STATE OF OKLAHOMA
1st Session of the 43rd Legislature (1991)

HOUSE BILL NO. 1104 BY: ISAAC

AS INTRODUCED
AN ACT RELATING TO STATE RETIREMENT SYSTEMS AND THE

STATE TREASURER; AMENDING SECTIONS 5 AND 13,
CHAPTER 321, O0.S.L. 1988 (11 O0.S. SUPP. 1990,
SECTIONS 49-100.9 AND 50-105.4), WHICH RELATE TO
FIREFIGHTERS AND POLICE PENSION AND RETIREMENT
BOARDS; AMENDING SECTION 21, CHAPTER 321, O.S.L.
1988 (47 O0.S. SUPP. 1990, SECTION 2-303.1), WHICH
RELATES TO OKLAHOMA LAW ENFORCEMENT RETIREMENT
BOARD; AMENDING 62 O.S. 1981, SECTION 89.2, AS LAST
AMENDED BY SECTION 3, CHAPTER 194, 0O.S.L. 1987 (62
O0.S. SUPP. 1990, SECTION 89.2), WHICH RELATES TO
INVESTMENT OF FUNDS BY STATE TREASURER; AMENDING
SECTION 27, CHAPTER 321, O.S.L. 1988 (70 O.S. SUPP.
1990, SECTION 17-106.1), WHICH RELATES TO BOARD OF
TRUSTEES OF THE TEACHERS' RETIREMENT SYSTEM;
AMENDING SECTION 35, CHAPTER 321, O.S.L. 1988 (74
O0.S. SUPP. 1990, SECTION 909.1), WHICH RELATES TO
THE OKLAHOMA PUBLIC EMPLOYEES RETIREMENT SYSTEM
BOARD OF TRUSTEES; STATING LEGISLATIVE INTENT;
REQUIRING OKLAHOMA STATE PENSION COMMISSION TO
DETERMINE EXISTENCE OF AFFIRMATIVE ACTION BY UNITED
STATES' INSTITUTIONS AND COMPANIES AND THEIR
SUBSIDIARIES AND AFFILIATES OPERATING IN NORTHERN

IRELAND TO ELIMINATE ETHNIC OR RELIGIOUS



DISCRIMINATION; SPECIFYING CRITERIA FOR DETERMINING
AFFIRMATIVE ACTION; REQUIRING COMMISSION REPORT
FINDINGS TO CERTAIN RETIREMENT BOARDS AND STATE
TREASURER; REQUIRING INVESTMENT OF MONIES, FUNDS
AND ASSETS OF CERTAIN RETIREMENT SYSTEMS AND STATE
TREASURER IN UNITED STATES' INSTITUTIONS OR
COMPANIES AND THEIR SUBSIDIARIES AND AFFILIATES
OPERATING IN NORTHERN IRELAND AND IN CERTAIN
COMMERCIAL PAPER BE MADE IN CERTAIN MANNER;
CONSTRUING ACT; REQUIRING CERTAIN ACTIONS OF
CERTAIN RETIREMENT SYSTEM BOARDS; PROVIDING FOR

CODIFICATION; AND PROVIDING AN EFFECTIVE DATE.

BE IT ENACTED BY THE PEOPLE OF THE STATE OF OKLAHOMA:

SECTION 1. NEW LAW A new section of law to be codified
in the Oklahoma Statutes as Section 942.1 of Title 74, unless there
is created a duplication in numbering, reads as follows:

A. It is the intent of the Legislature to oppose religious and
ethnic discrimination in employment hiring practices in Northern
Ireland by requiring that any monies and assets of the Oklahoma
Firefighters Pension and Retirement System, the Oklahoma Police
Pension and Retirement System, the Uniform Retirement System for
Justices and Judges, the Oklahoma Law Enforcement Retirement System,
the Teachers' Retirement System of Oklahoma and the Oklahoma Public
Employees Retirement System which are invested in United States'
institutions or companies, or their subsidiaries or affiliates,
operating in Northern Ireland be invested in those institutions and
companies which adhere to the MacBride Principles of fair
employment; and any public funds or monies subject to the control of

the State Treasurer which are invested in prime commercial paper
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issued by United States' institutions or companies, or their
subsidiaries or affiliates, operating in Northern Ireland, be
invested in such prime commercial paper issued by the institutions
and companies which adhere to the MacBride Principles of fair
employment.

B. Prior to January 1 of each year, the Oklahoma State Pension
Commission shall determine the existence of affirmative action taken
by United States' institutions or companies, or their subsidiaries
or affiliates, operating in Northern Ireland in which the boards of
the retirements systems designated in subsection A of this section
or the State Treasurer have invested, to eliminate ethnic or
religious discrimination based on actions taken for:

1. Increasing the representation of individuals from
underrepresented religious groups in the workforce including
managerial, supervisory, administrative, clerical and technical
jobs;

2. Providing adequate security for the protection of minority
employees both at the workplace and while traveling to and from
work;

3. The banning of provocative religious or political emblems
from the workplace;

4. Publicly advertising all job openings and making special
recruitment efforts to attract applicants from underrepresented
religious groups;

5. Providing that layoff, recall, and termination procedures
should not in practice favor particular religious groupings;

6. The abolition of job reservations, apprenticeship
restrictions, and differential employment criteria, which
discriminate on the basis of religion or ethnic origin;

7. The development of training programs that will prepare
substantial numbers of current minority employees for skilled jobs,

including the expansion of existing programs and the creation of new
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programs to train, upgrade, and improve the skills of minority
employees;

8. The establishment of procedures to assess, identify, and
actively recruit minority employees with potential for further
advancement; and

9. The appointment of senior management staff members to
oversee affirmative action efforts and the setting up of timetables
to carry out affirmative action principles.

C. Upon making the determination required in subsection B of
this section, the Commission shall report its findings to the boards
of the retirement systems designated in subsection A of this section
and to the State Treasurer.

D. ©Notwithstanding any other provisions of law, beginning
January 1, 1992, any assets or monies subject to the control of the
boards of the retirement systems designated in subsection A of this
section which are invested in United States' institutions or
companies, or their subsidiaries or affiliates, operating in
Northern Ireland, or any public funds or monies subject to the
control of the State Treasurer which are invested in prime
commercial paper issued by United States' institutions or companies,
or their subsidiaries or affiliates, operating in Northern Ireland
shall remain invested or be invested, consistent with sound
investment policy, in such a manner that the investments in United
States' institutions and companies, or their subsidiaries or
affiliates, operating in Northern Ireland shall reflect the advances
made by such institutions and companies, or their subsidiaries or
affiliates, in eliminating discrimination as determined pursuant to
this section.

E. Whenever feasible, the boards of the retirement systems
designated in subsection A of this section shall sponsor, cosponsor
or support shareholder resolutions designed to encourage United

States' institutions or companies, or their subsidiaries or
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affiliates, operating in Northern Ireland in which the particular
retirement system has invested, to pursue a policy of affirmative
action in eliminating discrimination as determined pursuant to this
section.

F. Nothing in this act shall be construed to require the
disinvestment of existing investments of the boards of the
retirement systems designated in subsection A of this section or the
State Treasurer.

SECTION 2. AMENDATORY Section 5, Chapter 321, 0.S.L.
1988 (11 O0.S. Supp. 1990, Section 49-100.9), is amended to read as
follows:

Section 49-100.9 A. The Oklahoma Firefighters Pension and
Retirement Board shall discharge their duties with respect to the

System solely in the interest of the participants and beneficiaries

and:
1. for the exclusive purpose of:
a. providing benefits to participants and their
beneficiaries, and
b. defraying reasonable expenses of administering the
System;
2. with the care, skill, prudence, and diligence under the

circumstances then prevailing that a prudent person acting in a like
capacity and familiar with such matters would use in the conduct of
an enterprise of a like character and with like aims;

3. by diversifying the investments of the System so as to
minimize the risk of large losses, unless under the circumstances it
is clearly prudent not to do so; and

4. 1in accordance with the laws, documents and instruments
governing the System.

B. The monies of the System shall be invested only in assets
eligible for the investment of funds of legal reserve life insurance

companies in this state as provided for in Sections 1602 through
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1611, 1613 through 1620, and 1622 through 1624 of Title 36 of the
Oklahoma Statutes. The term admitted assets shall mean the amount
of the monies of the System and the provisions relating to
limitation of investments as a percentage of surplus and loans to
policyholders shall be inapplicable with respect to investment of
the monies of the System. The monies of the System may be invested
in certificates of indebtedness or such other enforceable evidences
of obligation as may be utilized in the rights-of-way acquisitions
by the Oklahoma Department of Transportation. The monies of the
System may also be invested in bonds secured by first mortgages,
pass—-through securities and insured participation certificates
representing interests in first mortgages or insured mortgage
pass—-through certificates on one- to four-family residences located

within this state. Monies of the System which are invested in

United States' institutions or companies, or their subsidiaries or

affiliates, operating in Northern Ireland shall be invested pursuant

to the provisions of Section 1 of this act.

C. The State Board may procure insurance indemnifying the
members of the State Board from personal loss or accountability from
liability resulting from a member's action or inaction as a member
of the State Board.

D. The State Board may establish an investment committee. The
investment committee shall be composed of not more than five (5)
members of the State Board appointed by the chairman of the State
Board. The committee shall make recommendations to the full State
Board on all matters related to the choice of custodians and
managers of the assets of the System, on the establishment of
investment and fund management guidelines, and in planning future
investment policy. The committee shall have no authority to act on
behalf of the State Board in any circumstances whatsoever. No

recommendation of the committee shall have effect as an action of
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the State Board nor take effect without the approval of the State
Board as provided by law.

E. The Board shall retain qualified investment managers to
provide for the investment of the monies of the System. The
investment managers shall be chosen by a solicitation of proposals
on a competitive bid basis pursuant to standards set by the State
Board. Subject to the overall investment guidelines set by the
State Board, the investment managers shall have full discretion in
the management of those monies of the System allocated to the
investment managers. The State Board shall manage those monies not
specifically allocated to the investment managers. The monies of
the System allocated to the investment managers shall be actively
managed by the investment managers, which may include selling
investments and realizing losses if such action is considered
advantageous to longer term return maximization. Because of the
total return objective, no distinction shall be made for management
and performance evaluation purposes between realized and unrealized
capital gains and losses.

F. Funds and revenues for investment by the investment managers
or the State Board shall be placed with a custodian selected by the
State Board. The custodian shall be a bank or trust company
offering pension fund master trustee and master custodial services.
The custodian shall be chosen by a solicitation of proposals on a
competitive bid basis pursuant to standards set by the State Board.
In compliance with the investment policy guidelines of the State
Board, the custodian bank or trust company shall be contractually
responsible for ensuring that all monies of the System are invested
in income-producing investment vehicles at all times. If a
custodian bank or trust company has not received direction from the
investment managers of the System as to the investment of the monies
of the System in specific investment vehicles, the custodian bank or

trust company shall be contractually responsible to the State Board
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for investing the monies in appropriately collateralized short-term
interest-bearing investment vehicles.

G. By November 1, 1988, and prior to August 1 of each year
thereafter, the State Board shall develop a written investment plan
for the System.

H. The State Board shall compile a quarterly financial report
of all the funds of the System on a fiscal year basis. The report
shall be compiled pursuant to uniform reporting standards prescribed
by the Oklahoma State Pension Commission for all state retirement
systems. The report shall include several relevant measures of
investment value, including acquisition cost and current fair market
value with appropriate summaries of total holdings and returns. The
report shall contain combined and individual rate of returns of the
investment managers by category of investment, over periods of time.
The report shall be distributed to the Governor, the Oklahoma State
Pension Commission, the Legislative Service Bureau and the Joint
Committee on Fiscal Operations.

I. After July 1 and before October 1 of each year, the State
Board shall publish widely an annual report presented in simple and
easily understood language pursuant to uniform reporting standards
prescribed by the Oklahoma State Pension Commission for all state
retirement systems. The report shall be submitted to the Governor,
the Speaker of the House of Representatives, the President Pro
Tempore of the Senate, the Oklahoma State Pension Commission and the
members of the System. The annual report shall cover the operation
of the System during the past fiscal year, including income,
disbursements, and the financial condition of the System at the end
of the fiscal year. The annual report shall also contain the
information issued in the quarterly reports required pursuant to
subsection H of this section as well as a summary of the results of
the most recent actuarial valuation to include total assets, total

liabilities, unfunded liability or over funded status, contributions
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and any other information deemed relevant by the State Board. The
annual report shall be written in such a manner as to permit a
readily understandable means for analyzing the financial condition
and performance of the System for the fiscal year.

SECTION 3. AMENDATORY Section 13, Chapter 321, 0.S.L.
1988 (11 0.S. Supp. 1990, Section 50-105.4), is amended to read as
follows:

Section 50-105.4 A. The Oklahoma Police Pension and Retirement
Board shall discharge their duties with respect to the System solely
in the interest of the participants and beneficiaries and:

1. for the exclusive purpose of:

a. providing benefits to participants and their

beneficiaries, and

b. defraying reasonable expenses of administering the
System;
2. with the care, skill, prudence, and diligence under the

circumstances then prevailing that a prudent person acting in a like
capacity and familiar with such matters would use in the conduct of
an enterprise of a like character and with like aims;

3. by diversifying the investments of the System so as to
minimize the risk of large losses, unless under the circumstances it
is clearly prudent not to do so; and

4. 1in accordance with the laws, documents and instruments
governing the System.

B. The monies of the System shall be invested only in assets
eligible for the investment of funds of legal reserve life insurance
companies in this state as provided for in Sections 1602 through
1611, 1613 through 1620, and 1622 through 1624 of Title 36 of the
Oklahoma Statutes. The term admitted assets shall mean the amount
of the monies of the System and the provisions relating to
limitation of investments as a percentage of surplus and loans to

policyholders shall be inapplicable with respect to investment of
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the monies of the System. The monies of the System may be invested
in certificates of indebtedness or such other enforceable evidences
of obligation as may be utilized in the rights-of-way acquisitions
by the Oklahoma Department of Transportation. The monies of the
System may also be invested in bonds secured by first mortgages,
pass-through securities and insured participation certificates
representing interests in first mortgages or insured mortgage
pass—-through certificates on one- to four-family residences located

within this state. Monies of the System which are invested in

United States' institutions or companies, or their subsidiaries or

affiliates, operating in Northern Ireland shall be invested pursuant

to the provisions of Section 1 of this act.

C. The State Board may procure insurance indemnifying the
members of the State Board from personal loss or accountability from
liability resulting from a member's action or inaction as a member
of the State Board.

D. The State Board may establish an investment committee. The
investment committee shall be composed of not more than five (5)
members of the State Board appointed by the chairman of the State
Board. The committee shall make recommendations to the full State
Board on all matters related to the choice of custodians and
managers of the assets of the System, on the establishment of
investment and fund management guidelines, and in planning future
investment policy. The committee shall have no authority to act on
behalf of the State Board in any circumstances whatsoever. No
recommendation of the committee shall have effect as an action of
the State Board nor take effect without the approval of the State
Board as provided by law.

E. The State Board shall retain qualified investment managers
to provide for the investment of the monies of the System. The
investment managers shall be chosen by a solicitation of proposals

on a competitive bid basis pursuant to standards set by the State
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Board. Subject to the overall investment guidelines set by the
State Board, the investment managers shall have full discretion in
the management of those monies of the System allocated to the
investment managers. The State Board shall manage those monies not
specifically allocated to the investment managers. The monies of
the System allocated to the investment managers shall be actively
managed by the investment managers, which may include selling
investments and realizing losses 1f such action is considered
advantageous to longer term return maximization. Because of the
total return objective, no distinction shall be made for management
and performance evaluation purposes between realized and unrealized
capital gains and losses.

F. Funds and revenues for investment by the investment managers
or the State Board shall be placed with a custodian selected by the
State Board. The custodian shall be a bank or trust company
offering pension fund master trustee and master custodial services.
The custodian shall be chosen by a solicitation of proposals on a
competitive basis pursuant to standards set by the State Board. 1In
compliance with the investment policy guidelines of the State Board,
the custodian bank or trust company shall be contractually
responsible for ensuring that all monies of the System are invested
in income-producing investment vehicles at all times. If a
custodian bank or trust company has not received direction from the
investment managers of the System as to the investment of the monies
of the System in specific investment vehicles, the custodian bank or
trust company shall be contractually responsible to the State Board
for investing the monies in appropriately collateralized short-term
interest-bearing investment vehicles.

G. By November 1, 1988, and prior to August 1 of each year
thereafter, the State Board shall develop a written investment plan

for the System.
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H. The State Board shall compile a quarterly financial report
of all the funds of the System on a fiscal year basis. The report
shall be compiled pursuant to uniform reporting standards prescribed
by the Oklahoma State Pension Commission for all state retirement
systems. The report shall include several relevant measures of
investment value, including acquisition cost and current fair market
value with appropriate summaries of total holdings and returns. The
report shall contain combined and individual rate of returns of the
investment managers by category of investment, over periods of time.
The report shall be distributed to the Oklahoma State Pension
Commission, the Legislative Service Bureau and the Joint Committee
on Fiscal Operations.

I. After July 1 and before October 1 of each year, the State
Board shall publish widely an annual report presented in simple and
easily understood language pursuant to uniform reporting standards
prescribed by the Oklahoma State Pension Commission for all state
retirement systems. The report shall be submitted to the Governor,
the Speaker of the House of Representatives, the President Pro
Tempore of the Senate, the Oklahoma State Pension Commission and the
members of the System. The annual report shall cover the operation
of the System during the past fiscal year, including income,
disbursements, and the financial condition of the System at the end
of the fiscal year. The annual report shall also contain the
information issued in the quarterly reports required pursuant to
subsection H of this section as well as a summary of the results of
the most recent actuarial valuation to include total assets, total
liabilities, unfunded liability or over funded status, contributions
and any other information deemed relevant by the State Board. The
annual report shall be written in such a manner as to permit a
readily understandable means for analyzing the financial condition

and performances of the System for the fiscal year.
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SECTION 4. AMENDATORY Section 21, Chapter 321, 0.S.L.
1988 (47 0.S. Supp. 1990, Section 2-303.1), is amended to read as
follows:

Section 2-303.1 A. The Oklahoma Law Enforcement Retirement
Board shall discharge their duties with respect to the System solely
in the interest of the participants and beneficiaries and:

1. for the exclusive purpose of:

a. providing benefits to participants and their

beneficiaries, and

b. defraying reasonable expenses of administering the
System;
2. with the care, skill, prudence, and diligence under the

circumstances then prevailing that a prudent person acting in a like
capacity and familiar with such matters would use in the conduct of
an enterprise of a like character and with like aims;

3. by diversifying the investments of the System so as to
minimize the risk of large losses, unless under the circumstances it
is clearly prudent not to do so; and

4., 1n accordance with the laws, documents and instruments
governing the System.

B. The monies of the System shall be invested only in assets
eligible for the investment of funds of legal reserve life insurance
companies in this state as provided for in Sections 1602 through
1611, 1613 through 1620, and 1622 through 1624 of Title 36 of the
Oklahoma Statutes. The term admitted assets shall mean the amount
of the monies of the System and the provisions relating to
limitation of investments as a percentage of surplus and loans to
policyholders shall be inapplicable with respect to investment of
the monies of the System. The monies of the System may be invested
in certificates of indebtedness or such other enforceable evidences
of obligation as may be utilized in the rights-of-way acquisitions

by the Oklahoma Department of Transportation. The monies of the
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System may also be invested in bonds secured by first mortgages,
pass—-through securities and insured participation certificates
representing interests in first mortgages or insured mortgage
pass-through certificates on one- to four-family residences located

within this state. Monies of the System which are invested in

United States' institutions or companies, or their subsidiaries or

affiliates, operating in Northern Ireland shall be invested pursuant

to the provisions of Section 1 of this act.

C. The Board may procure insurance indemnifying the members of
the Board from personal loss or accountability from liability
resulting from a member's action or inaction as a member of the
Board.

D. The Board may establish an investment committee. The
investment committee shall be composed of not more than five (5)
members of the Board appointed by the president of the Board. The
committee shall make recommendations to the full Board on all
matters related to the choice of custodians and managers of the
assets of the System, on the establishment of investment and fund
management guidelines, and in planning future investment policy.
The committee shall have no authority to act on behalf of the Board
in any circumstances whatsoever. No recommendation of the committee
shall have effect as an action of the Board nor take effect without
the approval of the Board as provided by law.

E. The Board shall retain qualified investment managers to
provide for the investment of the monies of the System. The
investment managers shall be chosen by a solicitation of proposals
on a competitive bid basis pursuant to standards set by the Board.
Subject to the overall investment guidelines set by the Board, the
investment managers shall have full discretion in the management of
those monies of the System allocated to the investment managers.
The Board shall manage those monies not specifically allocated to

the investment managers. The monies of the System allocated to the
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investment managers shall be actively managed by the investment
managers, which may include selling investments and realizing losses
if such action is considered advantageous to longer term return
maximization. Because of the total return objective, no distinction
shall be made for management and performance evaluation purposes
between realized and unrealized capital gains and losses.

F. Funds and revenues for investment by the investment managers
or the Board shall be placed with a custodian selected by the Board.
The custodian shall be a bank or trust company offering pension fund
master trustee and master custodial services. The custodian shall
be chosen by a solicitation of proposals on a competitive bid basis
pursuant to standards set by the Board. In compliance with the
investment policy guidelines of the Board, the custodian bank or
trust company shall be contractually responsible for ensuring that
all monies of the System are invested in income-producing investment
vehicles at all times. 1If a custodian bank or trust company has not
received direction from the investment managers of the System as to
the investment of the monies of the System in specific investment
vehicles, the custodian bank or trust company shall be contractually
responsible to the Board for investing the monies in appropriately
collateralized short-term interest-bearing investment vehicles.

G. By November 1, 1988, and prior to August 1 of each year
thereafter, the Board shall develop a written investment plan for
the System.

H. The Board shall compile a quarterly financial report of all
the funds of the System on a fiscal year basis. The report shall be
compiled pursuant to uniform reporting standards prescribed by the
Oklahoma State Pension Commission for all state retirement systems.
The report shall include several relevant measures of investment
value, including acquisition cost and current fair market value with
appropriate summaries of total holdings and returns. The report

shall contain combined and individual rate of returns of the
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investment managers by category of investment, over periods of time.
The report shall be distributed to the Oklahoma State Pension
Commission, the Legislative Service Bureau and the Joint Committee
on Fiscal Operations.

I. After July 1 and before October 1 of each year, the Board
shall publish widely an annual report presented in simple and easily
understood language pursuant to uniform reporting standards
prescribed by the Oklahoma State Pension Commission for all state
retirement systems. The report shall be submitted to the Governor,
the Speaker of the House of Representatives, the President Pro
Tempore of the Senate, the Oklahoma State Pension Commission and the
members of the System. The annual report shall cover the operation
of the System during the past fiscal year, including income,
disbursements, and the financial condition of the System at the end
of the fiscal year. The annual report shall also contain the
information issued in the quarterly reports required pursuant to
subsection H of this section as well as a summary of the results of
the most recent actuarial valuation to include total assets, total
liabilities, unfunded liability or over funded status, contributions
and any other information deemed relevant by the Board. The annual
report shall be written in such a manner as to permit a readily
understandable means for analyzing the financial condition and
performance of the System for the fiscal year.

J. The Board may retain an attorney licensed to practice law in
this state. The attorney shall serve at the pleasure of the Board
for such compensation as set by the Board. The Attorney General
shall furnish such legal services as may be requested by the Board.

SECTION 5. AMENDATORY 62 0.S. 1981, Section 89.2, as
last amended by Section 3, Chapter 194, 0.S.L. 1987 (62 0.S. Supp.
1990, Section 89.2), is amended to read as follows:

Section 89.2 A. The State Treasurer is directed to invest the

maximum amount of funds under his control consistent with good
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business practices; provided that the Treasurer shall keep eighty
percent (80%) or more of the money under his control invested during
each fiscal year based on the average daily balances during said
fiscal year. Except as otherwise provided for by law, such
investments shall earn not less than the rate for comparable
maturities on United States Treasury obligations. Except as
otherwise provided for by law, the State Treasurer may purchase and
invest only in:

1. Obligations of the United States Government, its agencies
and instrumentalities;

2. Collateralized or insured certificates of deposit and other
evidences of deposit at banks, savings banks, savings and loan
associations and credit unions located in this state;

3. Negotiable certificates of deposit issued by a nationally or
state-chartered bank, a savings bank, a savings and loan association
or a state-licensed branch of a foreign bank. Purchases of
negotiable certificates of deposit shall not exceed ten percent
(10%) of the surplus funds of the state which may be invested
pursuant to this section. Not more than one-half (1/2) of the ten
percent (10%) limit shall be invested in any one financial
institution specified in this paragraph;

4. Prime banker's acceptances which are eligible for purchase
by the Federal Reserve System and which do not exceed two hundred
seventy (270) days' maturity. Purchases of prime banker's
acceptances shall not exceed ten percent (10%) of the surplus funds
of the state which may be invested pursuant to this section. Not
more than three-fourths (3/4) of the ten percent (10%) limit shall
be invested in any one commercial bank pursuant to this paragraph;

5. Prime commercial paper which shall not have a maturity that
exceeds one hundred eighty (180) days nor represent more than ten
percent (10%) of the outstanding paper of an issuing corporation.

Purchases of prime commercial paper shall not exceed seven and
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one-half percent (7 1/2%) of the surplus funds of the state which

may be invested pursuant to this section. Public funds or monies

subject to the control of the State Treasurer which are invested in

prime commercial paper pursuant to this subsection and which are

issued by United States' institutions or companies, or their

subsidiaries or affiliates, operating in Northern Ireland shall be

invested pursuant to the provisions of Section 1 of this act;

6. Investment grade obligations of state and local governments.
Purchases of investment grade obligations of state and local
governments shall not exceed ten percent (10%) of the surplus funds
of the state which may be invested pursuant to this section; and

7. Repurchase agreements that have underlying collateral
consisting of those items and those restrictions specified in
paragraphs 1 through 6 of this subsection.

B. Investments shall be made with judgment and care, under
circumstances then prevailing, which persons of prudence, discretion
and intelligence exercise in the management of their own affairs,
not for speculation, but for investment, considering the probable
safety of their capital as well as the probable income to be
derived.

C. Investments of public funds by the State Treasurer shall be
made in accordance with written policies developed by the State
Treasurer. The written investment policies shall address liquidity,
diversification, safety of principal, yield, maturity and quality
and capability of investment management, with primary emphasis on
safety and liquidity. To the extent practicable taking into account
the need to use sound investment judgment, the written investment
policies shall include provision for utilization of a system of
competitive bidding in the investment of state funds. Such system
shall be designed to maximize yield within each class of investment

instrument, consistent with the safety of the funds invested.

Reg. No. 5943 Page

18



The investment policy shall specify the general philosophy,
policies and procedures to be followed in the investment of state
monies by the State Treasurer. The investment policy shall include,

but not be limited to, the following:

1. Policy objectives;

2. Performance measure objectives;

3. Authority for investment program;

4. Possible use of an investment advisory committee;
5. Reporting and documentation of investments;
6. Authorized investment instruments;

7. Diversification of investment risk;

8. Maturity limitations;

9. Selections of financial institutions;

10. 1Interest controls;

11. Safekeeping of investments;

12. 1Investment ethics; and

13. Formal adoption of policy.

D. Not later than September 1, 1987 and July 1 of each year
thereafter, the State Treasurer shall forward a copy of the written
investment policy to the Governor, the Speaker of the House of
Representatives and the President Pro Tempore of the Senate. In
addition, the State Treasurer shall maintain one copy of the
investment policy in the office of the State Treasurer for public
inspection during regular business hours. Copies of any
modifications to the investment policy shall be forwarded to the
Governor, Speaker of the House of Representatives and President Pro
Tempore of the Senate.

E. On and after July 1, 1987, no public funds or monies subject
to the control of the State Treasurer shall remain invested in any
bank or financial institution which directly or through its
subsidiaries has outstanding loans to the Republic of South Africa

or its instrumentalities. The State Treasurer shall prescribe forms
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concerning South African loans to be completed by each bank and
financial institution in which state funds or monies subject to the
control of the State Treasurer are invested pursuant to this
section.

SECTION 6. AMENDATORY Section 27, Chapter 321, 0.S.L.
1988 (70 0.S. Supp. 1990, Section 17-106.1), is amended to read as
follows:

Section 17-106.1 A. The Board of Trustees of the Teachers'
Retirement System of Oklahoma shall discharge their duties with
respect to the System solely in the interest of the participants and
beneficiaries and:

1. for the exclusive purpose of:

a. providing benefits to participants and their

beneficiaries, and

b. defraying reasonable expenses of administering the
System;
2. with the care, skill, prudence, and diligence under the

circumstances then prevailing that a prudent person acting in a like
capacity and familiar with such matters would use in the conduct of
an enterprise of a like character and with like aims;

3. by diversifying the investments of the System so as to
minimize the risk of large losses, unless under the circumstances it
is clearly prudent not to do so; and

4. 1in accordance with the laws, documents and instruments
governing the System.

B. The monies of the System shall be invested only in assets
eligible for the investment of funds of legal reserve life insurance
companies in this state as provided for in Sections 1602 through
1611, 1613 through 1620, and 1622 through 1624 of Title 36 of the
Oklahoma Statutes. The term admitted assets shall mean the amount
of the monies of the System and the provisions relating to

limitation of investments as a percentage of surplus and loans to
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policyholders shall be inapplicable with respect to investment of
the monies of the System. The monies of the System may be invested
in certificates of indebtedness or such other enforceable evidences
of obligation as may be utilized in the rights-of-way acquisitions
by the Oklahoma Department of Transportation. The monies of the
System may also be invested in bonds secured by first mortgages,
pass—-through securities and insured participation certificates
representing interests in first mortgages or insured mortgage
pass-through certificates on one- to four-family residences located

within this state. Monies of the System which are invested in

United States' institutions or companies, or their subsidiaries or

affiliates, operating in Northern Ireland shall be invested pursuant

to the provisions of Section 1 of this act.

C. The Board of Trustees may procure insurance indemnifying the
members of the Board of Trustees from personal loss or
accountability from liability resulting from a member's action or
inaction as a member of the Board.

D. The Board of Trustees may establish an investment committee.
The investment committee shall be composed of not more than five (5)
members of the Board of Trustees appointed by the chairman of the
Board of Trustees. The committee shall make recommendations to the
full Board of Trustees on all matters related to the choice of
custodians and managers of the assets of the System, on the
establishment of investment and fund management guidelines, and in
planning future investment policy. The committee shall have no
authority to act on behalf of the Board of Trustees in any
circumstances whatsoever. No recommendation of the committee shall
have effect as an action of the Board of Trustees nor take effect
without the approval of the Board of Trustees as provided by law.

E. The Board of Trustees may retain qualified investment
managers to provide for the investment of the monies of the System.

The investment managers shall be chosen by a solicitation of
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proposals on a competitive bid basis pursuant to standards set by
the Board of Trustees. Subject to the overall investment guidelines
set by the Board of Trustees, the investment managers shall have
full discretion in the management of those monies of the System
allocated to the investment managers. The Board of Trustees shall
manage those monies not specifically allocated to the investment
managers. The monies of the System allocated to the investment
managers shall be actively managed by the investment managers, which
may include selling investments and realizing losses if such action
is considered advantageous to longer term return maximization.
Because of the total return objective, no distinction shall be made
for management and performance evaluation purposes between realized
and unrealized capital gains and losses.

F. Funds and revenues for investment by the investment managers
or the Board of Trustees shall be placed with a custodian selected
by the Board of Trustees. The custodian shall be a bank or trust
company offering pension fund master trustee and master custodial
services. The custodian shall be chosen by a solicitation of
proposals on a competitive bid basis pursuant to standards set by
the Board of Trustees. In compliance with the investment policy
guidelines of the Board of Trustees, the custodian bank or trust
company shall be contractually responsible for ensuring that all
monies of the System are invested in income-producing investment
vehicles at all times. If a custodian bank or trust company has not
received direction from the investment managers of the System as to
the investment of the monies of the System in specific investment
vehicles, the custodian bank or trust company shall be contractually
responsible to the Board of Trustees for investing the monies in
appropriately collateralized short-term interest-bearing investment

vehicles.
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G. By November 1, 1988, and prior to August 1 of each year
thereafter, the Board of Trustees shall develop a written investment
plan for the System.

H. The Board of Trustees shall compile a quarterly financial
report of all the funds of the System on a fiscal year basis. The
report shall be compiled pursuant to uniform reporting standards
prescribed by the Oklahoma State Pension Commission for all state
retirement systems. The report shall include several relevant
measures of investment value, including acquisition cost and current
fair market value with appropriate summaries of total holdings and
returns. The report shall contain combined and individual rate of
returns of the investment managers by category of investment, over
periods of time. The report shall be distributed to the Oklahoma
State Pension Commission, the Legislative Service Bureau and the
Joint Committee on Fiscal Operations.

I. After July 1 and before October 1 of each year, the Board of
Trustees publish widely an annual report presented in simple and
easily understood language pursuant to uniform reporting standards
prescribed by the Oklahoma State Pension Commission for all state
retirement systems. The report shall be submitted to the Governor,
the Speaker of the House of Representatives, the President Pro
Tempore of the Senate, the Oklahoma State Pension Commission and the
members of the System. The annual report shall cover the operation
of the System during the past fiscal year, including income,
disbursements, and the financial condition of the System at the end
of the fiscal year. The annual report shall also contain the
information issued in the quarterly reports required pursuant to
subsection H of this section as well as a summary of the results of
the most recent actuarial valuation to include total assets, total
liabilities, unfunded liability or over funded status, contributions
and any other information deemed relevant by the Board of Trustees.

The annual report shall be written in such a manner as to permit a
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readily understandable means for analyzing the financial condition
and performance of the System for the fiscal year.

SECTION 7. AMENDATORY Section 35, Chapter 321, 0.S.L.
1988 (74 0.S. Supp. 1990, Section 909.1), is amended to read as
follows:

Section 909.1 A. The Oklahoma Public Employees Retirement
System Board of Trustees shall discharge their duties with respect
to the System solely in the interest of the participants and
beneficiaries and:

1. for the exclusive purpose of:

a. providing benefits to participants and their

beneficiaries, and

b. defraying reasonable expenses of administering the
System;
2. with the care, skill, prudence, and diligence under the

circumstances then prevailing that a prudent person acting in a like
capacity and familiar with such matters would use in the conduct of
an enterprise of a like character and with like aims;

3. Dby diversifying the investments of the System so as to
minimize the risk of large losses, unless under the circumstances it
is clearly prudent not to do so; and

4., 1in accordance with the laws, documents and instruments
governing the System.

B. The monies of the System shall be invested only in assets
eligible for the investment of funds of legal reserve life insurance
companies in this state as provided for in Sections 1602 through
1611, 1613 through 1620, and 1622 through 1624 of Title 36 of the
Oklahoma Statutes. The term admitted assets shall mean the amount
of the monies of the System and the provisions relating to
limitation of investments as a percentage of surplus and loans to
policyholders shall be inapplicable with respect to investment of

the monies of the System. The monies of the System may be invested
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in certificates of indebtedness or such other enforceable evidences
of obligation as may be utilized in the rights-of-way acquisitions
by the Oklahoma Department of Transportation. The monies of the
System may also be invested in bonds secured by first mortgages,
pass—-through securities and insured participation certificates
representing interests in first mortgages or insured mortgage
pass—-through certificates on one- to four-family residences located

within this state. Monies of the System which are invested in

United States' institutions or companies, or their subsidiaries or

affiliates, operating in Northern Ireland shall be invested pursuant

to the provisions of Section 1 of this act.

C. The Board of Trustees may procure insurance indemnifying the
members of the Board of Trustees from personal loss or
accountability from liability resulting from a member's action or
inaction as a member of the Board of Trustees.

D. The Board of Trustees may establish an investment committee.
The investment committee shall be composed of not more than five (5)
members of the Board of Trustees appointed by the chairman of the
Board of Trustees. The committee shall make recommendations to the
full Board of Trustees on all matters related to the choice of
custodians and managers of the assets of the System, on the
establishment of investment and fund management guidelines, and in
planning future investment policy. The committee shall have no
authority to act on behalf of the Board of Trustees in any
circumstances whatsoever. No recommendation of the committee shall
have effect as an action of the Board of Trustees nor take effect
without the approval of the Board of Trustees as provided by law.

E. The Board of Trustees shall retain qualified investment
managers to provide for the investment of the monies of the System.
The investment managers shall be chosen by a solicitation of
proposals on a competitive bid basis pursuant to standards set by

the Board of Trustees. Subject to the overall investment guidelines
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set by the Board of Trustees, the investment managers shall have
full discretion in the management of those monies of the System
allocated to the investment managers. The Board of Trustees shall
manage those monies not specifically allocated to the investment
managers. The monies of the System allocated to the investment
managers shall be actively managed by the investment managers, which
may include selling investments and realizing losses if such action
is considered advantageous to longer term return maximization.
Because of the total return objective, no distinction shall be made
for management and performance evaluation purposes between realized
and unrealized capital gains and losses.

F. Funds and revenues for investment by the investment managers
or the Board of Trustees shall be placed with a custodian selected
by the Board of Trustees. The custodian shall be a bank or trust
company offering pension fund master trustee and master custodial
services. The custodian shall be chosen by a solicitation of
proposals on a competitive basis pursuant to standards set by the
Board of Trustees. 1In compliance with the investment policy
guidelines of the Board of Trustees, the custodian bank or trust
company shall be contractually responsible for ensuring that all
monies of the System are invested in income-producing investment
vehicles at all times. If a custodian bank or trust company has not
received direction from the investment managers of the System as to
the investment of the monies of the System in specific investment
vehicles, the custodian bank or trust company shall be contractually
responsible to the Board of Trustees for investing the monies in
appropriately collateralized short-term interest-bearing investment
vehicles.

G. By November 1, 1988, and prior to August 1 of each year
thereafter, the Board of Trustees shall develop a written investment

plan for the System.

Reg. No. 5943 Page 26



H. The Board of Trustees shall compile a quarterly financial
report of all the funds of the System on a fiscal year basis. The
report shall be compiled pursuant to uniform reporting standards
prescribed by the Oklahoma State Pension Commission for all state
retirement systems. The report shall include several relevant
measures of investment value, including acquisition cost and current
fair market value with appropriate summaries of total holdings and
returns. The report shall contain combined and individual rate of
returns of the investment managers by category of investment, over
periods of time. The report shall be distributed to the Oklahoma
State Pension Commission, the Legislative Service Bureau and the
Joint Committee on Fiscal Operations.

I. After July 1 and before October 1 of each year, the Board of
Trustees shall publish widely an annual report presented in simple
and easily understood language pursuant to uniform reporting
standards prescribed by the Oklahoma State Pension Commission for
all state retirement systems. The report shall be submitted to the
Governor, the Speaker of the House of Representatives, the President
Pro Tempore of the Senate, the Oklahoma State Pension Commission and
the members of the System. The annual report shall cover the
operation of the System during the past fiscal year, including
income, disbursements, and the financial condition of the System at
the end of the fiscal year. The annual report shall also contain
the information issued in the quarterly reports required pursuant to
subsection H of this section as well as a summary of the results of
the most recent actuarial valuation to include total assets, total
liabilities, unfunded liability or over funded status, contributions
and any other information deemed relevant by the Board of Trustees.
The annual report shall be written in such a manner as to permit a
readily understandable means for analyzing the financial condition
and performance of the System for the fiscal year.

SECTION 8. This act shall become effective September 1, 1991.
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