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Be it enacted by the Legislature of the State of Arizona: 1 
Section 1.  Section 35-313, Arizona Revised Statutes, is amended to 2 

read: 3 
35-313.  Investment of trust and treasury monies; loan of 4 

securities 5 
A.  The state treasurer shall invest and reinvest trust and treasury 6 

monies in any of the following items: 7 
1.  Obligations issued or guaranteed by the United States or any of its 8 

agencies, sponsored agencies, corporations, sponsored corporations or 9 
instrumentalities. 10 

2.  Collateralized repurchase agreements purchased from securities 11 
dealers that make markets in those securities listed in paragraph 1 of this 12 
subsection. 13 

3.  Bonds or other evidences of indebtedness of this state or any of 14 
the counties or incorporated cities, towns or duly organized school 15 
districts. 16 

4.  Commercial paper whose issuer is rated in one of the two highest 17 
rating categories for short-term obligations by any two nationally recognized 18 
statistical rating organizations. 19 

5.  Bills of exchange or time drafts known as bankers acceptances that 20 
are drawn on and accepted by a commercial bank. 21 

6.  Negotiable certificates of deposit issued by a nationally or state 22 
chartered bank or savings and loan association. 23 

7.  Bonds, debentures, notes or other evidences of indebtedness that 24 
are denominated in United States dollars and that carry as a minimum one of 25 
the Baa ratings of Moody's investors service or one of the BBB ratings of 26 
Standard and Poor's rating service or their successors AN INVESTMENT GRADE 27 
RATING BY A NATIONALLY RECOGNIZED BOND RATING AGENCY. 28 

8.  Securities of or any other interests in any open-end or closed-end 29 
management type investment company or investment trust, including exchange 30 
traded products whose underlying investments are invested in securities 31 
allowed by state law, registered under the investment company act of 1940 (54 32 
Stat. 789; 15 United States Code sections 80a-1 through 80a-64), as amended. 33 
For any treasurer investment pool that seeks to maintain a constant share 34 
price, both of the following apply: 35 

(a)  The investment company or investment trust takes delivery of the 36 
collateral for any repurchase agreement either directly or through an 37 
authorized custodian. 38 

(b)  The investment policy of the investment company or investment 39 
trust includes seeking to maintain a constant share price. 40 

9.  Certificates of deferred property taxes as provided by section 41 
42-17309. 42 

10.  Treasurer's warrant notes issued pursuant to section 35-185.01 or 43 
registered warrants of a county issued pursuant to section 11-605, if the 44 
yield is equal to or greater than yields on eligible investment instruments 45 
of comparable maturities. 46 
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11.  Shares in the treasurer's local government investment pools 1 
pursuant to section 35-326 provided that investment policies of the pool seek 2 
to maintain a constant share price. 3 

12.  Shares in the treasurer's long-term local government investment 4 
pools, which terms are determined by the state board of investment, pursuant 5 
to section 35-326.01. 6 

13.  Subject to subsection D of this section, state transportation board 7 
funding obligations delivered pursuant to section 28-7678. 8 

14.  Deposits placed in accordance with the procedures prescribed in 9 
section 35-323.01. 10 

15.  Institutional common trust funds whose underlying investments are 11 
invested in securities allowed by state law. 12 

B.  In case of default or failure to honor a county treasurer's 13 
warrant, the state treasurer may withhold the first state shared revenues 14 
that would otherwise be distributed to the defaulting county in the amount 15 
necessary to honor the note, including accrued interest to and beyond the 16 
date of default. 17 

C.  The state treasurer may contract to loan securities owned by the 18 
trust funds and operating monies deposited in the investment pools pursuant 19 
to section 35-316, subsection B to the financial or dealer community through 20 
one or more of the entities listed in section 35-317, subsection A, or 21 
authorized by the board of investment pursuant to section 35-311, subsection 22 
E, if the borrower transfers collateral to the state treasurer or acting 23 
agent of the state in the form of cash or securities specified in subsection 24 
A of this section.  Collateral posted in the form of cash shall be in an 25 
amount equal to at least one hundred per cent PERCENT of the market value of 26 
the loaned securities as agreed.  Collateral posted in the form of securities 27 
shall be in an amount of no more than one hundred ten per cent PERCENT of the 28 
market value of the loaned securities as established from time to time by the 29 
board of investment.  The loaned securities shall be valued as to market 30 
value daily, and, if necessary, the borrower shall post additional 31 
collateral, as agreed, to ensure that the required margin is maintained.  The 32 
state treasurer may collect from the borrower all dividends, interest, 33 
premiums, rights and other distributions to which the lender of securities 34 
would otherwise be entitled.  The state treasurer may terminate the contract 35 
on not less than five business days' notice, as agreed, and the borrower may 36 
terminate the contract on not less than two business days' notice, as agreed. 37 

D.  The state treasurer shall invest operating monies in state 38 
transportation board funding obligations delivered pursuant to section 39 
28-7678 pursuant to the following:  40 

1.  The state treasurer shall liquidate investments of operating monies 41 
if necessary in order to invest in state transportation board funding 42 
obligations, except that if operating monies in the state general fund fall 43 
below an eight hundred million dollar average over the previous twelve 44 
consecutive months, the state treasurer is not required to purchase state 45 
transportation board funding obligations pursuant to this subsection. 46 
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2.  Each series of state transportation board funding obligations shall 1 
bear interest at a fixed interest rate equal to the mean bid-ask price of the 2 
United States treasury obligation with a maturity date closest to the 3 
maturity date of the state transportation board funding obligation as 4 
published most recently in the Wall Street Journal DETERMINED BY THE PRICING 5 
SYSTEM USED BY THE STATE TREASURER before the date the state treasurer 6 
receives a certificate from the state transportation board that states the 7 
board's determination to deliver an obligation to the state treasurer and the 8 
anticipated delivery date of the obligation.  The delivery date shall be 9 
between fifteen and sixty days after the day the state treasurer receives the 10 
certificate. 11 

3.  The state treasurer shall provide written notice to the state 12 
transportation board and the director of the department of transportation 13 
when the operating monies fall below four hundred million dollars.  If 14 
operating monies fall below two hundred million dollars, the state treasurer 15 
may call the investment in the state transportation board funding obligations 16 
in twenty-five million dollar increments up to the amount that the operating 17 
monies are below two hundred million dollars.  The state treasurer shall give 18 
the state transportation board and the director of the department of 19 
transportation at least fifteen days' notice of the call.  20 

Sec. 2.  Section 35-315, Arizona Revised Statutes, is amended to read: 21 
35-315. Servicing banks; qualifications; proposals 22 
A.  Any bank eligible to become an eligible depository having a total 23 

capital structure of ten million dollars or more and assets of two ONE 24 
hundred million dollars or more and being otherwise in a sound condition is 25 
eligible to be the servicing bank for the state. 26 

B.  On the first Monday in March of each year of award, The state board 27 
of investment shall provide for public notice to the banks qualified to be a 28 
servicing bank of the time and place at which servicing proposals will be 29 
received.  Requests for proposals shall clearly specify all services required 30 
to be performed by the servicing bank.  The servicing proposal submitted 31 
shall be the compensation for which the qualified bank will agree to perform 32 
the required services as a servicing bank for the ensuing period of 33 
designation as established by the board of investment.  The award shall be 34 
made for a period not to exceed five years and may be paid from general fund 35 
interest earnings according to rules adopted by the board of investment. 36 

C.  On the fourth Monday in April of the year of the award, The state 37 
treasurer shall receive the servicing proposals in writing.  Only those 38 
proposals that conform to the specifications set forth in the request for 39 
proposals shall be considered.  The qualified bank submitting the proposal 40 
with the highest value to this state, as determined by the state treasurer 41 
and the board of investment, shall be designated as the servicing 42 
bank.  Designations shall be evidenced by the signing of the final proposal 43 
by the state treasurer, the board of investment and the designee bank.  The 44 
state treasurer may maintain a bank account in conjunction with the servicing 45 
bank account, which must have on deposit at all times a sum of money 46 
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approximating the average dollar value of daily warrants paid by the bank the 1 
previous month.   2 

D.  The state treasurer may request and qualified banks may submit 3 
proposals for any or all of the services required.  The state treasurer may 4 
specify differing contract periods for any or all of the services required. 5 

E.  The state treasurer or servicing bank may terminate a servicing 6 
bank contract at any time after sixty days' prior written notice is given. 7 

F.  In addition to the services required of the servicing bank, the 8 
state treasurer shall contract for all other banking services required by any 9 
state agency.  No state agency shall contract for banking services except 10 
with the written permission of the state treasurer. 11 

G.  This section does not require the state treasurer to utilize a 12 
servicing bank. 13 

H.  This section or the specifications set forth in the request for 14 
proposals shall not be construed to require the servicing bank to purchase 15 
warrants. 16 

I.  Deposits and withdrawals of monies shall be made by the state 17 
treasurer on the servicing bank.  18 

Sec. 3.  Section 35-318, Arizona Revised Statutes, is amended to read: 19 
35-318.  Investment managers and advisors; treasury monies; 20 

investment services account 21 
A.  The state treasurer may enter into an agreement with investment 22 

managers to invest treasury monies or with advisors to recommend investment 23 
strategies or tactics for the investment of treasury monies, including legal 24 
advisors AND SOFTWARE TO ASSIST WITH THE ANALYSIS, TRACKING AND TRADING OF 25 
SECURITIES.  Qualification and selection of investment managers or advisors 26 
pursuant to this section are exempt from title 41, chapter 23 but must be 27 
conducted by a process that is substantially equivalent to procedures 28 
prescribed by title 41, chapter 23.  Managers or advisors who enter into a 29 
contract pursuant to this section shall be paid from earnings on investments. 30 
A contract established pursuant to this section may be annually renewable but 31 
shall be limited to a period of not more than three years.  A contract may be 32 
cancelled by the treasurer with forty-five days' written notice. 33 

B.  An agreement established pursuant to subsection A of this section 34 
shall require the investment manager to regularly account for, itemize and 35 
inventory all securities under management consistent with the requirements of 36 
section 35-317, subsections C, D and E and report the findings to the state 37 
treasurer at least monthly or on demand. 38 

C.  The state treasurer shall maintain an investment services account 39 
consisting of all monies for payment of contractual financial services 40 
authorized by this section.  The account shall consist of monies apportioned 41 
from the investment earnings of assets under management that are necessary 42 
for the payment of current contractual obligations. 43 

D.  Expenditures for investment management and advisory fees required 44 
by contract pursuant to subsection A of this section shall be paid on 45 
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approval of the state treasurer from the investment services account 1 
established by subsection C of this section.  2 

Sec. 4.  Section 35-324, Arizona Revised Statutes, is amended to read: 3 
35-324.  Investment of trust funds; loan of securities; sale of 4 

permanent endowment securities 5 
A.  The treasurer shall invest and reinvest monies of trust funds in: 6 
1.  Any and all of those securities permitted for the investment of 7 

public monies. 8 
2.  Fixed income securities of corporations organized and doing 9 

business in any state of the United States or the District of Columbia which 10 
carry one of the two highest ratings of Moody's investors service and 11 
Standard and Poor's rating service or their successors.  If only one of the 12 
above mentioned services rates the security, it must carry the highest rating 13 
of that service.  If a rating change occurs after purchase, it is not 14 
mandatory to sell the security. 15 

B.  Securities owned by the permanent endowment funds may be loaned to 16 
the financial or dealer community if securities which qualify under 17 
subsection A, paragraph 1 OF THIS SECTION are transferred to the state 18 
treasurer as collateral with market value from one hundred two per cent 19 
PERCENT to one hundred ten per cent PERCENT as established from time to time 20 
by the board of deposit of the par value of the securities loaned.  The 21 
securities used as collateral shall be "valued as to market value" weekly, 22 
and if necessary the borrower shall post additional collateral to insure that 23 
the excess margin is maintained. 24 

C.  Permanent endowment securities may be sold at a price below par or 25 
cost if the proceeds of the sale are reinvested in securities whose 26 
incremental yield will recover the dollar loss on the old securities.  The 27 
recovery period is from the time of sale until the shorter of the maturities 28 
of the sold securities or purchased securities.  29 
 
 
 
 
APPROVED BY THE GOVERNOR APRIL 1, 2015. 
 
FILED IN THE OFFICE OF THE SECRETARY OF STATE APRIL 2, 2015. 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


