify, periodically, the amount in
the pooled money investment portfolio fee fund not necessary for
reimbursement of administrative expenses and the director of
accounts and reports shall transfer and credit the amount
certified in accordance with the provisions of subsection (c).

(c) The total amount transferred pursuant to subsection (b)
shall be credited to the municipal investment pool fund until an
amount equal to the net losses in such fund as of July 1, 1996,
have been credited to such fund, thereafter, the total amount
transferred pursuant to subsection (b), shall be credited to the
state general fund.

New Sec. 3. On and after the effective date of this act,
whenever in the 1law it 1is provided that the pooled money
investment board may or shall invest or invest and reinvest
moneys of the state or any state agency or municipality, or words
of like effect, the same shall mean that the state treasurer may
or shall invest or invest and reinvest moneys of the state or
such state agency or municipality in accordance with investment
policies established by the pooled money investment board under
K.S.A. 75-4232, and amendments thereto.

G+

2

2146
1-39



Sec. 5. K.S.A. 12-3724 is hereby amended to read as follows:
12-3724. (a) The peeoied-money-investment-—beoard state treasurer
may invest and reinvest moneys in the self-insurance reserve fund
in accordance with investment policies established by the pooled
money investment board under K.S.A. 75-4232, and amendments
thereto, in oblligations of the United States of America or
obligations the principal and interest of which are guaranteed by
the United States of America or in interest-bearing time deposits
in any commercial bank located in Kansas, or, if the board
determines that it is impossible to deposit such moneys in such
time deposits, in repurchase agreements of less than 30 days'
duration with a Kansas bank 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.

(b) For the purposes of this act the board may accept funds,
public or private, from any person, firm, corporation or from any
state agency or other public instrumentality, or from the federal
government or any department or agency thereof.

(c) All moneys in the self-insurance reserve fund, or
payable to such fund, are hereby specifically exempt from any and
all taxes authorized by law to be levied or collected, whether
sales, income, ad valorem, premium or by whatever name described.




Sec. 10. K.S.A. 68-2321 1is hereby amended to read as
follows: 68-2321., (a) Bonds issued shall be authorized by
resolution of the secretary. The secretary shall determine the
form and manner of the execution of the bonds and the bonds may
be made exchangeable for bonds of another denomination or in
another form. The bonds shall be dated and shall mature not more
than 20 years from their date. The bonds may be in such form and
denominations, may bear interest payable at such times and at
such rate or rates, may be payable at such places within or
without the state, may be subject to such terms of redemption in
advance of maturity at such prices, and may contain such terms
and conditions, all as the secretary shall determine. The bonds
shall have all the qualities of and shall be deemed to be
negotiable instruments under the laws of the state of Kansas. The
authorizing resolution may contain any other terms, covenants and
conditions that the secretary deems reasonable and desirable.

(b) The proceeds from the sale of the bonds authorized to be
issued under this section are deemed to be trust funds which
shall be deposited in the custody of the state treasurer in the
highway bond proceeds fund which is hereby created. The secretary
shall have responsibility for the management and control of the
highway bond proceeds fund and shall provide, by resolution, for
both amounts and the duration of investments of moneys in such
fund. Such resolution may recommend investment and reporting
policies, 4including acceptable 1levels of return, risk and
security. After consultation with the secretary and subject to
the terms, covenants and conditions provided in the resolutions
providing €for the 1issuance of such bonds, the pooied-money
investment-board state treasurer shall have the authority to
invest and reinvest moneys 1in such fund in accordance with
investment policies established by the pooled money investment
board under K.S.A. 75-4232, and amendments thereto, and to
acquire, retain, manage, including the exercise of any voting
rights, and dispose of investments of such fund. In investing or
reinvesting moneys in such fund, there shall be exercised the
judgment and care under the circumstances then prevailing which
persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not in regard to speculation but
in regard to the permanent disposition of their £funds,
considering the probable income as well as the probable safety of
their capital, except that moneys of the fund may not be invested
in common stocks. Notwithstanding anything to the contrary, all
interest or other income of the investments, after payment of any
management fees, of the highway bond proceeds fund shall be
credited to the highway bond debt service fund, until payments on
bonds authorized by this act and interest thereon has been fully
funded. Thereafter, earnings and other income shall be credited
to the state highway fund.

(c) The authorizing resolution may provide for the execution
of a trust indenture. The trust indenture may contain any terms,
covenants and conditions that are deemed desirable by the
secretary, including, without limitation, those pertaining to the
maintenance of various funds and reserves, the nature and extent
of any security for payment of the bonds, the custody and
application of the proceeds of the bonds, the collection and
disposition of bond proceeds and earnings thereon, the investing
for authorized purposes, and the rights, duties and obligations

1
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alalfat
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‘of the secretary and the holders and registered owners of the

bonds.

(d) Any authorizing resolution and trust indenture relating
to the issuance and security of the bonds may set forth
covenants, agreements and obligations therein, which may be
enforced by mandamus or other appropriate proceeding at law or in
equity.

(e) The bonds may be issued under the provisions of this act
without obtaining the consent of any department, division,
commission, board, bureau or agency of the state and without any
other proceedings or the happening of any other conditions or
things than those proceedings, conditions or things which are
specifically required by this act.

Sec. 11. K.S.A. 68-2324 is hereby amended to read as
follows: 68-2324. Subject to appropriations acts, the secretary
shall have responsibility for the management of the state highway
fund and shall provide, by resolution, for amounts and duration
of investments and reinvestments of moneys in such fund. The
resolution may recommend investment and reporting policies,
including acceptable levels of return, risk and security. After
consultation with the secretary, the pooted-money-investment
beard state treasurer shall have the authority to invest and
reinvest moneys in accordance with policies established by the
pooled money investment board under K.S.A. 75-4232, and
amendments thereto, in such fund and to acquire, retain, manage,
including the exercise of any voting rights, and dispose of
investments of such fund. In investing or reinvesting moneys in
such fund, there shall be exercised the judgment and care under
the circumstances then prevailing which persons of prudence,
discretion and intelligence exercise in the management of their
own affairs, not in regard to speculation but in regard to the
permanent disposition of their funds, considering the probable
income as well as the probable safety of their capital, except
that moneys in such fund may not be invested in common stock.

Notwithstanding anything to the contrary, all interest or
other income of the investments, after payment of any management
fees, shall be considered income of the state highway fund.

H

alal

*H
|-

/96

'



Sec. 24. K.S.A. 75-4253 is hereby amended to read as
follows: 75-4253. Whenever any state agency or authority has
issued any bonds in connection with which there exists surplus
proceeds or surplus reserves, the pooted-money-investment-board
state treasurer shall have management responsibility to invest
the same as required by this act, unless the applicable bond
statute, trust agreement, indenture or resolution requires a
different management responsibility, in which case the person or
agency so specified to have such management responsibility shall

invest such surplus proceeds or surplus reserves as provided in
this act.




Sec. 26. K.S.A. 1995 Supp. 75-4262 is hereby amended to read
as follows: 75-4262. (a) State agencies having statutorily
authorized 1loans from the pooled money investment board are
hereby authorized to undertake projects to convert such loans to
bond financing in accordance with this section.

(b) No bonds shall be issued for any such project unless:
(1) The secretary of administration has determined that it is in
the financial best interests of the state; (2) the bonds are sold
at public sale; (3) bond counsel provides an opinion that the
interest on the bonds is excluded from gross income for federal
income tax purposes; and (4) such project has been approved by
the secretary of administration. Upon approval by the secretary
of administration, any such project is hereby approved for the
purposes of subsection (b) of K.S.A. 74-8905, and amendments
thereto.

(c) The peoied--money--investment——-board state treasurer is
hereby authorized to invest the proceeds of loans repaid pursuant
to this section, and interest earnings thereon, in: (1) United
States government obligations with maturities no longer than the
date the loan from the board was to be repaid; or (2) investments
with banks operating in Kansas, at interest rates at or above the
average yield that investments in United States securities would
earn for similar maturities.

Sec. 27. K.S.A. 1995 Supp. 75-4263 is hereby amended to read
as follows: 75-4263. (a) Except as provided in subsection (b),
moneys of a state agency or public instrumentality of this state
which may be invested by the pooted-money-investment-board state

treasurer in accordance with investment policies established by

the pooled money investment board under K.S.A. 75-4232, and

amendments thereto, expressly for such agency or instrumentality,
or invested directly by the agency or instrumentality, may be
invested in the municipal investment pool fund established in
K.S.A. 1995 Supp. 12-1677a and amendments thereto. Such agency
or instrumentality shall be treated as a municipality £for
purposes of participation in such fund.

(b) On and after July 1, 1996, state moneys eligible for
investment under paragraph (2) of subsection (a) of K.S.A.
75-4209, and amendments thereto, shall not be invested in the
municipal investment pool fund.
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STATE OF KANSAS

Sally Thompson

TREASURER

900 JACKSON, SUITE 201 TELEPHONE
TOPEKA, KANSAS 66612-1235 (913) 296-3171

February 20, 1996

To:  Senator Dick Bond, Chairman
Senate Financial Institutions and Insurance Committee

From:/%gly Thompson
L

Based on the recommendation of our investment advisor, Marty Margolis, with Public Financial
Management in correspondence dated 1/22/96, we propose the following amendment to the
language in 75-4209 regarding the new investment instruments:

(H) No more than fifty percent of the pooled money investment portfolio may be invested,
collectively, in instruments authorized in subparagraphs (E), (F) and (G) of paragraph (2) of
subsection (a), and no more than five percent of the pooled money investment portfolio shall be
invested in the securities of a single issuer of such instruments.

Mr. Margolis estimates that, with a combined portfolio of $1.5 billion, an additional $630,000 to
$1,220,000 could be earned annually.
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General Investment Type Risk Scale
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Source: A Public Investor's Guide to Money Market Instruments, Second Edition,
Edited by M. Corinne Larson, published by Government Finance Officers Association, 1994
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In addition to other rules and regulations the board may adopt, the board shall, by rules
and regulations, establish an overall percentage limitation on the investment of moneys in
bankers acceptances, commercial paper, and negotiable certificates of deposits and, within each
type of investment, the board shall establish a percentage limitation on the investment in any
single financial institution or business entity.
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