PRI OR PRI NTER S NOS. 1329, 2539 PRINTER S NO. 2675

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1194 55

| NTRODUCED BY LEVI, SIRI ANNI, DeMEDI O, FRYER AND
A. C. FOSTER, JR, APRIL 21, 1981

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
DECEMBER 14, 1981
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AN ACT
Amendi ng the act of July 28, 1953 (P.L.723, No.230), entitled,
as anmended, "An act relating to counties of the second cl ass
and second cl ass A, anendi ng, revising, consolidating and
changing the laws relating thereto,” further providing for
i nvest nent of funds.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Section 1963, act of July 28, 1953 (P.L.723,
No. 230), known as the "Second O ass County Code," is anended.
Section 1963. Designation and Qualification of
Depositories.--At said neeting or at any subsequent neeting
agreed upon, said board shall designate the depositories and the
rate of interest to be paid by themto the county.
Depositories so designated shall, upon receipt of notice of
their selection as a depository of county funds, furnish
collateral to secure paynent of deposits and interest to the

county by depositing in escrow securities to be approved by the

board. Such securities shall be of the kind and in the anount to
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be fixed by the board. Substitution of such securities may be
made with the approval of the board in each case. The board may
designate a branch bank of the Federal Reserve Bank of the
district, located within the county, as escrow agent for the
keepi ng of securities and to perform such functions as the board
may prescribe.

The county treasurer, upon the designation of such depository
or depositories, shall imediately transfer thereto all county

funds to be deposited, and shall thereafter keep such deposits

solely in such depository or depositories, in the nane of the
county.

Section 2. Section 1964 of the act, added Novenber 5, 1971
(P.L.516, No.124), is anended to read:

Section 1964. |Investnent of Mneys.--(a) The county

treasurer shall have the power, subject to subsection (b) and

the hereinafter stated conditions and limtations, to invest and
rei nvest the noneys of the general fund and special funds as
shall have accunul ated beyond the ordi nary needs of said various
funds[, and which are not authorized by law to be invested by
any board, conmmi ssion or county officer, in the follow ng type

i nvest ment s:

(1) In any and all obligations of the United States, of this
Commonweal th, or of any nunicipality or other political
subdi vi sion of this Commonweal th, registered or otherwi se as to
principal and interest.

(2) Savings accounts or share accounts of institutions
i nsured by the Federal Deposit Insurance Corporation or the
Federal Savings and Loan I nsurance Corporation to the extent
t hat such accounts are so insured.

(3) In one or nore banks or bank and trust conpanies in one
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or nore special accounts, and each of such special accounts to
the extent the sane is not insured shall be continuously secured
by a pl edge of direct obligations of the United States of
America or of the Comonweal th or of any of its political
subdi vi si ons havi ng an aggregate market val ue, excl usive of
accrued interest, at all tines at |east equal to the bal ance on
deposit in such account.

(b) As used herein "comrercial paper” shall nmean unsecured
prom ssory notes issued at a discount from par by any
i ndustrial, common carrier, public utility or finance conpany
and "prinme commercial paper" shall nmean notes issued by
corporations whose credit has been approved by the National
Credit Ofice, Incorporated, New York, or its successor. The
treasurer shall have obtained the following prior to any
comm tnment to purchase conmercial paper

(1) A certification or other evidence that such comrerci al
paper is rated prine by the National Credit Ofice,

I ncor por at ed;

(2) A certification or other evidence that the paper
proposed to be delivered is not subordinate to any other debt of
t he issuer;

(3) Acertificate or other evidence that there is no
litigation pending or threatened affecting said paper;

(4) A certificate or other evidence that the issuer is not
in default as to the paynment of principal and interest upon any
of its outstanding obligations; and

(5) A certificate or other evidence that the issuer was
incorporated within the United States, is transacting business
within the United States, and has assets of one billion dollars

(%1, 000, 000, 000) or nore, or is a wholly owned subsidiary of a
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Pennsyl vani a corporation having assets of one billion dollars
($1, 000, 000, 000) or nore.

(c) A Board of Investnent is hereby created. Said board
shall be conposed of three nmenbers, to wit: the treasurer, who
shall act as chairman of the board; the chairman of the county
conmi ssioners; and the controller. The treasurer shall not, at
any tinme, have invested in prime commercial paper nore than an
aggregate of such total sumas the board shall have prescribed.
Two nenbers of the board shall be sufficient for a quorum
provi ded reasonabl e notice of the neeting has been given to al
board nenbers.

(d) Al income earned on any of the aforesaid investnents
shall inure to the benefit of the county and shall be placed in

the general fund.] consistent with sound busi ness practice.

(b) A Board of Investnent is hereby created. Said board

shal|l be conposed of three nmenbers, to wit: the treasurer, who

shall act as a chairman of the board; the chairnman of the county

commi ssioners; and the controller. The board shall provide for

an i nvestnent program including tenporary investnments, subject

to restrictions contained in this act, and in any other

applicable statute and any rul es and requl ati ons adopted by the

board. County boards, conmi ssions or other county officers

aut hori zed to make i nvestnents under subsection (a) shall make

i nvestnents in conformty wth the board's i nvest nent program

(c) Authorized types of investnents for county funds shal

be:

(1) United States Treasury bills.

(2) Short-termobligations of the United States Gover nnent

or its agencies or instrunentalities.

(3) Deposits in savings accounts or tine deposits, other
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than certificates of deposit, or share accounts of institutions

organizedand existingunderthetlaws—of HAVI NG THEI R PRI NCl PAL <—
PLACE OF BUSI NESS IN the Commpnweal th and i nsured by the Feder al

Deposit | nsurance Corporation or the Federal Savi ngs and Loan

| nsur ance Corporation or the National Credit Uni on Share

| nsurance Fund or the Pennsyl vani a Deposit | nsurance Corporation

or the Pennsyl vani a Savi ngs Associ ati on | nsurance Corporation to

the extent that such accounts are so i nsured, and, for any

anounts above the i nsured maxi num provi ded that approved

collateral as provided by | aw therefore shall be pl edged by the

deposi tory.

(4) Obligations of the United States of Anerica or any of

its agencies or instrunentalities backed by the full faith and

credit of the United States of America, the Conmonweal t h of

Pennsyl vania or any of its agencies or instrunentalities backed

by the full faith and credit of the Commonweal th, or of any

political subdivision of the Commpbnweal th of Pennsyl vani a or any

of its agencies or instrunentalities backed by the full faith

and credit of the political subdivision.

(5) Shares of an investnent conpany reqi stered under the

| nvest nent Conpany Act of 1940, whose shares are registered

under the Securities Act of 1933, provided that the only

i nvestnents of that conpany are in the authori zed i nvestnents

for county funds listed in clauses (1) through (4).

(6) Certificates of deposit purchased frominstitutions

organizedand existingunderthetlaws—of HAVI NG THEI R PRI NCl PAL <—
PLACE OF BUSI NESS IN the Commpnweal th and i nsured by the Feder al

Deposit | nsurance Corporation or the Federal Savi ngs and Loan

| nsur ance Corporation or the National Credit Uni on Share

| nsurance Fund or the Pennsyl vani a Deposit | nsurance Corporation
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or the Pennsyl vani a Savi ngs Associ ati on | nsurance Corporation to

the extent that such accounts are so i nsured, however, for any

anounts above the i nsured maxi num such certificates of deposit

need not be collateralized. Certificates of deposit purchased

fromcomrerci al banks shall be linited to an anount equal to

twenty per centum of a bank's total capital and surpl us.

Certificates of deposit purchased from savi ngs and | oan

associ ati ons or savi ngs banks shall be limted to an anpunt

equal to twenty per centumof an institutions assets ninus

liabilities.

(7) Any investnent authorized by 20 Pa.C. S. Chapter 73

(relating to fiduciaries investnents) shall be an authori zed

i nvestnent for any pension or retirenent fund.

(8) "Commercial paper" and "prine commerci al paper" as

provided for in subsection (d).

(d) As used herein "commercial paper" shall nean unsecured

prom ssory notes i ssued at a di scount from par by any

i ndustrial, conmmon carrier, public utility or finance conpany

and "prine comerci al paper" shall nean notes issued by

corporati ons whose credit has been approved by the Nati onal

Credit Ofice, Incorporated, New York, or its successor. The

treasurer shall have obtained the foll owing prior to any

commi tnent to purchase conmerci al paper

(1) A certification or other evidence that such conmerci al

paper is rated prinme by the National Credit Ofi ce,

| ncor por at ed.

(2) A certification or other evidence that the paper

proposed to be delivered is not subordinate to any ot her debt of

the i ssuer.

(3) A certificate or other evidence that there i s no
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litigati on pending or threatened affecti ng sai d paper.

(4) A certificate or other evidence that the i ssuer i s not

in default as to the paynent of principal and i nterest upon any

of its outstandi ng obligations.

(5) A certificate or other evidence that the i ssuer was

i ncorporated within the United States, is transacti ng busi ness

within the United States, and has assets of one billion dollars

($1, 000, 000, 000) or nore, or is a wholly owned subsidiary of a

Pennsyl vani a corporati on havi ng assets of one billion dollars

($1, 000, 000, 000) or nore.

(6) The treasurer shall not, at any tine, have invested in

pri ne connerci al paper nore than an agqgreqgate of such total sum

as the board shall have prescri bed.

(e) In nmaking i nvestnents of county funds, the county

treasurer (or other elected officials when authorized as

provided in subsection (a)) shall have authority:

(1) To permt assets pledged as coll ateral under subsection

(c)(3), to be pooled in accordance with the act of August 6,

1971 (P.L.281, No.72), entitled "An act standardi zi ng t he

procedures for pledges of assets to secure deposits of public

funds with banking instituti ons pursuant to other | aws;

establishing a standard rule for the types, anmounts and

val uati ons of assets eligible to be used as coll ateral for

deposits of public funds; permtti ng assets to be pl edged

agai nst deposits on a pool ed basis; and authorizing the

appoi nt nent of custodi ans to act as pl edgees of assets,"

relating to pl edges of assets to secure deposits of public

(2) To conbi ne noneys fromnore than one fund under county

control for the purchase of a single investnent, provided that
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each of the funds conbi ned for the purpose shall be accounted

for separately in all respects and that the earnings fromthe

i nvestnent are separately and individually conputed and

recorded, and credited to the accounts from which the investnent

was pur chased.

(3) To join with one or nore other political subdivisions

and nuni ci pal authorities in accordance with the act of July 12,

1972 (P.L.762, No.180), entitled "An act relating to

i nt ergovernnental cooperation,"” in the purchase of a single

i nvestnent, provided that the requirenents of clause (2) on

separate accounting of individual funds and separate

conputation, recording and crediting of the earni ngs therefrom

are adhered to.

(f) Al incone earned on any of the aforesaid i nvestnents

shall inure to the benefit of the county and shall be placed in

t he general fund.

Section 3. Section 1994 of the act is repeal ed.

Section 4. Section 1995 of the act is amended to read:
Section 1995. [Deposits of Mney Received; Interest.--All
noneys received by the comm ssion at any tinme shall inmediately
be deposited in one or nore banks or banking institutions which
are now or hereafter shall be designated as county depositories.

The rate of interest to be paid by depositories to the

comm ssion shall be the highest rate obtainable, calculated on
dai |l y bal ances. The comm ssion may reinvest said interest with
the other inconme fromthe bonds in their possession.] |nvestnent

of Si nki ng Fund Moneys. --The comm ssi on shall have power to nmake

i nvestnent of county sinking funds as authori zed by the act of

July 12, 1972 (P.L.781, No.185), known as the "Local Gover nnent

Unit Debt Act": and |iquidate any such investnent, in whole or
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in part, by disposing of securities or wi thdrawi ng funds on

deposit. Any action taken to make or to |liquidate any i nvestnent

1
2
3 shall be made by the conm ssi on.
4

Section 5. This act shall take effect in 60 days.
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