VILLAGE OF VERNON HILLS
RESOLUTION 2023-019

A RESOLUTION ADOPTING A REVISED INVESTMENT POLICY SETTING THE
STANDARDS FOR THE INVESTMENT OF VILLAGE FUNDS

WHEREAS, it is necessary to provide direction for Village Officials responsible for the
stewardship of public funds for the Village of Vernon Hills; and

WHEREAS, an Investment Policy is a prudent method to set controls and standards regarding the
objectives, ethical standards, financial institutions and investment instraments permissible by an Illinois
municipality; and

WHEREAS, the State of Illinois previously enacted legislation known as The Public Funds
Investment Act (the “ACT”) 30 ILCS 235/) mandating that all units of government have a formal investment
policy in place; and

WHEREAS, the Village has not amended its investment policy since July 6, 2010.

NOW, THEREFORE, BE IT RESOLVED BY THE PRESIDENT AND BOARD OF TRUSTEES OF
THE VILLAGE OF VERNON HILLS, LAKE COUNTY, ILLINOIS, as follows:

SECTION 1: ADOPTION OF THE REVISED INVESTMENT POLICY — The Investment Policy,
attached as Exhibit A, is hereby approved and adopted by the Village Board.

SECTION 2: EFFECTIVE DATE - This Resolution shall be in full force and effective May 2, 2023.

SECTION 3: RESOLUTION NUMBER - This Resolution shall be known as Resolution Number 2023-
016,

Dated the 2°¢ of May, 2023.
Adopted by roll call votes as follows:
AYES: 5 — Oppenheim, Forster, Marquardt, Byrne, Koch

NAYS: 0 - None
ABSENT AND NOT VOTING: 2 — Schenk, Takaoka

by~ By

Roger L. Byrne, Village President
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. Trustees
| Thorh‘KQCh Michael Marquardt
David Oplpe'_:nﬁeim, MD Craig Takaoka
Nanc’v Forster Michael Schenk
Staff

Kevin Timony, Village Manager/Clerk

Thomas Lyons, Finance Director/Treasurer
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Village of
Investment Policy
Proposed May 2, 2023

1. Introduction

This Investment Policy (the “Policy”) of the Village of Vernon Hills, lllinois (the “Village”) defines
the parameters within which investment activities, through methods, procedures, and practices
that must be exercised to ensure effective and judicious fiscal and investment management of the
Village’s funds. The guidelines are intended to be broad enough to allow investment personnel to
function properly within the parameters of responsibility and authority, yet specific enough to
adequately safeguard the Village’s investment assets.

2. Policy

It is the policy of the Village to prudently manage its investment .pq'r_tfollio in a manner which will
ensure the preservation of principal while providing the best investment return with maximum
security while meeting the daily cash flow demands of the, \fi'lla’ge and.conforming to all federal,
state and local laws governing the investment of public _funjds.

The Village’s investment policy shall be adopted by Jresolu'tion by the Village Board. The policy shall
be reviewed on an annual basis by the Director of Finance/Treasurer and any modifications made
thereto must be approved by the Village Board. '

3. Purpose

The purpose of this Investment Policl;y is to éstablish the ih‘\.restment objectives, delegation of
authority, standards of prudence, ellglbje investments and transactions, internal controls,
reporting requirements, safekeeping, and custodial procedures necessary for the prudent
management of Village funds. .
4, Governing Authority ' ' ,-‘;
The investment program.of the Village shall‘bé operated in conformance with the Illinois Public
Funds Investment Act (30_ILCS' 235/) and any other governing legislation or legal requirements
applicable.See'lllinois Public Funds Investment Act attached.

5. Scope

This pohcy applies to the mvestment of all Village funds, excluding the investments of the Police
Pension Fund.:The covered funds, and any new funds created by the Village, unless specifically
exempted by thg-V[llage Board and this policy, are defined in the Village’s Annual Comprehensive
Financial Report (ACFR).

A. Pooling of Funds
Except for cash in certain restricted and special funds, the Village will consolidate cash reserve
balances from all funds, applicable, to maximize investment earnings and to increase
efficiencies regarding investment pricing, safekeeping, and administration. Investment income
will be allocated to the various funds based on their respective participation and in accordance
with general accepted accounting principles.

6. Objectives

The primary objectives, listed in priority order, of investment activities shall be safety, liquidity,
and return:
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A. Safety
Safety of principal is the foremost objective of the investment program. Investments shall be
undertaken in a manner that seeks to ensure the preservation of capital in the overall
portfolio. The objective will be to mitigate credit risk and interest rate risk.

B. Liguidity

The investment portfolio shall remain sufficiently liquid to meet all operating requirements

that may be reasonably anticipated. This is accomplished by structuring the portfolio so that

securities mature concurrent with cash needs to meet anticipated demands (static liquidity).
Furthermore, since all possible cash demands cannot be anth;pated the portfolio should

consist largely of securities with active secondary or resaie markets (dynamic liquidity).

Alternatively, a portion of the portfolio may be placed in money market mutual funds or local

government investment pools (LGIP) which offer same day Ilquidlty for short-term funds.

b

C. Return A
The investment portfolio shall be designed w1th the objectwe of attalning a market rate of
return throughout budgetary and economlc;ayc{tés conmdering the investment risk constraints
and liquidity needs. Return on investment is of. secondarv importance compared to the safety
and liquidity objectives described above. The core investments are limited to relatively low
risk securities in anticipation of sarmng a fair ret‘urn relative to the risk being assumed.
Securities shall generally be held until maturlty wnth the followmg exceptions:

e A security with declmlng credit rﬁay\be sold ear!y 10 minimize loss of principal.

e Selling a secunty/and reinveistmg t\\: proceeds that would improve the quality, yield, or
target duratlon m the port oho may he qndertaken

eds ofthe P rtfoho require that the security be sold.

° Unanhcupatedqumduty“i__

7. Standards of Care, \‘

The Vlllage Treasurer\gnd external Investment Advisors/Managers, if applicable, have a fiduciary
dutyzto ensure that thi Village funds are maintained, invested, and accounted for with care,
dlllgence, ﬁdellty, and so ‘,n‘fi business judgement in accordance with this policy.

A. De!egatmn of Auth rity

Authority ta manage the investment program is granted to the Finance Director/Treasurer,
hereinafter referred to as investment officer and derived from Illinois Compiled Statutes and
the Municipal Code of the Village of Vernon Hills. Responsibility for the operation of the
investment program is hereby delegated to the investment officer, who shall act in accordance
with established written procedures and internal controls for the operation of the investment
program consistent with this investment policy. At a minimum, procedures should include
reference to the following: safekeeping, delivery vs. payment, investment accounting, and
collateral/depository agreements. No person may engage in an investment transaction except
as provided under the terms of this policy and the procedures established by the investment
officer. The investment office shall be responsible for all transactions undertaken and shall
establish a system of controls to regulate the activities of subordinate officials.
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Vendors

The Village may engage an Investment Advisor/Manager to manage a portion or all the
Village’s investable assets on a discretionary basis within the Investment Policy guidelines and
lllinois State Statutes.

B. Prudence
The standard of prudence to be used by investment officials shall be the “prudent person”
standard and shall be applied in the context of managing an overall portfolio. Investment
officers acting in accordance with written procedures and this investment policy and exercising
due diligence shall be relived of personal responsibility for an mdiwdual security’s credit risk
or market price changes, provided deviations from expectatlons are reported in a timely
fashion and the liquidity and the sale of securities are camad out m accordance with the terms
of this policy. & o
&

A <

The “prudent person” standard states that,

“Investment shall be made with judgment: and care, under c:rcumstdncés then prevailing,
which persons of prudence, discretion, and mteihgence exercise in the management of
their own affairs, not for speculation, but for Jnvestment considering the probable safety
of their capital as well as the prcbab!e income tg-quenved.”

N
C. Ethics and Conflicts of Interest \ N : A
Except for pecuniary interests permh‘ged underthe Publlc Fu nds Investment Act (30 ILCS 235/),
no person acting as treasurer or finangial pfﬁcer or who is employed in any similar capacity by
or for the Village may‘do any. of.the foﬂow]ng

e Have any mtérest dlrer;t]y or |nd|reél\/, in any investments in which the Village is
authorized to inVest :

e Have_any mterest d[rectly or indirectly, in the sellers, sponsors, or managers of those
mvestments

\\ N

‘.-;:"’ Recelve in any\mhnner c0mpensahon of any kind from any investments in which the
"M_lllage is authorized to invest.

° Coﬁddé’t perso’h‘al investment transactions with the same individual(s) with whom
business | |s conducted on behalf of the Village.

8. Authorized Fmancnal Institutions, Depositories, and Broker/Dealers
A. Authorized Financial institutions, Depositories, and Broker/Dealers

The Finance Director/Treasurer shall maintain a listing of financial institutions and
depositories authorized to hold demand or time deposits and/or provide investment services.
No deposit of public funds shall be made with depositories that exceed the FDIC or
comparable insurance limits except in a qualified public depository as established by
resolution of the Village Board.

In addition, a list will be maintained of approved security broker/dealers selected by
creditworthiness and/or other factors, such applicable items outlined below.
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All financial institutions and broker/dealers who desire to become qualified for investment
transactions must supply the following as appropriate:

e Most recent audited financial statements demonstrating compliance with state and
federal capital adequacy guidelines,

e Broker/Dealer Only: Proof the firm is a primary dealer of government securities as listed
by the Federal Reserve Bank of New York or regional dealers that qualify under the
Securities and Exchange Commission Rule 15C3-1 (Uniform Net Capital Rule)

e Broker/Dealer Only: Proof of Financial Industry Regulatory Authorlty (FINRA) certification

e Proof of license/registration in the State of Illinois, 4

e Certification of having read and understood and agreemg to comply with the Village’s
investment policy. '

Periodic review of the financial condition and reg|strat|on of all qualtﬁed financial institutions

and broker/dealers shall be conducted by the mveétment officer.
y- b X
9. Safekeeping and Custody . O

./! >
A. Delivery vs. Payment . 4
All trades of marketable securities will be executed by deilvery vs. payment (DVP) to ensure
that securities are deposited in an‘el' ‘lb_,le custody account prior to the release of funds.

\ "\ 9 \\

L

B. Safekeeping . 4
Securities will be held by an independent thjrd party Custodian selected by the Village and
held in the Village’s name. The safek erkﬁ)ng institution shall annually provide a copy of their
most recent report oninternalc ntrols s rvuce Organization Control Report (SOC1) (farmerly
70 or SAS 70) prepared in '«Jsctordance W\Jth the Statement on Standards for Attestation
Engagements (SSAE) No. __1,6/(effect|_ve J.upx 5,2011).

C. Internal Controls 4
The mvestment ofﬁcer shaII establish a system of internal controls, which shall be documented
in wrm ng. The mterpal cont}'ols shall be reviewed annually by the investment officer and with
the Independent auj1 r. The controls shall be designed to prevent the loss of public funds
arising. from fraud, e joyee error, misrepresentation by third parties, unanticipated changes
in ﬁnancial markefs, or imprudent actions by employees and officers of the Village.

10. Suitable and Authgrized Investments

A. Investment Types
Consistent with the GFOA Policy Statement on State and Local Laws Concerning Investment
Practices and other binding documents, the following investments will be permitted by this

policy:

e U.S. Treasury obligations which carry the full faith and credit guarantee of the United
States government;

e U.S. government agency including government sponsored enterprise (GSE) obligations
that have a liquid market with a readily determinable market value;
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e Interest-bearing savings accounts, Certificates of deposit (CDs), other time-deposits at
financial institutions or any other investments constituting direct obligations of any bank
as defined by the lllinois Banking Act;

e Short-term obligations (Commercial Paper) of corporations organized in the United States
with assets exceeding $500,000,000, rated at A-1, P-1, F-1, D1 or better by 2 nationally
recognized rating agencies maturing not later than 270 days from the date of purchase,
and the purchase does not exceed more than 10% of the corporation’s outstanding
ohligations;

e Obligations of corporations organized in the United S_t_é"_(eé with assets exceeding
$500,000,000, rated at A, A3 or better by 2 nationally re;;déh‘fied rating agencies maturing
more than 270 days but less than 3 years from the, date of purchase, and the purchase
does not exceed more than 10% of the corporahon S outstanding obllgahons

e Qbligations of state and local governments and publlc authorities' rated A, A2 or better;

e |llinois Metropolitan Investment Fund (IMET) ¢ it

e Money market mutual funds regulated by the Securmes and Exchange Commission (SEC)
and whose portfolios consist only of dollar—dehommated securities; and

e Local government investment poqls elther -state- admmistered or developed through joint

powers statutes and other mtergovernmental agreement legislation.
\ / 4 &
B. Derivatives and Repurchdse Agreeme G

Derivatives and repur'chase agreements arinot permissible under this policy.

C. Collaterahzahon P
Where allowed bv goverﬁmg Iegislatlon and in accordance with the GFOA Recommended
Practices on;the Collaterallzann of Public Deposits, full collateralization will be required on
all demand deposit accounts, including check accounts and non-negotiable certificates of
1 depomt to the extent the depOSIts exceed the limits of the FDIC coverage. To anticipate market
ﬂuctua‘nons and prowd a level of security for all funds, the required collateralization level will
‘ be 105% of the ma)ket value of the projected maximum deposits held in excess of FDIC
| coverage: ]Irmts /
|

A

Acceptable co][ateral will be limited to any government or government sponsored agency
| issued securities allowed under this policy as an authorized investment or letters of credit may

be pledged in lieu of securities. Such letters of credit must be issued by a federal agency or

government sponsored enterprise (GSE) (e.g., Federal Home Loan Bank) and be irrevocable.

\ 11. Investment Diversification & Constraints

A. Diversification
‘ It is the policy of the Village to diversify its investment portfolio. To reduce risk of loss resulting
from the over-concentration of assets in a specific maturity, issuer, or class of securities, all
‘ cash and cash equivalent assets in all Village funds shall be diversified by maturity, issuer, and
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security type. Diversification strategies shall be determined and revised periodically by the
investment officer for all funds except for the Police Pension Fund.

In establishing specific diversification strategies, the following general policies and constraints
shall apply: Portfolio maturities shall be staggered to avoid undue concentration of assets in a
specific maturity sector. Maturities selected shall provide for stability of income and
reasonable liquidity to meet the daily obligations of the Village.

The investment officer shall establish guidelines to identify funds needed to meet the daily
obligations of the Village (operating funds), minimum operating reserves and funds to be
invested in a core investment portfolio. This will allow necessa’ry funds to remain liquid to
meet daily needs while allowing the core investment pprtfollo to be held to maturity,
mitigating the impact of market or interest rate risk on the portfoho To mitigate liquidity risk,
operating funds are to remain liquid in demand de[b05|ts held In Vlllage bank accounts.
Operating reserves can be held in demand deposlt accounts or myested in any allowable
investment type with a duration less than 90 davs and a maximum %Bv Instrument of 100%
as outlined in the table below. The followmg diversmcaﬂoh limitations shall be imposed on
the core investment portfolio to mitigate defau!:t and, rh,atur!ty risk:

Core Portfolio Maximums

Maxlmum

‘T — Maximum

A % by % or $ by | Maximum
Instrument . \\ & ‘Instrument |  lssuer Maturity
U.S. Treasuries : \\ \ \ 100% 100% 5 years
u.s. Government Agenues (ll?ludes GSE%) ) 80% 20% 5 years
Local Government Investment Pools'(LGIP) 100% n/a n/a
Certificates of Deposnts (CDs 100% | FDIC Coverage| 5 years
Municlpal Bonds A 50% 5% 5 Years
y - -
Maney Market Mut’)uajl Funds 100% n/a n/a
Commgrcna_l Papgp y 33% 5% 270 days
Corporaté“qbl:igﬁhfdns 33% 5% 3 years

B. Competitive Offers/Bids

The investment officer shall obtain competitive bids from at least two brokers or financial
institutions on all purchases and sales of investment instruments transacted on the secondary
market.

When purchasing original issue securities, no competitive offerings will be required as all
brokers and financial institutions will offer those securities at the same original issue price.
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12. Reporting

A.

Methods
The investment officer shall prepare an investment report at least quarterly, including a
management summary that provides an analysis of the status of the current investment
portfolio and the individual transactions executed over the last quarter. This management
summary will be prepared in a manner which will allow the Village to ascertain whether
investment activities during the reporting period have conformed to the investment policy.
The report should be provided to the Village Manager and the V|Ilage Board. At a minimum,
the report will include the following: y
e Listing of individual securities held at the end of the reportlng period including type,
acquisition cost, book cost, and market value. ,,/,
e Average weighted return on investments as compared to apphcable benchmarks.
e Percentage of the total portfolio which each’type of |nvesth1ent represents.
e Astatement that the investment portfollé is'in compliance with. the investment policy
and is meeting the investment pollcyfbbjechves/ N

Performance Standards \ y
The investment portfolio will be managed in accoi'dj ‘ce with the parameters specified within
this policy. The portfolio shou:f obtam a markef :average rate of return during a
market/economic environment of ta e interest rates A eries of appropriate henchmarks
shall be established against which pof; qllo pe’rformanqe shall be compared on a regular basis.
The benchmarks shall be reﬂec‘nve of the actual securities being purchased and risks
undertaken, and the bench;larks shal heve a similar weighted average maturity as the

portfolio. /%) \

Marking to Market _ :
The market value of the nortfoho shaII be calculated at least quarterly and a statement of the
market’ Value of the poﬂ:fo[la shall be issued at least quarterly. This will ensure that review of
the; investment por\l.j_fb,ho, m‘tgrms of value and price volatility, has been performed consistent
u\‘}ii\:_ﬁitbe GFOA Best ',ra'j:tices on “Mark-to-Market Reporting for Public Investment Portfolios.”

<
-y

G
13. List of Attachmients &~

A.

lllinois Public Eufids Investment Act (30 ILCS 235/)

/

b
v
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Information maintained by the Legislative Reference Bureau
Updating the database of the lllinois Compiled Statutes (ILCS) is an ongoing process. Recent laws may not yet be
included in the ILCS database, but they are found on this site as Public Acts soon after they become law. For information
concerning the relationship between statutes and Public Acts, refer to the Guide.

Because the statute database is maintained primarily for legislative drafting purposes, statutory changes are sometimes
included in the statute database before they take effect. If the source note at the end of a Section of the statutes includes a
Public Act that has not yet taken effect, the version of the law that is currently in effect may have already been removed
from the database and you should refer to that Public Act to see the changes made to the current law.

FINANCE
(30 ILCS 235/) Public Funds Investment Act.

(30 ILCS 235/0.01) (from Ch. 85, par. 900)

Sec. 0.01. Short title. This Act may be cited as the Public
Funds Investment Act.
(Source: P.A. 86-1324.)

(30 ILCS 235/1) (from Ch. 85, par. 901)

Sec. 1. The words "public funds", as ug@d“in\g mean
current operating Zfunds, special fundsjghiﬁterest\\fhg sinking
funds, and funds of any kind or character belonging to in the

custody of any public agency. V- 9
The words "public agency", agﬁ%&éd in gbbis Act, mean the
State of Illinois, the wvarious "Lnties{j/ﬁownships, cities,
towns, villages, school districts, C
special road districts, public wate§§:$ pply districts, fire
protection districts, drain e \'I’ ee districts, sewer
districts, housing authorii bs Bank Examiners'
Education Foundation, the Chi ict, and all other
political corporations or subt 15 1OD'S the State of Illinois,
now or hereafter created, whe !
or not. This Act gﬁééﬁ @g apply to the Illinois Prepaid Tuitien
Trust Fund, prig@%ﬁ'fun ed by the Illinois Conservation
Foundation, og"énsion inds or'iﬁtirement systems established
under the Illiﬁﬁis ngs 'ﬁcept as otherwise provided in
that Code. TH}%FHA £ does “not’ apply to the Illinois State
\ﬂpgggtment of State funds shall be governed by

r 4

s

@s_\f"ﬁ\tat‘&{t}ig{meys Act.

qg?vernmﬁﬁggl unit", as used in this Act, have the
sa meaning as Jthe‘Lﬁbal Government Debt Reform Act.
[ ‘jf?, eff. 8-6-21.)

~g; (from Ch. 85, par. 902)
herized investments.

{a) ﬁ@@V/public agency may invest any public funds as
follows: b

(1) in bonds, notes, certificates of indebtedness,
treasury bills or other securities now or hereafter issued,
which are guaranteed by the full faith and credit of the
United States of America as to principal and interest;

(2) in bonds, notes, debentures, or other similar
obligations of the United States of America, its agencies,
and its instrumentalities;

(3) in interest-bearing savings accounts,
interest-bearing certificates of deposit or interest-bearing
time deposits or any other investments constituting direct
obligations of any bank as defined by the Illinois Banking
Act;

(4) in short-term obligations of corporations
organized in the United States with assets exceeding
$500,000,000 if (i) such obligations are rated at the time
of purchase at one of the 3 highest classifications




established by at least 2 standard rating services and which
mature not later than 270 days from the date of purchase,
{ii} such purchases do not exceed 10% of the ccrporation’s
outstanding obligations, and {iii) no more than one-third of
the public agency's funds may be invested in short-term
obligations of corporations under this paragraph (4};

{4.5) in obligations of corporations crganized in the
United States with assets exceeding $500,000,000 if (i) such
obligations are rated at the time of purchase at one of the
3 highest classifications established by at least 2 standard
rating services and which mature more than 27C days but less
than 3 years from the date of purchase, (ii) such purchases
do not exceed 10% of the corporation's outstanding
obligations, and (iii) no more than one-third of the public
agency's funds may be invested in obligations of
corporations under this paragraph {4.5); or

{5) in money market mutual funds registered gander the
Investment Company Act of 1940, provided tha the portfolio
of any such money market mutual fund : limited to
obligations described in paragraph ({1 (2y of this
subasection and to agreements to repurchaBs sughicobligations.

this Act, a municipality, park
district, conservation district,
unit may invest its public funds j
any county, township, city, ;
municipal corporation, or school
Tllinois, of any other state, or of an¥§
agency of the State of Illifeis or of

ct, forest - preserve
or other go i
bearing
corporated town,
: of the State of
itical subdivision or
wother state, whether

the interest earned theret axable tax-exempt under
federal law. The bonds shal%%%e 5 the name of the
municipality, park distri preserve district,

conservation districg
held under a custg
rated at the tjd
classificationg
recognized eXxp

‘overnmental unit, or
at a bank. The bonds shall be
ithin the 4 highest general
ating service of natiocnally
honds of states and their

ay be made only in banks which are insured
Insurance Corporation. Any public agency
_ nds in short term discount obligations
ationd}” Mortgage Association or in shares or
rities legally issuable by savings banks or
ssociations incorporated under the laws of
other state or under the laws of the United

States. ¥ s may be made only in those savings banks or
savings 4 associaticns the shares, or Ainvestment
certificates which are insured by the Federal Depasit

Insurance Corporation. Any such securities may be purchased at
the offering or market price thereof at the time of such
purchase. All such securities so purchased shall mature or be
redeemable on a date or dates prior to the time when, in the
judgment of such governing authority, the public funds so
invested will be required for expenditure by such public agency
or its governing authority. The expressed judgment of any such
governing authority as to the time when any public funds will be
required for expenditure or be redeemable is final and
conclusive. Any public agency may invest any public funds in
dividend-bearing share acccunts, share certificate accounts or
class of share accounts of a credit union chartered under the
laws of this State or the laws of the United States; provided,
however, the principal office of any such credit union must be
located within the State of Illinois. Investments may be made
only in those credit unicns the accounts of which are insured by
applicable law.




{c) For purposes of this Section, the term "agencies of tThe
United States of America" includes: {i) the federal land banks,
federal intermediate credit kanks, banks for cooperative,
federal farm credit banks, or any other entity authorized to
issue debt obligations under the Farm Credit Act of 1971 (iz2
U.5.C. 2001 et seq.) and Acts amendatory thereto; (i1i) the
federal home loan banks and the federal home loan mortgage
corporation; and ({(iii) any other agency created by BAct of
Congress.

(d) Except for pecuniary interests permitted under
subsection (f) of Section 3-14-4 of the Illinois Municipal Code
or under Section 3.2 of the Public Officer Prohibited Practices
Act, no person acting as treasurer or financial officer or who
is employed in any similar capacity by or for a public agency
may do any of the following:

(1) have any interest, directly or indirectly, in any

investments in which the agency is authorized‘ggginvest.

{2) have any interest, directly or indireg%@%, in the

(3) receive, in any manner, compensat y
from any investments in which the aga%?ﬁ isg thorized to
invest.

(e} Bny public agency may also ingg
Public Treasurers' Investment Pool c#ested under Sect 17 of
the State Treasurer Act. Any publi :
public funds in a fund managed, op8&g
bank, subsidiary of a bank, or subj
company or use the services of such an
or advise regarding the invg@bment of an

{(f) To the extent a pu

! administered by a
of a bank holding

All earnings accruing on any
s¥ant to the provisions of this
Blic agency by or for which such
ts were made, except as provided otherwise
the State Finance Act or the Local
ion Act, and except where by specific
; earnings are directed to be credited
ticular fund.
agency may purchase or invest in repurchase
rnment securities having the meaning set out
f Securities Bct of 1986, as now or hereafter
reeded, subject to the provisions of said Act and
the regqulatitns issued thereunder. The government securities,
unless registered or inscribed in the name of the public agency,
ghall be purchased through banks or trust companies authorized
to do business in the State of Illincis.

{h} Except for repurchase agreements of government
securities which are subject to the Government Securities Act of
1986, as now or hereafter amended or succeeded, no public agency
may purchase or invest in instruments which ceonstitute
repurchase agreements, and no financial institution may enter
into such an agreement with or on behalf of any public agency
unless the instrument and the transaction meet the following
requirements:

{1) The securities, unless registered or inscribed in
the name of the public agency, are purchased through banks
or trust companies authorized to do business in the State of
Iilinois.

(2) An authorized public officer after ascertaining




which firm will give the most favorable rate of interest,
directs the custodial bank to "purchase" specified
securities from a designated institution. The "custodial
bank" is the bank or trust company, or agency of government,
which acts for the public agency in connection with
repurchase agreements involving the Ilnvestment of funds by
the public agency. The State Treasurer may act as custodial
bank for public agencies executing repurchase agreements. To
the extent the Treasurer acts in this capacity, he is hereby
authorized to pass through to such public agencies any
charges assessed by the Federal Reserve Bank.
{3) A custedial bank must be a member bank of the

Federal Reserve System or maintaln accounts with member
banks. &All transfers of ©book-entry securities must be
accomplished on a Reserve Bank's computer records through a
member bank of the Federal Reserve System. These securities

{6) The public agency enters i
repurchase agreement whi
responsibilities and liabiliti )

(7) Agreements shall be for pes
less,

(8) The authorized p

basic
6f 330 days or

he public
ing of the maturity

Je ¥ very of and

custody for the account of
the transaction in writing to
ial Undertaking shall provide
that the ssession of the securities
exclusive. b ncy; that the securities are
free of an iris % the trading partner; and any

~ustodian are subordinate to the public

tons purchased by a public agency may

présented for redemption or payment by the

nk or trust company holding the obligations

instruction of the public agency or officer

make such investments.

ustodial bank shall be liable to the puklic
agency any monetary leoss suffered by the public agency
due to he failure of the custodial bank to take and
maintain possession of such securities.

(1) Notwithstanding the foregoing restrictions on investment
in instruments constituting repurchase agreements the Illinois
Housing Development Authority may invest in, and any financial
institution with capital of at least $250,000,000 may act as
custodian for, instruments that constitute repurchase
agreements, provided that the Illinois Housing Development
Authority, in making each such investment, complies with the
safety and soundness guidelines for engaging in repurchase
transactions applicable to federally insured banks, savings
banks, savings and Jloan associations or other depository
institutions as set forth in the Federal Financial Imstitutions
Examination Council Policy Statement Regarding Repurchase
Agreements and any regulations issued, or which may be issued by
the supervisory federal authority pertaining thereto and any
amendments thereto; provided further that the securities shail




be either (i} direct general obligations of, or obligaticns the
payment of the principal of and/or interest on which are
unconditionally guaranteed by, the United States of America or
{ii) any obligations of any agency, corporation or subsidiary
thereof controlled or supervised by and acting as an
instrumentality of the United States Govermment pursuant ©o
authority granted by the Cecngress of the United States and
provided further that the security interest must be perfected by
either the Illinois Housing Development Authority, its custodian
or its agent receiving possession of the securities either
physically or transferred through a nationally recognized book
entry system.

(3} In addition to all other investments authorized under
this Section, a community college district may invest public
funds in any mutual funds that invest primarily in corporate
investment grade or global govermment short term bonds.
Purchases of mutual funds that invest primarily in global
government short term bonds shall be limited g funds with
assets of at least 3100 million and that are d at the time
of purchase as one of the 10 highest classifi s established
by a recognized rating service. The investng] be subiect
trustees.

regarding the percentage of the col
that can be invested in such funds.

Nothing in this Sectien shall
intergovernmental risk management e

(Source: P.A. 102-285, eff

{30 ILCS 235/2.3)
Sec. 2.3. Russian or
Notwithstanding anzﬁg
agency shall not 4
sovereign debt,
securities, any’
is domiciled
Belarus, or an
is subjec

Belarusian government-backed
ment issued by an entity that
lace of business in Russlia or
trument ilssued by a company that
Harmful Foreign Activities Sanctions, as
under Section 1-110.16 of the Illincis
not invest or deposit public funds in
idiled or has its principal place of
or Belarus or in any other financial
domiciled or has its principal place of
or Belarus or that is subject to Russian
tivities Sanctions.
H2-1108, eff. 12-21-22.)

Harmful
(Source:

{30 ILCS 235/2.5)

Sec. 2.5. Investment policy.

{a) Investment of public funds by a public agency shall be
governed by a written investment policy adopted by the public
agency. The level of detail and complexity of the investment
policy shall be appropriate to the nature of the funds, the
purpose for the funds, and the amount of the public funds within
the investment portfolico. The policy shall address safely of
principal, liquidity of funds, and return on investment and
shall require that the investment portfolio be structured in
such manner as to provide sufficient liquidity to pay
obligations as they come due. In addition, the investment policy
shall include or address the following:

(1) a listing of authorized investments;
{2) a rule, such as the "prudent person rule™,




establishing the standard of care that must be maintained by
the persons investing the public funds;

({3) investment guidelines that are appropriate to the
nature of the funds, the purpose for the funds, and the
amount of the public funds within the investment portfolic;

{4) a policy regarding diversification of the
investment portfolio that is appropriate to the nature of
the funds, the purpose for the funds, and the amcunt of the
public funds within the investment portfclio;

{5) guidelines regarding collateral requirements, if
any, for the deposit of public funds in a financial
institution made pursuant to this Act, and, if applicable,
guidelines for contractual arrangements for the custedy and
safekeeping of that collateral;

{6) a policy regarding the establishment of a system
of internal controls and written operational procedures
designed to prevent losses of funds that might arise from
fraud, employee error, misrepresentation by Hird parties,
or imprudent actions by employees of the e

L controls
nvestment

who is responsible for establishing ug?yin
and written procedures for the operapion of t
program;

(8) performance measures that ApE appropriate t
nature of the funds, the purp

eriodic review of

the investment portfolio, its eff eness in meeting the
public agency's needs i ity, rate of return,
and diversification, and pbrmance ;

(10) a policy establ arterly written
reports of investment a s By “the public agency's
chief financial .@fd ission to the governing body
and chief el of the public agency. The
reports shad ion regarding securities in
the portigl , book walue, income earned,
t .wﬁrt date;
egarding e selection of investment
anagers, and financial institutions; and
garding ethics and conflicts of

tmert policy shall include a statement that
and decision—useful sustainability factors
gqularly considered by the agency, within the
al and fiduclary prudence, in evaluating
Such factors include, but are not limited
governance and leadership factors; (ii)
envirenmental factors; {iii) social capital factors; (iv) human
capital factors; and (v) business model and innovation factors,
as provided under the Illincis Sustainable Investing Act.

(k) For purposes of the State or a county, the investment
policy shall be adopted by the elected treasurer and presented
to the chief executive officer and the governing body. For
purposes of any other public agency, the investment policy shall
be adopted by the governing body of the public agency.

{c) The investment policy shall be made available to the
public at the main administrative office of the public agency.

(d) The written investment policy required undexr this
Section shall be developed and implemented by January 1, 2000.
{Source: P.A. 101-473, eff. 1-1-20.)

{30 ILCS 235/2.10)
Sec. 2.10. Unit of local government; deposit at reduced rate
of interest. The treasurer of a unit of local government may, in




his or her discretion, deposit public moneys of that unit of
local government in a financial institution pursuant to an
agreement that provides for a reduced rate of interest, provided
that the institution agrees to expend an amount of money equal
to the amount of the reduction for senior centers.

{Source: P.A. 93~246, eff. 7-22-03.)

(30 ILCS 235/3) {from Ch. 85, par. 903}
Sec., 3. If any securities, purchased under authority of
Section 2 hereof, are issuable to a designated payee or to the
order of a designated payee, then the public agency shall be so
designated, and further, if such securities are purchased with
money taken from a particular fund of a public agency, the name
of such fund shall be added to that of such public agency. If
any such securities are registerable, either as te principal or
interest, or both, then such securities shall be sc registered
in the name of the public agency, and in the name the fund to
which they are to be credited.
(Source: Laws 1943, vol. 1, p. 951.)

{30 ILCS 235/4) (from Ch. 85, par. 904) <

Sec, 4., All securities purchased undafh:
Act shall be held for the benefit ofgl
purchased them, and 1if purchased ¢
particular fund, such securities shd e
tc be a part of such fund, and slgll baﬁ% d for the benefit
e deposited and held
in a safe place by the person or persoif aving custody of the
fund to which they are cre g rson Qr persons are
responsible upon his oxr t i
safekeeping of all such secuifiies ecu¥ities purchased by
any such public agency under 58 fhis Act, may be sold
at any time, at th arket price thereof, by the
governing authorit# agency. Except as provided in
Section 4.1 ofd: tion to State finance", all
payments rec or interest, or otherwise,
derived from 2 ghall be credited to the public
agency and to “for which such securities were

(from Ch. 85, par. 905)

Act, without reference to any other statute,

1 and complete autherity for the investment

s hereinabove provided, and shall be construed
tEitgn@l” and alternative method therefor.

{Source: LawWg 943, wvol. 1, p. 851.)

(30 ILCS 235/6) (from Ch. 85, par. 206)
Sec. 6. Report of financial institutions.
fa) No bank shall receive any public funds unless it has
furnished the corporate authorities of a public agency
submitting a deposit with copies of the last two sworn
statements of resources and liabilities which the bkank is
required to furnish to the Commissioner of Banks and Real Estate
or to the Comptroller of the Currency. Each bank designated as a
depository for public funds shall, while acting as such
depository, furnish the corporate authorities of a public agency
with a copy of all statements of resources and liabilities which
it is required to furnish to the Commissicner of Banks and Real
Kstate or to the Comptroller of the Currency; provided, that if
such funds or moneys are deposited in a bank, the amcunt of all
such deposits not collateralized orx insured by an agency of the
federal government shall not exceed 75% of the capital stock and




surplus of such bank, and the corporate autherities of a public
agency submitting a deposit shall not bke discharged from
responsibility for any funds or moneys deposited in any bank in
excess of such limitation.

(b) No savings bank or savings and loan association shall
receive public funds unless it has furnished the corporate
authorities of a public agency submitting a deposit with copies
of the last 2 sworn statements of resources and liabilities
which the savings bank or savings and loan association is
required to furnish to the Commissioner of Banks and Real Estate
or the Federal Deposit Insurance Corporation. Each savings bank
or savings and loan association designated as a depository for
public funds shall, while acting as such depository, furnish the
corporate authorities of a public agency with a copy of all
statements of resources and liabilities which it is required to
furnish to the Commissioner of Banks and Real Estate or the
Federal Deposit Insurance Corporation; provided,é%&at if such
funds or moneys are deposited in a savings bank 48 savings and
loan association, the amount of all sugli?deposits not
collateralized or insured by an agency of th al government
shall not exceed 75% of the net worth of ings bank or
savings and loan association as defined ] i
Insurance Corporation, and the corporat
agency submitting a deposit shall
responsibility for any funds or mo
bank or savings and loan assd¥
limitation.

{c) No credit union shall receive ¢ funds unless it has
furnished the corporate gylthorities a public agency
submitting a share deposit Hieopies o last two reports
of examination prepared 3 o “'to the Illinois
Department of Financial 1In i the National Credit
Union Administratio designated as a
depository for : Hall, while acting as such
depository, furn uthorities of a public agency
with a copy 1 examination prepared by or

sted in any ®avings
excess of such

are invested in a credit union account, the
iwvestments not collateralized or insured by

! 50% of the unimpaired capital and
redit wunion, which shall include shares,
ed earnings and the corporate authorities of

union in & of such limitation.

(dy Wh er a public agency deposits any public funds in a
financial institution, the public agency may enter into an
agreement with the financial institution requiring any funds not
insured by the Federal Deposit Insurance Corporation or the
Mational Credit Union Administration or other approved share
insurer to be collateralized by any of the following classes of
securities, provided there has been no default in the payment of
principal or interest thereocon:

{1} Bonds, notes, or other securities constituting
direct and general obligations of the United States, the
bonds, notes, or other securities constituting the direct
and general obligation of any agency or instrumentality of
the United States, the interest and principal of which is
unconditionally guaranteed by the United States, and bonds,
notes, or other securities or evidence of indebtedness
constituting the obligaticn of a G.8S. agency or
instrumentality.

(2) Direct and general obligation bonds of the State




of Illinois or of any other state of the United States.

{3) Revenue bonds of this State or any authority,
board, commission, or similar agency thereof.

{4) Direct and general obligation bonds of any city,
town, county, school district, or other taxing body of any
state, the debt service of which is payable from general ad
valorem taxes.

(5) Revenue bonds of any city, town, county, or
school district of the State of Tllinois.

{6) Obligations issued, assumed, or guaranteed by the
International Finance Corporation, the principal of which is
not amortized during the life of the obligation, but no such
obiigation shall be accepted at more than 90% of its market
value.

{(7) Illinois Affordable Housing Program Trust Fund
Bonds or Notes as defined in and issued pursuant to the
Illinois Housing Development Act.

{8) In an amount equal to at least market
that amount of funds deposited exceedipgh
limitation provided by the Federal
Corporation or the National Credit Uni
other approved share insurer: Af}m

[t

mortgages, (iii) letters of creditéﬁgfued by a Fa&d 1 Home

Loan Bank, or (iv) loans covered
the Illinois Farm Development SRBgt, ifé%%@at guarantee has

; ghority under Section
ity Act, and loans

been assumed by the Illinois Fina
Article 830 of the

o

ue of

the insurance
Insurance
‘tration or

e

845-75 of the Illinois Finance

rtificates
ledging them as

(9) Certificates of
issued to the deposit
security. The public ag
amount of 125%
Such certificad

the public agency deposit.
gshare certificate shall:
., the Federal DReposit
Federal Savings and Loan
the National Credit Union
2 or dssued by a depository
which 1is rated within the 3 highest
established by at least one of the 2

by a financial institution having
5,000,000 or more; and
issued by either a savings and lcan
6h having a capital to asset ratio of at least
bank having a capital to asset ratioc of at
leas or by a credit union having a capital to asset
ratic of at least 4%,

The depository institution shall effect the assignment of
the certificate of deposit or share certificate to the public
agency and shall agree that, in the event the issuer of the
certificate fails to maintain the capital to asset ratio
required by this Section, such certificate of deposit or share
certificate shall be replaced by additiocnal suitable security.

{e) The public agency may accept a system established by the
State Treasurer to aggregate permissible securities received as
collateral from financial institutions in a collateral pool to
secure public deposits of the institutions that have pledged
securities to the pool.

{(f) The public agency may at any time declare any particulax
security ineligible to qualiify as collateral when, in the public
agency's judgment, it is deemed desirable to do so.

{g} Notwithstanding any other provision of this Section, as
security a public agency may, at its discretion, accept a bond,




executed by a company authorized to transact the kinds of
business described in clause (g) of Section 4 of the Illinois
Insurance Code, in an amount not less than the amount of the
deposits required by this Section to be secured, payable to the
pukblic agency for the benefit of the People of the unit of
government, in a form that is acceptable to the public agency.
(h) Paragraphs (a), (b), (c¢), (d), (e}, (£}, and (g) of this
Section do not apply to the University of Illinois, Southern
filinois University, Chicagoc State University, Eastern Iliinois
University, Governocrs State University, Illinois State
University, Northeastern Illineis University, Northern Illinois
University, Western Illinocis University, the Cooperative
Computer Center and public community colleges.
(Source: P.A. 95-331, eff. 8-21-07.})

(3¢ ILCS 235/6.5})

Sec. 6.5. Federally insured deposits at I11i
institutions.

(a} Notwithstanding any other provision o
other statute, whenever a public agency inve
an interest-bearing savings account, demgl
interest-bearing certificate of depesily, “or int
time deposit under Section 2 of thigghct, the pri
Section 6 of this Act and any otly statutory req
pertaining tc the eligibility of receive
public deposits or to the pledgindgs: ,
secure public deposits do not appl' ny bank receiving or
holding all or part of the invested ic funds if {i) the
public agency initiates théesinvestment or through a bank
located in Illinois and (i lic funds are at
all times fully insured by instfumentality of the
federal government.

pis Cinancial

is Act or any
blic funds in
it account,
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‘ntended to:

y from requiring the bank
astment of public funds is
agency with the information
on (a), (b)Y, or (c) of Section
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ohibited from doing so by any rule,
'ssued by a regulatory agency or by a

s of this Section, the term "bank™ includes
any pers " banking business whether subject to the laws
of this o4 Fher jurisdiction.

(Scurce: 88-703, eff. 7-7-14; 9%8-756, eff. 7-16-14; 99-78,
eff. 7-20-157

{30 TLCS 235/7) (from Ch. 85, par. 907)

Sec. 7. When investing or depositing public funds, each
custodian shall, to the extent permitted by this Act and by the
lawful and reasonable performance of his ocustodial duties,
invest or deposit such funds with or in minority-owned financial
institutions within this State.

(Source: P.A. B4-754.)

(30 TLCS 235/8)
Sec. 8. Consideration of financial institution's commitment
to its community.

{a} In addition to any other reguirements of this Act, a
public agency shall consider the financial institution's record
and current level of financial commitment to its local community
when deciding whether to depcsit public funds in that financial




institution. The public agency may consider factors including,
but not necessarily limited to:

{1) for financial institutions subject to the federal
Community Reinvestment Act of 1977, the current and
historical ratings that the financial dinstitution has
received, to the extent that those ratings are publicly
available, under the federal Community Reinvestment Act of
1977;

{2} any changes in ownership, management, policies,
or practices of the financial institution that may affect
the level of the financial institution's cemmitment to its
community;

{3) the financial impact that the withdrawal or
denial of deposits of public funds wmight have on the
financial institution;

{4) the financial impact to the public agency as a
result of withdrawing public funds or refusipg, tc deposit

fgdtion; and
(5) any additional burden on the resourg of the
public agency that might result from ¢ to maintain
deposits of public funds at the financi

consideration. B :
{a-5) Effective January 1, 2022 public fundd, may be
deposited in a financial institut subject to thE'iﬁ deral

Community Reinvestment Act of 1977
current rating of satisfactory*‘
Community Reinvestment Act of 1977.
hblic funds, the public
itutions that have a
current rating of outsta ederal Community
Reinvestment Act of 1977.
(b} Nothing in
authorizing the pub
investigation ofg
information tha

n =shall be construed as
conduct an examination or
institution or to receive

commn i “$ipancial institutions. Municipalities and
up'ﬁb $250,000 per year in public funds in
unity development financial dinstitutions
acros i igfions. These financial institutions must have

at lea 0 in net assets and have earned at least an
"A" rati investment rating organization that primarily
provides ices for community development financial

institutions. Investments made under this Section shall be made
for a term and at a rate acceptable to the municipality or
county and the municipality or county may set benchmarks in
order +to continue investing in the not-for-profit community
development financial institution.

{Source: P.A. 99-676, eff. 7-29-16.}




