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STATE OF NEW YORK

1322
2009- 2010 Regul ar Sessi ons
I N SENATE
January 28, 2009

Introduced by Sen. KRUGER -- read twi ce and ordered printed, and when
printed to be conmmitted to the Conmittee on Finance

AN ACT to anend the state finance | aw and the general nunicipal law, in
relation to the adoption by the state conptroller of investnent guide-
lines to be dissenm nated to | ocal governnent entities

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Section 8 of the state finance law is anmended by adding a
new subdi vision 21 to read as foll ows:

21. A ADOPT RULES AND REGULATI ONS NOT LATER THAN APRIL FIRST I N THE
YEAR NEXT SUCCEEDI NG THE YEAR IN WHICH THIS SUBDI VI SION TAKES EFFECT,
W TH RESPECT TO COMPREHENSI VE | NVESTMENT GUI DELI NES AND PROCEDURES WHI CH
SHALL | NCLUDE THE | NVESTI NG, MONI TORI NG AND REPORTI NG OF FUNDS OF EACH
LOCAL GOVERNMENT ENTI TY. FOR PURPOSES OF THI' S SECTI ON, "LOCAL GOVERNVENT
ENTITY" SHALL |INCLUDE COUNTIES, CTIES, TOMS, VI LLAGES, SCHOOL
DI STRICTS | NCLUDING BOARDS OF COOPERATIVE EDUCATI ONAL SERVI CES AND
DI STRI CT CORPORATI ONS, W THIN THE MEANING OF THAT TERM AS SET OQUT |IN
SUBDI VI SION  THREE OF SECTI ON SI XTY-SI X OF THE GENERAL CONSTRUCTI ON LAW
OR ANY OTHER GOVERNVMENT SUBDI VI SI ON OF THE STATE. SUCH | NVESTMENT GUI DE-
LI NES AND PROCEDURES SHALL BE REVI EWVED BY THE COVPTROLLER AT LEAST ANNU
ALLY.

B. FUNDS OF THE LOCAL GOVERNMENT ENTI TY, FOR PURPOSES OF THI S SUBDI VI -
SI ON, SHALL CONSI ST OF ALL MONEYS AND OTHER FI NANCI AL RESOURCES AVAI L-
ABLE FOR | NVESTMENT BY SUCH ENTITY ON I TS OAN BEHALF OR ON BEHALF OF ANY
OTHER LOCAL GOVERNMENT ENTI TY.

C. SUCH | NVESTMENT GUI DELI NES AND PROCEDURES SHALL | NCLUDE, BUT NOT BE
LIM TED TO THE FOLLOW NG

(1) A DETAILED LI ST OF THE PERM TTED | NVESTMENTS OF THE LOCAL GOVERN-
MENT ENTITY, WH CH SHALL BE CONSI STENT WTH THE APPROPRI ATE PROVI SI ONS
OF LAW RELATI NG TO THE APPLI CABLE LOCAL GOVERNMENT ENTI TY.

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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(2) PROCEDURES AND PROVISIONS TO FULLY SECURE THE LOCAL GOVERNMENT
ENTI TY' S FI NANCI AL | NTEREST I N | NVESTMENTS.

(3) A REQUI REMENT THAT THE LOCAL GOVERNMENT ENTI TY ENTER | NTO WRI TTEN
CONTRACTS PURSUANT TO VWHI CH | NVESTMENTS ARE MADE. SUCH CONTRACTS SHALL
I NCLUDE, BUT NOT NECESSARI LY BE LIM TED TO PROVI SI ONS:

(1) DEEMED NECESSARY AND SUFFI CI ENT TO SECURE | N A SATI SFACTORY MANNER
THE LOCAL GOVERNMENT ENTI TY' S FI NANCI AL | NTEREST | N EACH | NVESTMENT;

(I'l) COVERI NG THE USE, TYPE AND AMOUNT OF COLLATERAL OR | NSURANCE FOR
EACH | NVESTMENT AND ESTABLI SHI NG THE CONDI TI ONS, | F ANY, UPON WVH CH THE
SUBSTI TUTION OF TYPES OR AMOUNTS OF COLLATERAL MAY BE MADE FOR EACH
I NVESTMENT,;

(1'11) ESTABLI SHI NG A METHOD FOR VALUATI ON OF COLLATERAL, AND PRCCE-
DURES FOR MONI TORI NG AND ADJUSTI NG WHEN NECESSARY THE VALUATI ON OF SUCH
COLLATERAL ON A REGULAR BASI S;

(1'V) REQUI RI NG THAT THE OBLI GATI ONS BE DELI VERED TO THE LOCAL GOVERN-
MENT ENTITY OR TO THE LOCAL GOVERNMENT ENTITY'S ACCOUNT AT A BANK OR
TRUST COVPANY W TH WHI CH THE LOCAL GOVERNMENT ENTITY HAS EXECUTED A
VWRI TTEN CONTRACT FOR THE CUSTODY OF OBLI GATI ONS AND COLLATERAL. I N THE
CASE OF OBLI GATIONS OF THE TYPE THE OWMERSH P O VWHICH 1S RECORDED
THROUGH A BOOK ENTRY NMAI NTAI NED BY THE FEDERAL RESERVE SYSTEM DELI VERY
OF SUCH OBLI GATI ONS SHALL BE MADE BY TRANSFER THROUGH THE FEDERAL
RESERVE SYSTEM S " BOOK- ENTRY SYSTEM' TO THE BANK OR TRUST COMPANY TO AN
ACCOUNT DESI GNATED BY THE LOCAL GOVERNMENT ENTITY. SUCH BANK OR TRUST
COMPANY SHALL NOT BE AN AGENT OF THE PARTY W TH WHOM THE LOCAL GOVERN-
MENT ENTI TY ENTERS | NTO SUCH | NVESTMENT CONTRACT TO PURCHASE SUCH OBLI -
GATI ONS;

(V) REQUI RI NG THAT OBLI GATI ONS ARE NOT SUBJECT TO ANY LI EN OR SECURI TY
| NTEREST.

(4) PROCEDURES FOR THE MONI TORI NG CONTROL, DEPOSI T AND RETENTI ON OF
I NVESTMENTS AND COLLATERAL.

(5) A REQUI REMENT THAT THE LOCAL GOVERNMENT ENTITY ENTER I NTO WRI TTEN
CONTRACTS W TH BANKS OR TRUST COVPANI ES, PURSUANT TO WHI CH OBLI GATI ONS
AND CCLLATERAL ARE HELD BY SUCH BANKS OR TRUST COMPANI ES FOR THE LOCAL
GOVERNMENT  ENTI TY. SUCH CONTRACTS SHALL | NCLUDE, BUT NOT NECESSARI LY BE
LI M TED TO PROVI SI ONS:

(1) ESTABLI SHING A METHOD FOR VALUATI ON OF COLLATERAL, AND PROCEDURES
FOR MONI TORI NG AND ADJUSTI NG WHEN NECESSARY THE VALUATI ON OF SUCH COCLLA-
TERAL ON A REGULAR BASI S;

(1) REQU RING SUCH BANK OR TRUST COVPANY TO CERTI FY TO THE LOCAL
GOVERNMENT ENTI TY THAT SUCH BANK OR TRUST COVMPANY ASSERTS NO RIGHT,
TI TLE OR I NTEREST I N SUCH OBLI GATI ONS;

(I''l') PRESCRIBING THE MANNER IN WHI CH RECEI PT OF THE OBLI GATI ONS BY
THE BANK OR TRUST COMPANY SHALL BE CONFI RVED, AND THE CONDI TI ONS UNDER
VWH CH THE OBLI GATI ONS HELD MAY BE SOLD, PRESENTED FOR PAYMENT, SUBSTI -
TUTED OR RELEASED. EACH SUCH TRANSACTI ON SHALL BE CONFIRMED I N WRI TI NG
TO THE LOCAL GOVERNMENT ENTI TY.

(6) STANDARDS FOR THE DI VERSI FI CATI ON OF | NVESTMENTS, | NCLUDI NG DI VER-
SI FI CATI ON W TH RESPECT TO TYPES OF | NVESTMENTS AND FI RMS W TH VWH CH THE
LOCAL GOVERNMENT ENTI TY TRANSACTS | NVESTMENT BUSI NESS.

(7) STANDARDS FOR THE QUALI FI CATI ON OF | NVESTMENT AGENTS WHI CH TRANS-
ACT BUSI NESS W TH THE LOCAL GOVERNMENT ENTI TY, SUCH AS CRI TERI A COVERI NG
CREDI TWORTHI NESS, EXPERI ENCE, CAPI TALI ZATI ON, SIZE AND ANY OTHER FACTORS
THAT, |IN THE JUDGVENT OF THE COMPTROLLER, MAKE A FI RM CAPABLE AND QUALI -
FI ED TO TRANSACT BUSI NESS W TH THE LOCAL GOVERNMENT ENTI TY.

(8) REQUI REMENTS FOR THE LOCAL GOVERNMENT ENTITY TO REPORT ON ITS
I NVESTMENTS, | NCLUDI NG PROVI SI ONS FOR AN ANNUAL | NDEPENDENT AUDI T OF ALL
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| N\VESTMENTS AND | NVESTMENT PRACTI CES. SUCH REPORTI NG SHALL ALSO | NCLUDE
ANNUAL REPORTS, OR REPORTS COVERI NG SUCH OTHER PERI OD AS MAY BE APPROVED
BY THE COWTROLLER, FROM THE CHI EF FI SCAL OFFI CER OF THE LOCAL GOVERN-

MENT ENTI TY, REGARDI NG THE | NVENTORY OF EXI STI NG | NVESTMVENTS, FI RVS W TH
VH CH | NVESTMENT CONTRACTS WERE MADE, THE | NVESTMENT | NCOVE RECORD FOR
SUCH ENTITY AND A LI ST OF TOTAL FEES, COW SSI ONS OR OTHER CHARGES PAID
TO ANY BANK OR | NVESTMENT AGENT RENDERI NG | NVESTMENT ASSOCI ATED SERVI CES
TO THE ENTITY SINCE THE LAST REPORT. SUCH REPORT AND THE | NDEPENDENT
AUDI T REPORT SHALL BE SUBM TTED TO THE COVWPTROLLER OF THE STATE OF NEW
YORK AND SHALL BE AVAI LABLE TO THE PUBLI C UPON REASONABLE REQUEST THERE-

FOR.

D. THE PROPOSED COWPREHENSI VE | NVESTMENT GUI DELI NES AND PROCEDURES
SHALL BE SUBM TTED BY THE COVPTROLLER TO THE TEMPORARY PRESI DENT OF THE
SENATE, THE SPEAKER OF THE ASSEMBLY, THE CHAI RVAN OF THE SENATE FI NANCE
COW TTEE, THE CHAI RMVAN OF THE ASSEMBLY WAYS AND MEANS COWM TTEE AND THE
DI RECTOR OF THE BUDGET NOT LATER THAN JANUARY FIRST IN THE YEAR NEXT
SUCCEEDI NG THE YEAR I N WHI CH THI' S SUBDI VI SI ON TAKES EFFECT. | N ADDI TI ON,
THE COVMPTROLLER SHALL SUBM T ANNUALLY I N HI' S STATI STI CAL REPORT REQUI RED
BY SECTI ON THI RTY- SEVEN OF THE GENERAL MUNI Cl PAL LAW A SUMMARY OF LOCAL
GOVERNVENT | NVESTMENT PRACTI CES AS DI SCLOSED BY THE | NVESTMENT REPORTS
SUBM TTED TO THE COVPTROLLER PURSUANT TO SUBPARAGRAPH EI GHT OF PARAGRAPH
C OF THI S SUBDI VI SI ON.

SUCH SUMVARY SHALL | NCLUDE TOTAL | NVESTMENT | NCOVE OF LOCAL GOVERNMENT
ENTITIES, AN | NVENTORY OF EXI STI NG LOCAL GOVERNVENT ENTI TY | NVESTMENTS
BY | NVESTMENT TYPE, AND THE TOTAL FEES, COWM SSIONS, OR OTHER CHARGES
PAID TO BANKS OR | NVESTMENT AGENTS RENDERI NG | NVESTMENT ASSOCI ATED
SERVI CES TO LOCAL GOVERNMENT ENTI Tl ES.

S 2. The general rmunicipal |aw is amended by adding a new section 40
to read as foll ows:

S 40. | NVESTMENT GUI DELI NES FOR LOCAL GOVERNMENT ENTI TIES. 1. EACH
LOCAL GOVERNMENT, WHI CH FOR PURPOSES OF THI'S SECTI ON SHALL | NCLUDE COUN-
TIES, CITIES, TOMS, VILLAGES, SCHOOL DI STRICTS |NCLUDING BOARDS OF
COOPERATI VE EDUCATI ONAL  SERVI CES AND DI STRI CT CORPORATI ONS, W THI N THE
MEANI NG OF THAT TERM AS SET OUT IN SUBDIVISION THREE OF SECTION
SI XTY-SI X OF THE GENERAL CONSTRUCTI ON LAW OR ANY OTHER GOVERNMENTAL
SUBDI VI SI ON OF THE STATE, SHALL BY RESOLUTION ADOPT A COVWREHENSI VE
| NVESTMENT POLI CY WHI CH DETAILS THE LOCAL GOVERNVENT ENTI TY' S OPERATI VE
POLI CY AND | NSTRUCTI ONS TO OFFI CERS AND STAFF REGARDI NG THE | NVESTI NG
MONI TORING AND REPORTI NG OF FUNDS OF THE LOCAL GOVERNVENT ENTI TY. SUCH
| N\VESTMENT PCLI CY SHALL BE I N COVPLI ANCE W TH THE COVPREHENSI VE | NVEST-
MENT QGUI DELI NES PROMULGATED BY THE STATE COVWPTROLLER THE | NVESTMENT
POLI CY SHALL BE ADOPTED BY THE LOCAL GOVERNMENT ENTITY BY JANUARY FI RST
IN THE SECOND YEAR NEXT SUCCEEDI NG THE YEAR IN WHI CH THI' S SECTI ON TAKES
EFFECT AND SHALL BE ANNUALLY REVI EWED BY THE LOCAL GOVERNMENT ENTI TY.

2. FUNDS OF THE LOCAL GOVERNMENT ENTI TY, FOR PURPOSES OF THI S SECTI ON,
SHALL CONSI ST OF ALL MONEYS AND OTHER FI NANCI AL RESOURCES AVAI LABLE FOR
| N\VESTMENT BY THE LOCAL GOVERNVENT ENTITY ON I TS OMN BEHALF OR ON BEHALF
OF ANY OTHER ENTI TY OR | NDI VI DUAL.

3. THE |INVESTMENT POLICY ADOPTED BY THE LOCAL GOVERNMENT ENTI TY,
SUBJECT TO THE COWTROLLER S GUI DELINES, SHALL |INCLUDE, BUT NOT BE
LIM TED TO THE FOLLOW NG

(A) A DETAILED LI ST OF THE PERM TTED | NVESTMENTS OF THE LOCAL GOVERN-
MENT ENTITY, WH CH SHALL BE CONSI STENT WTH THE APPROPRI ATE PROVI SI ONS
OF LAW RELATING TO THE LOCAL GOVERNMENT ENTITY AND ANY ADDI Tl ONAL
REQUI REMENTS PURSUANT TO ANY CONTRACT W TH BONDHOLDERS AND NOTEHOLDERS.
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(B) PROCEDURES AND PROVI SIONS TO FULLY SECURE THE LOCAL GOVERNMENT
ENTI TY' S FI NANCI AL | NTEREST I N | NVESTMENTS.

(© A REQU REMENT THAT THE LOCAL GOVERNMENT ENTER | NTO WRI TTEN
CONTRACTS PURSUANT TO VWHI CH | NVESTMENTS ARE MADE. SUCH CONTRACTS SHALL
I NCLUDE, BUT NOT NECESSARI LY BE LIM TED TO PROVI SI ONS:

(1) DEEMED NECESSARY AND SUFFI CI ENT TO SECURE | N A SATI SFACTORY MANNER
THE LOCAL GOVERNMENT ENTI TY' S FI NANCI AL | NTEREST | N EACH | NVESTMENT;

(I'l) COVERI NG THE USE, TYPE AND AMOUNT OF COLLATERAL OR | NSURANCE FOR
EACH | NVESTMENT AND ESTABLI SHI NG THE CONDI TI ONS, | F ANY, UPON WVH CH THE
SUBSTI TUTION OF TYPES OR AMOUNTS OF COLLATERAL MAY BE MADE FOR EACH
I NVESTMENT,;

(1'11) ESTABLI SHI NG A METHOD FOR VALUATI ON OF COLLATERAL, AND PRCCE-
DURES FOR MONI TORI NG AND ADJUSTI NG WHEN NECESSARY THE VALUATI ON OF SUCH
COLLATERAL ON A REGULAR BASI S;

(1'V) REQUI RI NG THAT THE OBLI GATI ONS BE DELI VERED TO THE LOCAL GOVERN-
MENT ENTITY OR TO THE LOCAL GOVERNMENT ENTITY'S ACCOUNT AT A BANK OR
TRUST COVPANY W TH WHI CH THE LOCAL GOVERNMENT ENTITY HAS EXECUTED A
VWRI TTEN CONTRACT FOR THE CUSTODY OF OBLI GATI ONS AND COLLATERAL. I N THE
CASE OF OBLI GATIONS OF THE TYPE THE OWMERSH P O VWHICH 1S RECORDED
THROUGH A BOOK ENTRY NMAI NTAI NED BY THE FEDERAL RESERVE SYSTEM DELI VERY
OF SUCH OBLI GATI ONS SHALL BE MADE BY TRANSFER THROUGH THE FEDERAL
RESERVE SYSTEM S " BOOK- ENTRY SYSTEM' TO THE BANK OR TRUST COMPANY TO AN
ACCOUNT DESI GNATED BY THE LOCAL GOVERNMENT ENTITY. SUCH BANK OR TRUST
COMPANY SHALL NOT BE AN AGENT OF THE PARTY W TH WHOM THE LOCAL GOVERN-
MENT ENTI TY ENTERS | NTO SUCH | NVESTMENT CONTRACT TO PURCHASE SUCH OBLI -
GATI ONS;

(V) REQUI RI NG THAT OBLI GATI ONS ARE NOT SUBJECT TO ANY LI EN OR SECURI TY
| NTEREST.

(D) PROCEDURES FOR THE MONI TORI NG CONTROL, DEPOSI T AND RETENTI ON OF
I NVESTMENTS AND COLLATERAL.

(E) A REQUI REMENT THAT THE LOCAL GOVERNMENT ENTITY ENTER | NTO WRI TTEN
CONTRACTS W TH BANKS OR TRUST COVPANI ES, PURSUANT TO WHI CH OBLI GATI ONS
AND CCLLATERAL ARE HELD BY SUCH BANKS OR TRUST COMPANI ES FOR THE LOCAL
GOVERNMENT  ENTI TY. SUCH CONTRACTS SHALL | NCLUDE, BUT NOT NECESSARI LY BE
LI M TED TO PROVI SI ONS:

(1) ESTABLI SHING A METHOD FOR VALUATI ON OF COLLATERAL, AND PROCEDURES
FOR MONI TORI NG AND ADJUSTI NG WHEN NECESSARY THE VALUATI ON OF SUCH COCLLA-
TERAL ON A REGULAR BASI S;

(1) REQU RING SUCH BANK OR TRUST COVPANY TO CERTI FY TO THE LOCAL
GOVERNMENT ENTI TY THAT SUCH BANK OR TRUST COVMPANY ASSERTS NO RIGHT,
TI TLE OR I NTEREST I N SUCH OBLI GATI ONS;

(I''l') PRESCRIBING THE MANNER IN WHI CH RECEI PT OF THE OBLI GATI ONS BY
THE BANK OR TRUST COMPANY SHALL BE CONFI RVED, AND THE CONDI TI ONS UNDER
VWH CH THE OBLI GATI ONS HELD MAY BE SOLD, PRESENTED FOR PAYMENT, SUBSTI -
TUTED OR RELEASED. EACH SUCH TRANSACTI ON SHALL BE CONFIRMED I N WRI TI NG
TO THE LOCAL GOVERNMENT ENTI TY.

(F) STANDARDS FOR THE DI VERSI FI CATI ON OF | NVESTMENTS, | NCLUDI NG DI VER-
SIFI CATION W TH RESPECT TO TYPES OF | NVESTMENTS AND FI RM5s W TH WHOM THE
LOCAL GOVERNMENT ENTI TY TRANSACTS BUSI NESS.

(G STANDARDS FOR THE QUALI FI CATI ON OF | NVESTMENT AGENTS WHI CH TRANS-
ACT BUSI NESS W TH THE LOCAL GOVERNMENT ENTI TY, SUCH AS CRI TERI A COVERI NG
CREDI TWORTHI NESS, EXPERI ENCE, CAPI TALI ZATI ON, SIZE AND ANY OTHER FACTORS
THAT MAKE A FIRM CAPABLE AND QUALI FI ED TO TRANSACT BUSI NESS W TH THE
LOCAL GOVERNMENT ENTI TY.

4. EACH LOCAL GOVERNMENT ENTITY SHALL HAVE THE PONER TO AMEND |ITS
I NVESTMENT PCLI CY FROM TI ME TO TI ME | N ACCORDANCE W TH THE PROVI SI ONS OF
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1 THIS SECTION AND THE COVPREHENSI VE | NVESTMENT GUI DELI NES OF THE STATE
2 COWTROLLER
3 S 3. This act shall take effect imediately.



