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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 519 =55~

| NTRODUCED BY HI CKERNELL, DENLI NGER, BOYD, CALTAG RONE, CLYMER
CUTLER, DALLY, CEIST, KILLION, KORTZ, MENSCH, ROSS, SAYLOR,
SCAVELLO, STERN, TRUE, HORNAVAN AND G BBONS, MARCH 6, 2007

REFERRED TO COW TTEE ON LOCAL GOVERNMENT, MARCH 6, 2007
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AN ACT
Amendi ng the act of February 1, 1966 (1965 P.L. 1656, No.581),
entitled "An act concerni ng boroughs, and revising, anmending
and consolidating the law relating to boroughs,” further
provi ding for investnent of borough funds.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 1316 of the act of February 1, 1966 (1965
P.L. 1656, No.581), known as The Borough Code, added Novenber 2,
1979 (P.L.458, No.94) and anended Decenber 13, 1982 (P.L.1145,
No. 261), is anended to read:

Section 1316. Investnent of Funds.--(a) Council shall
i nvest borough funds consistent with sound business practi ce.

(b) Council shall provide for an investnent program subject
to restrictions contained in this act and in any other
appl i cable statute and any rul es and regul ati ons adopted by
counci | .

(c) Authorized types of investnents for borough funds shal

be:



(1) United States Treasury bills.

(i1i) Short-termobligations of the United States Governnent
or its agencies or instrunentalities.

(ii1) Deposits in savings accounts or tinme deposits, other
than certificates of deposit, or share accounts of institutions
i nsured by the Federal Deposit Insurance Corporation or the
Federal Savings and Loan | nsurance Corporation or the National
Credit Union Share Insurance Fund or the Pennsyl vani a Deposit
I nsurance Corporation or the Pennsylvania Savi ngs Associ ati on
I nsurance Corporation to the extent that such accounts are so
i nsured, and, for any anmounts above the insured maxi mum
provi ded that approved collateral as provided by |aw therefore
shall be pl edged by the depository.

(iv) oligations of the United States of America or any of
its agencies or instrunentalities backed by the full faith and
credit of the United States of Anerica, the Comonweal th of
Pennsyl vania or any of its agencies or instrunentalities backed
by the full faith and credit of the Conmonweal th, or of any
political subdivision of the Conmonweal th of Pennsyl vania or any
of its agencies or instrunentalities backed by the full faith
and credit of the political subdivision.

(v) Shares of an investnent conpany registered under the
I nvest mnent Conpany Act of 1940, whose shares are registered
under the Securities Act of 1933, provided that the only
i nvestnments of that conpany are in the authorized investnents
for borough funds listed in (i) through (iv).

(vi) Certificates of deposit purchased frominstitutions
i nsured by the Federal Deposit Insurance Corporation or the
Federal Savings and Loan | nsurance Corporation or the National

Credit Union Share Insurance Fund or the Pennsyl vani a Deposit
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I nsurance Corporation or the Pennsylvania Savi ngs Associ ati on
I nsurance Corporation to the extent that such accounts are so
i nsured. However, for any anounts above the insured maxi mum
such certificates of deposit shall be collateralized by a pl edge
or assignment of assets of the institution, and such coll ateral
may i nclude loans (including interest in pools of |oans) secured
by first nortgage liens on real property. Certificates of
deposit purchased from conmercial banks shall be limted to an
anount equal to twenty percent of a bank's total capital and
surplus. Certificates of deposit purchased from savings and | oan
associ ations or savings banks shall be limted to an anount
equal to twenty percent of an institution' s assets m nus
liabilities.

(vii) Any investnent authorized by 20 Pa.C.S. Ch. 73
(relating to fiduciaries investnents) shall be an authorized
i nvestnment for any pension or retirenent fund.

(viii) Bankers' acceptances issued by donestic banks to

secure international trade transacti ons, provided that the

bankers' acceptances are gquaranteed by the full faith and credit

of the donestic bank and the United States of Anerica i nporter.

(i x) Conmmercial paper and prine commerci al paper as defined

in subsection (e), provided that the treasurer shall not, at any

time, have invested in prinme commerci al paper nore than an

agqgregate of such total sumas the council shall have

prescri bed.

(d) I'n making investnments of borough funds, council shal
have aut hority:

(i) To permt assets pledged as coll ateral under subsection
(c)(iii), to be pooled in accordance with the act of August 6,

1971 (P.L.281, No.72), entitled "An act standardi zing the
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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 pledges of assets to secure deposits of public
funds.

(i1i) To conbine noneys fromnore than one fund under borough
control for the purchase of a single investnent, provided that
each of the funds combi ned for the purpose shall be accounted
for separately in all respects and that the earnings fromthe
i nvestnment are separately and individually conputed and
recorded, and credited to the accounts from which the investnent
was pur chased.

(tiit) To join with one or nore other political subdivisions
and rmunici 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,”] 53 Pa.C.S. Ch. 23 Subch. A

(relating to intergovernnental cooperation) in the purchase of a

single investnment, provided that the requirenments of subcl ause
(1i) on separate accounting of individual funds and separate
conmput ation, recording and crediting of the earnings therefrom
are adhered to.

(e) As used in this section, "comercial paper" shall nean

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

i ndustrial, conmon carrier, public utility or finance conpany

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

corporati ons whose credit has been approved by a nationally
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recogni zed credit rating service. The treasurer shall have

obtained the following prior to any connmitnent to purchase

commer ci al paper:

(i) A certification or other evidence that the commerci al

paper is rated prinme by a nationally recogni zed credit rating

servi ce.

(ii) A certification or other evidence that the commerci al

paper proposed to be delivered is not subordinate to any other

debt of the issuer.

(iii) A certificate or other evidence that there is no

litigati on pending or threatened affecti ng the commerci al paper.

(iv) A certificate or other evidence that the issuer is not

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

of its outstandi ng obligations.

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

i ncorporated within the United States of Anerica, is transacting

busi ness within the United States of Anerica, and has assets of

one billion dollars ($1, 000, 000,000) or nore, or is a wholly

owned subsi di ary of a Pennsyl vani a corporati on havi ng assets of

one billion dollars ($1, 000, 000, 000) or nore.

Section 2. This act shall take effect in 60 days.
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