


Fairbanks North Star Borough
809 Pioneer Road . P.O.Box 1267 . Fairbanks. Alaska 99707 . 907/452-4761
May 3, 1991

Ben A. Barrera

Vice President, Corporation Relations
National Bank of Alaska

P. 0. Box 100600

Anchorage, Alaska 99510-0600

Dear Mr. Barrera:

It was a pleasure to have the opportunity to meet you last week at the
Municipal Finance O fficers Association meeting. Since I've had a long
term association with NBA, | felt that it was important for you hear my
thoughts on an important matter. A copy of my commentstoSenator
Steve Frank regarding SB 182 is attached.

It is my understanding that Jan Siebert and a banking lobbyist are
attempting to derail the Municipal Investment Pool legislation, S3 182-
NBA officrals have been atte.ndln% our meetln?.s twice-a-year and have
not ever said a word of advise about the pooling concept. | met with
Al Stockman last fall and discussed it with him. We have never heard
any negative feedback from the bank until now, when the SB 182 is
moving through the Senate.

NBA would have had quite an advantage inbeing part of the pool
management due to its statewide exposure and being able to offer _
statewide coverage for cash to flow into and out of investments. This
would have been a major marketing and operations plus to the pool
management. NBA has all sorts of affiliations for services with
outside firms and even has a relationship with an outside Alaska
investment firm for some of its managed accounts. The Steering
Committee put in an "Alaska preference” to encourage Alaska firms to
assess the potential, hoping they would respond to this need. | do not
understand why NBA choose not to develop this market, either separately
or with affiliates.

NBA's posture in not responding to the management RFP doesnotdiminish
the "advantages" of the pooling conce_i)t and should not giveNBA the
cause nor the excuse to work toderailthe legislation.

Thank you for hearing me out.

cc: Scott Burgess, Alaska Municipal League
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Military hospital may move to Alaska

ANCHOIUQE _Bx3n negoti-
ations between the United States and
me Philippine govemment/i could re-
volt In Uie transfer of * Ur,%e mill-
tor¥h058|utto_AIaska. officials jay.

h* U.S. Air Force le prepal) q
for a poialble transfer <x .nodicd
Ber_v_vnh,ol from Clark Air Base in tho

hilippines to the Elrnendorf Alr
Force BrtM hospital, several Alaska

legislators and congressional sources

said, ,
An annquncement from. tht Air
Force cou% come wﬂ%n dayl.

SBS...

Continued from Pig* !
cer'a Seattle office oversaw the bid-
ding process for the first three con-
traCts won by Executive Ufa. _

In the summer of 1989. tha strife
switched to a new SBS consultant -
M‘.Lon,tcfc TftMcha of Minneapolis.

NN, fnatnrm handled [Re biddin

*%~theTaat contract .worthy Sxccu-

Tof long after Executive Life

landed Its first SBS contract, an offi-
cial who worked ore floor above Hut*
verson la the State Office Building
began getting anonymous mailings
that warned of the company’s jj.iic-
bond troubles. _
. Miko DeBerry, a contract officer
in the Division of General Services,
said last weak he thou?ht the anony-
mous  mailings might have come
from insurance conipanies that lost
to Executive Life In tne SBS contract
bidding battle. _

The” mailings Included articles
from insurance and investment pub-
lications and the Wall Street Jou>":I*|.
Most of tha articles mention ~ hé&t
almost half of Executive Life * at-
sea were injunk bonds. ,

DeBerry said he gave the articles
to Halverson.

~Sut, according to  Halverson,
Richardson assured him that Execu-
tive Ufa would survive long onougn
for the state to get Its money back
with intem t, _

That advice may amount to nesil:*
l/ye,_especlall In light of Execu-

e Life's widely known )unk-bond
woes, said James Baldwin, an assis-
tant attorney general who It review-
ing the issue. ,

«Th* contract that we had with
Mercer provided an indemnification
Ito Jhe tatg) for their negllgence ’
Baldwin said'Monday. Ha said he as-
sume® the contract with DeLoltte it
Touche had the Same clause.

No written evidence of Richard-
son's bid advice was found in Hal-
verson's flies by the Empire, but
Baldwin said he had seen some docu-

source aald, 5ucr> a move Is contin-
?ent tii military baxo lease talks be-
ween the LS, ond Phllleme gov.
*rnments. Tne sixth and fl
of *he talkB began Monday

Ar. Alr Fcrce spokesman aald ht
could not comment on the transfer
reports.

' At this time there has beg;} no
Publlc announcement at'a change in
he hospital's status." Lt. Col. Mike
Conley said.

Several members of the stale
House Special Committee on Mili-
tary and Veterans Affairs skid they

r.al round

mentation. “There are some things
that are In writing," 8aldw!n said.

If ttva state take* Mercer to court,
It will have lo rely heavily on Halvar-
send as 3 "key "witness/* Baldwin
said.

Neither Richardson nor Halver-
son coul b? reached for comment.
Richerdsdr. Tt reportedly or. a selling
trip around the world, and a person
who answer ihr, phcna at Halver-
son's homo in Juneau said he has left
the state for mure ihim a month.

Brian McQoe, the Mercer consul-
tant who oversew blddln% for the
third contract won by Executive
Life, did not retuiYt a call from tie
Empire thismorning,

't may he easier for the state to
prove Déwitt* IT Touche was negli-
gent, but there's much lese at stake.

Nat long after DcLoitte It Touche
helped thestate ne%otlate a £86 mil-
lion SBS Investmenl with Executive
Life in U89, administration offlclals
beq(an to worry obout the company's
junk-bond problems. .

Former Departme.it of Adminis-
tration Coin.v/tu'torier Frank Baxter
thenwentto Us An'-Icj ur.d worked
out » uexl with Executive Life - a
oeal that cut the 868 million contract
down to about £1.4 mI'lion. In return
for getting most 01 its money hack
from the conrfs« the state agreed It
Would not try to get out cf the first
tnrefc contracts. = o

Tltougn the remalmngi £14 million
Is just I'percent of what SBS stands
to lose with Executive Life, the state
may sue DelLo'tte & Touche, Baldwin
sald.

At the sa/re Pm» ‘et DcLoittg L
Touche was workm(t; with the state

rassrékMI

1

'n.the.sssjeqn

ﬂw*tﬂr,m weré ngntl{]rg tha} Xecu-
lve L'trc w m.#ood IraHctifShape.
TTut. wiviinW /111 aftertheTInfinSkr

ticu''ve Llfe-SES ~contract was
sighed, tne first of five OeLoltfe 4
Touche smpiuyecs wno worxvd on
ha audit wero hired Dy Executive

ife.
‘AYiliam Sanders, who was In
charge cf tie audit for DelLoiiw 4

lean. !lIn s br;efln? conducted by
Lt. Gen- Thoma-i Mcnerney that the
Elrendortf hospital"will'-pfom reim
Clarii Air Base's losses. Mclnerney
Iscommander ofthe [l th Air Force.

The bnefln[q dime during a thr-je-
dsty tour of Afaska military” installa-
tions Irat month,

"My understanding. was _that
acme of the hospital units stationed
In the Philippines are coming to
Elrnendorf,” uaid Rep. Cliff David-
son, D-Kodink. "It seemed to me he
said it would be In the next year to
year and a half."

Touche, got a contract ITcm Execu-
tive Lif¢ that promised at least
£500.000 in pay for 1991, according to
%_story last week In the Los Angeles
imes.
Sanders j»nd another former.

) , ter 1
EOf oﬂg,f%erAfPfF%nae fralhlrflfp{("%rﬁﬁﬁ
L[feTaTC:fcei<.hv.lhe ralifnrgiftrt;PA

" J/sHJ(qrfita Insurance regulators
are locking into the DeLoltte’4 Toa

~eyr<udir~—= — - ,

Alasxa offlclals will be watching
the probe closely.

"| think they (DeLoltte L T,oucho{
have significant exposure with tha
audit," Baldwin saia.

Deloltte Touche's  Pat
Pechacek, who handled the last Ex.
ecutive Life contract for the state,
did not return calls to the Empire
Monday or today, o

Baldwin said state officials and
attorneys have a lot of investigating
of theif own to do before they can

(t:%iﬁert either of the consultants to
He Speculated that, In the erd. It
may appear that state officials and
their advisors all were at fault.

Sally Smith, former director of
the Division of Retirement and Bene-
fits, said she never knew of Execu-
tive Ltfa's jurlt bond troubles until
last year. She sold today she never
saw the articles that DéBerry gave
to Halverson. . ,
~ "All this talk of everybody know-
ing In 1987 of Executive Life Being in
trouble ia atmply not true," she said
inan Interview last week.

Smith said It was true, how,ever%
that _her division had no cosines
handllnsq such hug* Investments as
the SBS program.” But she said her
boss, Frank Baxter, didn't agree.

I re_aI_IF wanted (the investment
responsibility) to go to the Depart-
ment of Revenue." Smith said.
"Baxter didn't want anything to do
with that... he wonted fo keep it in-
house." _

The Empire was unable to contact
Baxter last week or Mondav

S

n

3
to

m
M

CIf
8h
no

mt
the
*ht

Vo

oft.
|

at
0S

tton
mu
C:*»
wet
nrvi

s
131).
i
tha s
|i| n 1

i



.MAY 04 '91 11:17 nAT'l EAKk T 4k CPE

March 18,6 1991

Mr. Benjamin A. Barrera, Vice-Pres.
National Bank of Alaska

P.O. Box 100600

Anchorage, AK 99510-0600

Dear Mr. Barrera:

The Alaska Municipal League (AML) is in the process of selecting
Program Manager for a new short-term investment: program for Alas
%overnment jurisdictions. We have engaged the firm of Deloitt
ouche to assist us with the selection process. Draft legisla

authorizing this program is currently being considered by the Alaska
Legislature.

We are seeking a comprehensive proposal which incorporates
administrative, custodial and investment management capabilities.
Dates and times for the mandated pre-proposal bidder's conference and

for delivering proposals are contained in Section 1-2 of the enclosed
Request for Proposals.

We appreciate your interest and invite your firm to submit a
proposal. AIll further contact and questions regarding this RFP
should be directed to:

Mr. Jack Kiley

Deloitte & Touche _

1111 Third Avenue, Suite 2900

Seattle, WA 98101

(206)233-7737

Very truly yours,

Scott A, Burgess /\
Executive Director P d = t q

Enclosure

«
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Fairbanks North Star B orowugh

809 Pioneer Road . P.O.Box 1267 . Fairbanks, Alaska 99707 . 907/452-4761

MEMORANDUM

T0: Senator Steve Frank

FROM: Judith A. Slajer, Chief Financial O fficer
DATE: May 3, 1991

SUBJECT: CS SB 182, Municipal Investment Pool

| understand this bill will be up on for Senate consideration today.
There are a couple of points 1'd like to stress.

This legislation provides that cities and boroughs may authorize
participation in a jointly controlled investment pool. Each local
government will have to determine whether to participate by passage
of legislation by the council or assemhbly. The investments allowed
by the Pool will have to be consistent with the investments permitted
in the local government's investment ordinance.

The investment pool concept certainly has some advantages for the
Fairbanks North Star Borough. Due to our staffing limitations, we
have not been able to diversify our investment portfolio. Therefore,
we purchase only U.S. Treasuries. We would like to invest in
Certificates of Deposit and Repurchase Agreements with Alaska banks
as these types of investments can be safe and are likely to give us a
greater interest return than do the Treasuries. Also, these types of
Investments diversify our portfolio and enable funds to flow into the
Alaska economy. In order to be in both the CD and Repo markets, it
is very labor intensive. Considerable on-going work Is involved in
qualifying financial institutions, maintaining a credit watch of the
qualified institutions, maintaining a valuation watch on the _
investments, keeping all the contracts and agreements current with
the financial institutions, buying and selling at the correct time,
etc. The Investment Pool will be able to offer these services. This
will benefit the Alaska financial institutions when the demand for
funds in the local economy is present.

There has been two issues raised by National Bank of Alaska which
needs to be addressed. One is that the State may be liable for the

Pool, There is no question that the State would not be Ie%ally
liable. In my opinion, the issue of the State needing to Dbale out
the Pool is a scare tactic. If anything, the pool, which will be
hiring a professional investment manager with expertise which is not

available to us now. On the whole, the funds management will be more
}?rofessmna! than 99% of the local governments can currently afford.
he State did not bale the local governments out which in past years
lost funds invested in Alaska's financial institutions which failed.



The second issue raised by NBA is thtrc the funds will go outside the
State, and that it will take outside firms to run the Pool. The
funds will go where the market is. If anythlng, the Pool -will be
able to set up the mechanics for investing in CD's and Repurchase
Agreements with Alaska financial institutions and maintain the proper
documents needed to be able to invest in these instruments at much
less of a cost that we incur currently. If the demand is present,
funds w ill flow to the local banks in much greater quantities that it
does currentla/. NJ3A is correct that they cannot manage the Pool
without outside Alaska affiliations. Currently, the FNSB would not
allow NBA to manage the Borough's funds without custodial services,
therefore, we engage (at NBA's recommendation) Security Pacific Bank
in California to provide custodial services. The Pool, due to its
size, will be in a much better position to negotiate more favorable
terms for custodial services, which services are not available in-
state currently. These types of affiliations are common in the
industry in order to provide a broad level of services to the

clients.

In closing, I'd like to say that the investigation which has gone
into evaluating the "poolln?" concept has been extremely thorough.
The information we have collected indicates that some, 1f not the
majority, of the smaller local governments and school districts do
not have the investment expertise to protect their funds as is now
recommended by the Government Finance O fficers Association (GFOA),
and as such are vulnerable to the whims of the financial
institutions. Nor, do they have the investment expertise and volume
of funds which can ensure a reasonable return. The pooling concept
addresses these issues.

As an local government finance professional, and as a Member of the
GFOA Standln% Committee on Cash Management, | highly recommend
passage of CS SB 182,

| hope that you have an opportunity to share some of my comments with
your colleagues.



ALASKA
MUNICIPAL

LEAGUED 217 Second Street, Suite 200 mjuneau. Alaska 99801mtel (907)0861328. Fax (907)463 5480

May 2, 1991

In Defense of CS SB 182 (Finance)

The bill was introduced at the request of the Alaska Municipal League

The authorizing legislation "clarifies” that "public entities" can do jointly, what
they can do individually, specifically invest theirfunds; investment pools exist

in at least 29 states either through the state treasury or as separate entities
as authorized in the legislation.

There is no legal liability on the state created by the legislation nor from any
pool formed under the legislation.

-addresses the investment of local funds
-zero fiscal note because the state is not involved

- probably can be done under existing statute AS 29.35.010 (13).
Cook memo attached.

The legislation is needed because even though AS 29.35.010 (13) says, "All
municipalities have the following general powers, subjectto other provisions
of law:..(13) to enter into an agreement, including an agreement for
cooperative or joint administration of any function or power with a
municipality, the state, or the United States;..."

- this statute hr been in effect since statehood but has not heen

used; .0f a multi-million dollar operation is not the time to
test the of a statute;

- the statute does not speak to "organizations composed of public
entities" such as the AML;

- clear statutory authority will assist the pooling entity receive a
favorable IRS ruling.

Member of the National League of Citiesand the National Association of Counties



SB 182 - Investment Pool
May 2, 1991
Page 2

0 AML intends to form an investment pool and is in the process of evaluating
proposals from professional investment firms and financial institutions to
provide administrative, custodial and investment management services,
subject to the legislation passing.

0 Participation in the investment pool will be voluntary and first require a
municipality or school districtto pass an ordinance or resolution authorizing
the use of the pool as an investment option and to sign a cooperative
agreement which lays out the bylaws, conditions, and investment policies.

0 The pool will be created to invest short-term, idle funds, e.g. until necessary
to meet payroll or other obligations, to improve interest earnings.

0 The pool's improved return on investment will come from investing larger
amounts of money in secure and liquid investments, e.g. government
securities, NOT by investing in higher risk instruments.

0 The pool will provide security, liquidity, competitive rate of return,

diversification, investmentadvice, convenience, accounting, and professional
management.

sab6:just.sh182

P.S. Response to Bankers: Awuthorizing legislation only; AML had competitive

bid process with Alaska preference and $1 billion assets under

management thresold (but also need administrative and custodial services;

pool wiT> not provide banking services, just investment; money still
in the bank and pool could buy bank CD's; participation in the pool i
voluntary, if the bank is competitive then presumably they would get
the investment; NBA contracts with an outside fund to handle its
investments, too; no liability to the state.

459)
*y»
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ticipant in the fUnd. 10A3

C.53 |2; 1089 C.13S 631

[2077 c491 (S; 18BL c.3 II;

204*740 Refund of account balances;
payment of defioitsi erroneous benefit
payments. (1) The Employment Division
shall rofbnd to d political subdivision elect-
ins to cancel its request as provided by ORS
657.613 any account baler.oe remaining after
the division has made oil payments to the
Unemployment Compensation Trust Fund re-
quired to be made on behalf of the political
subdivision.

(2) A political subdivision cancoling a re*
guest having a negative uccount balance
shall make such additional payments into the
fUnd as necessary to muintain a tero account
balance.

(3) Erroneous benefit payments deter*
mined after Juno 30, 1978, and attributable
to wngea paid by a political subdivision mak-
ing payments under ORS 294.735 shall be ex-
cluded from the account balance
determination and the determination of the

W&Hﬁﬁé r-)atmf that political subdivision.

294.745 Analysis of fund reoeipts and
expenditure!) rennrt to Legislative As-
snmbiy. The Employment Division ahsll in-
vestigate the  experience of political
subdivision participation in operations of the
fUrsd, including the relationship of fund re-
ceipts to fUna expenditures and report the
results of the investigation to tha legislature
at limit 30 days prior ta the date a regular
session of tha legislature is scheduled to
conveno. The report shall include any re*
commended changos in the provisions of ORS
293.702, 294,725 to 2941755 and 657.513. (1977
c«0l |8; 190 c.lU 1A

294.750 Experience and _liability of
suooessor political subdivisions) unpaid
assessment.. (1) Th-a axperienca and liabil-
ities of s political subdivision that has ceased
to exist shall be acquired by tht successor
political subdivision.

of th|s

sec% oY 8‘&%?‘*%'5% 1
ES. tO d ree B? orm a ICa
E”B‘J'V'S'O” aﬂ Flie o s oan'“[and

essmenc 0
rsuch a uns sr}e essar)( manam
alanc 0 itical (](\)/|I

e ac oun
|on gr n EXISte ce, at mo

294,755 Payment on quarterly baeisi
remedies for oalleotlon, Political subdl*
visions electing to participate in *he Local
Government Employer Benefit Trust Fund
shall pay into the mnd on a quarterly basis
and are subject to all remedies for the col*

lection of deli 2& s provided in ORB
chapter 657. ﬁéf

fINMENT INVESTMENT
POOL

294.805 Definitions for ORS 294,806 to
294.895. As ueed in ORS 294.805 to 294.895;

LOCAL

(1) "Board” means the Orogon Short
Term Fund Board.
(2) "Council” means the Oregon Invest-

ment Council created under ORS 293.706.

(3) "Funde” meana fUnds under the con-
trol or in tho custody of any local govern-
ment official by virtue of oflco that are not
required to maet curront demands.

(4) "Investment otficor" means the State
Treasurer in cupucitv as invoatmont officer
for the council and tho investment pool.

(5) "Investment pool” means tho aggre-
gate of all frmds from local government offi*
cials that arc placed in ths custody of the
investment officer for investment and rein*
veetment as provided under ORS 294.605 to
294.896.

Local vernmen{ official” meari

i

e B
N i

e

294.810
to place limited funds in pool. (1) With the
consent of the governing body, a local gov*
ornmant official may place in the aggregato
up to $10 million of its fUnds in the invest-
ment pool, or, if the assets of the investment
pool have boon tranaferrsd pursuant to ORB
294.882, in the stato investment fund estab*
liehed pursuant to ORB 293.721, for invest-
ment and rainvestment by the investment
officer aa providod under ORB 294.805 to
294.895, or 293.701 to 293.776, aa tho cose
may be. The $10 million limitation etatod in
this section shall not apply to funds of &
governing body, which are placed in tho in*
vestment pool on a pass-through basis. Local
governments must romove pass-through funds
which result in an account balance in tho
pool in excess of $10 million within 10 busi-
ness days. County governments rnuet remove
such excess ftmas within 20 business days.
Tha investment officer shell promptly roport
each instance of noncompliance with, or ap-
parent abuse of, the limitations of this sec-
tion to the Secretary of Stats and to the
governing body of the local government in-
volved.

il

2 The $10 million limitation contained

in subsection (1) of this section shell not ap-
ply to a local government whose governing
body, by ordinance or resclution, authorise
their officials to placo not more than $20

28-108

Local governments authorised
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m||||(in in thO invootm 00| ddi- ) Subjoct to raviaw by the hoard, tho
flonal amount, . not axc adl m|I 0N, investment officer may, pursuant to ORIl
must ho p laced in an account hat ee 183.310 to 183.550, make reasonable rulos

num "a(?; W|h|anpSZﬁ.nninr%Cel%z i CC%G 204805, {0 532.85;5; gﬁﬁd?@tgiﬂqﬂgfﬂ?é
orparlg 5 Dagu [TgndéJ an(s hfﬁf 3 @@m%m o}m&ﬂn "y

leburse paﬁu throuqh
rawa pro- 294.831 Investment objective: limit on

ect {0 aua
res rlCt|0nS O%I maturity dates. (1) The local government

8e re uwem ?
eeme l?(ﬁ)l r0 ”a nves men investment pool shall seek to obtain s com*

Cel't, InC| 0 bUt llm’[‘hdl‘ ﬁ%u patitivo roturn on investments eubjoct to the
fd.et éﬁ%j awa C slundurds set forth in ORS 294.8(15 and con*

eistent with the liquidity requirements de-

815 Period f mves ments; It manded by the short term nuture of local
HB%V%ST P]?ﬁfvngosvesﬁj ect tO the r V\% na governmer):t deposits in the pool.

2) The investment officer ahull at all

(100 1n W ICh Sma %p d n time(s hold investments which mature in

mves&men 00| or mve remveﬁ three years or less, in an amount not lass

men thO VeStment er b ruIe than an r,mount equul to the aggregate of all

F]elcnngEhe L 8|erlﬁj§£ %m ocedu er%%sfg} funds plaéed Withqthe invcstm%%t %fficer by

local governments under ORS 294.805 to

Wﬁhd[}awa 0 C t% 294.8C5§,]Which invostmonts shall be from the
ong-tarm - fUnds defined in ORS 293.701 (2)(r).

men2f94§20 lte(fpa\l\?[[ L gconsent Of/ (3) Notwithstanding subsoction (2) of this

varnJ OFTY overnment offi emotion, tho investment officer may purchase

9-“‘ or fg]{glp&epom Offa |(%n VT\H?X legally issued general obligations of the

United Stntn* and of the ngnnoins and

tate E asurer q fgrm |nVGStmentS 0 instrumentalities of the United States if tha

(U X] the S reasurer S?paratr seller thoroof has agreed to repurchase the

rom " Investments the Investment” pool.  obligations within 90 days following tho date
(1973 C7N 19790608111 on which tho invostmont officor makes the

294825 State Treasurer as investmen@vestment therein. If ths maturity of the
officer; ment of rsonnell security exceeds 18 months, the price paid by
rule g”ﬁleasu er | e Invest* the investment nfficer for such security may
mon 0 ﬂ%o COUnCTJ \nves {- not excood 98 porcent of the current market

m unc ion value,

f 8pad| ? ﬁ%UII’G (4) Invostmonts and commitments of ths
aw and, Cco SISten WI Yy the Council.  investment pool which do not conform to tho

lity or maturity requirements sat forth in
(2) The bond of the Stats Treaeurer re- qua _sal

quired from the Stats Trsasuror by law shall QR3 294.805 to 294.895 shall bo liquidated by
bs deemed to extend to the faithful perform* tho investment officer ones ths market valuo

. . . of such investments and commitments re-
ancet o;f'all {UngtlonSR%f 2”912 882'?6 ggzggget* aches book valuo, or as soon as is practicable
men’ oricer, under . 0 U thereafter. (1979 sGOSﬁ(tnsctM In lieu of 234.830);

8The investment officer may: 108 ¢80 119 1087 ¢l
the

Subject to a Yy a licable pI’OVISlo of 294.835 Standard of oare; investment

ﬁers T &g NS Law, I"O in aertain stocks prohibited. (1) In invest-
Erescn et f(l)JnC?lonS an ]§X ?] PX* ing and reinvesting moneys in the invost*
a'[don person e nece Sapé %n C| ta'[e ment pool and in acquiring, retaining,

assist.’in 8t|0n5 managing and disposing of invostmonts of tho

'[ e COUH|CI| |nve5Y gn’[ 0ff|cer and Invesf* investment pool there shall bs exercised the
judgment and core under the circumstances

iling, which individuals of pru-

uwe a fidelity band of ny pars enr::e pél?svc?rletion and intelligence exercise in

ap|0é/e<i b% |nV95t enY ﬂmer Wﬁ gsf tho management of thair ogvn affairs, not in
% I aS access 1o n)er regard to speculation but in regard to theV
the mone(}/ m t e mveftmen} 8 permanent aisposition of thoir funds, consid-
amounts tp bonds shal b0 Tixe ey 09° ering tho probable income as well as the

) man Icer, except as ot IS bebl fety of thei ital. Within th
2iCy é((}té g Ty RO a8 sﬂ ¥ Grans™s? i eregany sandra” ng
by 'the |nv stmenlt cer. The

subject to subsootions (2) and (3) of this soc*
Eemlu s-on_the bonds shall be an EXPENSE  tion, there may be acquired, retained, man*

fthe State Treasurer. aged and .disposed of as investments of the.
28-10
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investment \ \fery kind of mveltmon&
Whl? Individuals. of prudonce, discret IOH
Inte ngepce acquwe rotnm mManage and 0is-
pose Of for thoir own account.

(2 Notwithstanding subsection (1) of this
saction, moneys in the investment pool may
not be invested in the stock of any company,
association or corporation,

(3) Notwithstanding subsection (1) of this
section, no moneys in tho investment pool
mhall bo invested, after Juno 30, 1979, in any
securities originating outside the United
Stateo. 11073 c.748 IS; 1070 cQOR |4]
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294,845 Investment officer to i.west,
reinvest pool funds. In amounts available
for investment purposes and subject to the
policies formulated by the council, the in-
vestment officer shall invest and reinvest
moneys in the investment pool and acquire,
retain, manage, including exercise of any
voting rights, and dispose of investments of
the invoetmcnt pool. |1073 c.748 |10

294.847 Prohibited conduct for invest-
ment offioer. In making investments pursu-
ant to ORS 294.805 to 294.*?*. the investment
officer shall not:

(1) Make a commitment to invoet funds
or cell securities more than 14 husincss days
prior to the anticipated date of settlement of
tho purchase or sale transaction;

(2) Enter into any agreement to invest
funds or soil securities for futuro delivery for
a fee other than interest;

(3) Lend eecuritios to any person or in-
stitution, except on a fUlly collateralized ba-
Sis;

(4) Pay for any securities purchased by
the investment officer until the investment
officer has received physical possession
theraof, However, the investment officer may
instruct any custodian bank, defined in ORS
295.005 (2), to accapt securities cn the in-
vestment officor's behalf against payment
therofor previously deposited with tno insti-
tution by ths investment officer; or

PUBLIC FINANCIAL ADMINISTRATION

(5) Deliver securities to the purchaser

thereof upon sale prior to receiving poymont
in fUll therefor. However, the investment of.
ficer may doliver the securities to any custo-
dian bank, defined in ORS 295.005 (2), upon
instructions to hold the eamo ponding receipt

% the mstltutlon of full payment tharefor
c80H

294.850 Contrnots with persona to
perform Investment functions; compen-
sation) bond. Tho council may enter into
contract- with one or more persons whom
tho council dotormines to bo quulified,
whereby the persons undertake, in lieu of the
investment officer, to perform the fUr.ctions
specified in ORS 294.845 to the oxtent pro-
vidod in the contract. Performance of func-
tions under contract so entered into shall be
paid for out of tho gross interest or other
income of the investments with rospect to
which the Ainctions are porformed, and the
net interest or other income of*the invest-
ments aftor that puyment shall be considered
income of the investment pool. The council
may require a person contracted with to give
to the elate a fidelity bond in a penal sum
as may bo fixed by law or, if not so fixed, as
may be fixed by tho council, with corporate
surety authorized to do business in this state.
Contracts so entered into and functions per-
formed thoreundor Are not subject to the

State Personnel Relations Law or ORS
279.710 to 279.746. (1973 c.748 111)
294.855 Legal opinions) investment

counseling services; mortgage services.
(1) In the acquisition or disposition of bonds
with which approving legal opinions ordinar-
ily are furnished, the investment officer may
require ur. original or certified copy of tho
written opinion of a reputable bond attorney
or attorneys, or tho written opinion of the
Attorney Ocnoral, certifying to tho legality
of the bonds.

(2) Tho council may arrange for the fUr-
itishing to the investment officer of invest-
ment counsoling eorvicos, The furnishing and
acquisition of those services arc not subject
to tho Btate Pcrsonnol Relations Lgw or ORS
279.710 to 279.746.

(3) The investment officer,
proval of the council, may arrange for eor-
vicel with respect to mortgugrs in which
moneys in the investment poo! are invcstod.
Those services shall be paid for out of the
gross interest of the mortgages with respect
to which the services Are .'urnished. and the
net interest of tho mortgages after that pay-
ment shall be considered income of tiie in-
vestment pool, Tho  furnishing and
acquisition of those services are not Aubject
to the State Personnel Relations Law or ORS
279.710 to 279.746. 11973 e74i j!2|

with tho ap-
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294.860 Custody of Investmont docu-
ments! collection of Income; distribution
to local governmental calculation and al-
location of profit and loeci defaulted pay*
ment* of principal und interest,
collection' compromise. (1) Except as pro-
vided in ORB 294,860 and \:his eubsaotion, all
instruments of title of all invsatnr.onte of the
investment pool shall remain in the custody
of the investment officer. The invootrnont of-
(Icer may deposit with a well-known end ro-
aponaible bank or trust compuny in the City
und Stato of N»w York or with ono or more
banks in Portlund, Oregon, or both, with tho
conuont of tho bunka or truet compuny. those
instruments of title tho inveotmont officer
considers advisable, to be held in safekeeping
by the banks or trust compuny for collection
of tho principal and intorost or otlior income,
or of the prccoods of salo.

(%B %xce as provided in S 29%860
and '294.865 F?)t) And aubsnntiona 8 and (9) of
this section, tho investment officer shall col-
lect the principal and intereet or other in-
come of investment* of tho investment pool,
inatrumante of titla of which are in the in-
vestment officer's cuatody, when due end
payable, and shall pay to the appropriate lo-
cal government official the principal and in-
teract or other income, within 30 days after
tho last day of tho calendar quarter in which
the principal and interest or other income
accrues. Not less often than quarteriy, the
investment officer shall computo the amount
by which the current fair market value ex-
ceeds or ia less than the not purchase price
of ail investments in_the invoBtment pool
maturing more than 270 day* from ths date
computation ia made. The investment officer
shall computo ths fair market value of such
investments bated upon the mean value of
tha bid and ask price of such invcatmenta aa
of tho date of computation, based upon quo-
tations from roputable dealers or financial
institutions dealing in such investments. If
the amount so computed by the investment
officer totals more than ono percent of the
balance of the pool, either in terms of a gain
or loss, the investment officer shall allocate
the amount to all pool participants. Any ad-
dition to or deduction from amounts to bo
distributed shall bo allocated among the
municipalities participating in the pool at
any time during tho month in proportion to
their average daily balanoes of fbnds in-
vested through the pool. Inveetmsnts matur-
ing 270 days or less from the date of
computation shall not be subjeot to the fore-
going computation, but for other purposes
shall be valued at book value or original
purchase price.

(3) In the event of default in tho payment
of principal or interest or other income of

2A80

any investment of the investment pool, the
invoatmont oilicer, with the approval of the
council, may:

(@ Institute tho proper proceedings to
collect tho matured principal NI interest or
other income.

(b) Accept for exchange purposes refund-
ing bonds or other evidences of indebtedness
at intorost rates to be agreed upon by the
investment officer and obligor.

(c) Make compromises, adjustments or
disposition of the matured principal or inter-
est or other income as the investment officer
considers udviwible for the purpose of pro-
tecting tho moneys invested.

(d) Make compromises or adjustments as
to future payments of principal or interest
or other income as the Investriinnt officor

g%’nd?e%;gﬁae nvestod. " BC A8 130

294,866 Quarterly Ueduotions from in-
come received for reimbursement of ex-
penses' repayment of initial
appropriation. (1) The State Treasurer may
deduct quarterly a maximum of one percent
of the amount of income received from the
earnings of the investment pool during the
preceding quarter. Amounts so deducted:

(@) Shall reimburse the Stato Treasurer
for oxpsnseo tho State Treasurer incurs as
investmont officer and to the extent they are
so used shall be deposited in the Miscella-
neous Receipts Account established in the
General Fund For the State Trcasurfr, and
are appropriated for pavment of the expenses
of the office of State Treasurer, incurred as
investment officer; and

(b)_In excess of expenses incurred by tho
State 1reasurer during the preceding quar-
ter, shall be used to return to the Genornl
Fund the appropriation made to initially
covor the costa of administering the invest-
ment pool.

2 Ones enough moneys have been
ducted from the earnings of tho investment
pool and returned to tno General Fund to
repay tho initial appropriation, the State
Treasurer mcy deduct, up to one porcent of
tho income, only such amounts as are needed
to reimburse tho State Treasurer for tha ac-
tual expenses the State Treasurer incurs as

Investment oftloor of the investmont pool.
11973 ¢.748 W; 1974 ¢.740 JO;, 1977 c.288 Jill

294.870 Separate accounts for local
governmental reports on investment
changes and monthly financial state-

ments required. (1) Ths investment officer
shall kssp, for each governmental unit with
ftinds in the investment pool, a seporato ac-
count, which shall record the individual

de-
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294.875 Monthly report of investments
of pool funds; distribution. Not latar than
15 days after the last day of each month, ths
investment officer shall submit to the council
and the board a report of ths investments
made during tho preceding month. The roport
shall include a detailed summary of invest-
ment, reinvestment, purchase, aala and ex-
change transactions, sotting forth, among
othor matlors, the investments bought, sold
and exchanged, the dates thereof, the prices
paid and obtained, the names of the dealers
involved and a statement of the accounts re-
ferred to in ORS 294.870 (1). The report*
shall include a description of every invest-
ment in tho portfolio of assets in the invest-
ment poo] showing issuer, coupon, purchase
date, maturity date, yield to maturity, book
valus, market value as of ths end of the
month for which the report is rendared and
the method used to value pool investments;
a computation of the average life of the
portfolio of aesete in tho investment pool
weighted according to the market value of
each investment that maturee more than 270
days from the report date as of the end of the
month for which the roport is rondorcd; and
a computation of the annualized rate of re-
turn of the investment pool portfolio, net of
expense. A copy of the reports shall be made
available to each county, municipality,
school district ana ether political subdivision
the ftinds of which are then being invested
by the inveetment officer. The investment of-
ficer may send copies of the report to in-
vestment bankers and broker* rccorrur.onded

%thlgl council. (1073 ¢.746 116; 1981 c.880 117; iv?7

294,880 Program examination and au-
‘dit; report! distribution. An examination
and audit of the investment pool shall be
made separately from the audit of the treas-
local

PUBLIC FINANCIAL ADMINISTRATION

governmental unite which are inveetore in
the pool, the Legislative Assembly and the
board at leaBt once d year and at other timos
as tho council may roquiro. An audit roport
shall be submitted to the individuals and
units specified within 60 days after ths end
of the fiscal year or as soon as practical. The
report shall include a ststomont prepared by
the State Treasurer of the investment rules
overning, investments_ authorized by the
gounoil. g]]g%(;mg |ﬁ,] :TDBQ&B |0] Y
294.882 Merger or subsequent sepa-
ration of looal government investment
pool and state investment fund; precon-
ditions. It is recognized that a time might
como when tho interest of local governments
diminishes to the extent that, participation' in
ths local government investment pool no
longor warrants its operation as a separate
fund. If the local government investment poo]
decreases to a level bolow 5125 million, tho
State Treasurer may transfer the assets of
the pool to the state investmont ftind estab-
lished pursuant to ORB 293.701 (2)(g). In that
evont, tho local government investment pool
participant accounts will be troated as are
othor stato ftinds and accounts in receiving
a proportionate share of the earnings of that
inveetment fttnd. The State Treasurer, at the
diecrotion of the treasurer may reestablish
the local government investmont pool as a
separate fund, if the participant accounts in-
crease to over $126 million and in the State
Treasurer's judgment, sufficient interest by
local government exists to insure the local
government investment pool will remain over
$115 million. Prior to reestablishing the pool
as a separate fund, the State Treasurer snail
first present a plan for operation, including
the reasons for such action, to tho Oregon
Investment Council at a regularly scheduled
meeting for its review ana comment. The
State Treasurer shall publish notice in the
Socrotary of State's administrative rules bul-
letin of tho troaeuror'e intent to reestablish
the pool as a separate fund at least 30 days
.ﬁor to the meoting at which the Oregon
veetment Council shall review the pro-*
posal, and notice of the meeting time ana lo-
cation of ths Orogon Investment Councihﬁk

which the proposal will be discussed
c.eQs BO; 1960 c.10 s57; 1083 cSAO |3|

294.885 Oregon Short Term Fund
Board; m#mbor*| appointment! term; va-
conoles, (1) There is created tho Oregon
Short Term Fund Board consisting of seven
members.

(2) One member shall be the State Treas-
urer or the treasurer's designated represen-
tative. Thrc* members who are qualified by
training and experience in the field of in-
vestment or finance and who do not hold any
other publio office or employment, shall be

112
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appointed by the Stato Treasurer. Three
members, who are treasurers, finance or fie-
cal ofRcara or businaa* managers of any
county, city or school district, shall be up*
pointed by the Qovornor. In making the ap-
pointmant, the Governor may coneidor
persona rocommondod by:

(a) The Association of Orogon Countios.
(b) Tho Longue of Oregon C-cjoo.

(0) The Oregon School Boards Aesoci*
ution.

2910

1dVive [Uion. S« Prtfaca to Or«gon Rovliod Staiutot
forT-amf explanation.

294.606 Budget committee) member-
ship) term) vacancies) officers! meetings
to oe public. (1) A council of governments
shall establish u budgot committee in accor-
dance with tha provisions of this section.

(2) The budget committee shall consist of
the members of the governing body of the
council of governments and an equal number
of representative# of tha sorvicos provided by
tho council of governments. If there are

(3) The term of office of ooch appointefswnr reproscntutivos of tho sorvicos than

member of tho bourtl is four yours, but euch
uppointcd member servos at tho pleasure of
the appointing uuthority. A vacancy in the
appointed membership occurring other than
by expiration of term shall be filled In the
same manner aa tho orlglnal apporntmont
but for the unexpirod term on U73 c.7438 419,
1979 COB 47; 181 ¢.880 418, 180

294,890 Board members servo without
compensation) selection of chairman. (1)
A member of the board shall servo without
compensation.

(5 The board shall select ono of itn
members as chairman, for a term and with
tho powers and duties necessary for tho per*
fbrmance of the functions of the office so tho
board shall determine. (1973 c.748 481

294.893 Board duties, generally. The
board shall:

(1) Advise the council and the investment
officer in the management of tho investment
pool and in tho investment of all (Undo de-
fined In ORS 293.701 (2)(r) and invested pur*
suont to ORS 293,721.

(2) Review tha rules promulgated by tho
investment afficor as autnorizea under ORS
294.825 (4).

br on?ut with the counpl anF the m
vestient officer on an er [ ? c?s 0
ne Investment and reinyestment o
Investment pool and on an m sr re
Hgé the, investment or rel of
n fined 'IN ors 293.701 g[}

vesteriBgursuant {0 ORs 293.721. 1

1COUNCILS OF GOVERNMENTS

294.903 uCounoil of governments” de-
fined* As used in ORS 294.900 to 294.930,
“council of governments" means an entity
organized by units of local government under
an intergovernmental agreement under ORS
190.003 to 190.110, which does not act under
the direction and control of any einglc mem-
ber government and does provide services di-
rectly to individuals. [1987 cess 411

No**» 294900 to 294.930 w*r* tnsct«d into law by
the Legrslatrve Atnmblv but w*re not iddid to or meda
a part of ORS chapter 284 or any uriw therein by leg-

the number of member# of the governing
body of tho council, the governing body ana
tho roprosontativoi willing to sorvo ahull be
the burigut committee. If thore arc no repro-
sontutives willing to aerve, the governing
body ehull be the budget committee.

{3) The mombers of the budgb committoo
shall receivo no cornspensatron r thelr ser-
VICeS aa mombers of such committoo.

(4) Appointive members of the budget
committee shull not be officers, agents or
*mployooe of tho council of governments or
prowders of the services.

I ﬂmtrve member fthe budge
om Ittee ugp or ferm
ree ear e torm esta goro
& |rg% pproxnpatey on thlr
e terms of tho “appointivo “mem
each vear.
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296,005 Definitions for
and 295,026 to 296.106. As used in this sec*
tion, ORS 295.015 and 290,025 to 295.165, un-
less tho context requires otherwise

(1) "Certificate of participation" or "cer-
tificate” means a nannogotiaole document is-
sued by a pool manager to a public official.

(2) "Custodian bank" or "oustodian”
means the following institution designated
by tho depository bank for its own account:

(& The Portland Branch cf ths Federal
Reserve Bank of San Francisco;

(b) The Federal Home Loan Bunk of
Seattle;

(c) Any bank or trust company, mutual
saving:.' bank or savings and loan association
doing business in this state. With the ap*
ryval of the State Treasuror, a depository
ank may bo a ouetodian bank with respect
to its own securities;

(d) Any bank or trust oompany not lo*
cated in this stato but authorized to act as
trustoo in this state; and

(e) The fiscal agency of tho State of
Oregon in the City and State of New York,
duly appointod and acting as such agoncy
pursuant to ORS 288.010 to 288.110-

(3) “Custodian's receipt" or "receipt"
means a document issued by a custodian
bank ta a pool manager describing the secu-
rities deposited with it by a depository bank
to secure public fund deposits.

(4) "Depository bank” or "depository"
means any bank or trust company, mutual
savings bank or SaVINgS and loon association
which maintains a head office or « branch in
this state in the capacity of a bank or trust
company, mutual savings bank or savings
and loan association.

(5) "Pool manager" means:
(@) The State Treasuror;

(b) Any trust company, bank or mutual
Savings bank legally engaged in the business
of a trust company, as that term is defined
in ORS 706.005 (25) at an office in this state:
but & depository bank shall not be a pool
manager with respoct to securities that it
deposits with its custodisno as collateral for
the socurity of public fiind deposits; or

(c) The Federal Reserve Bank of San
Francisco or any branch thereof.

(6) "Public funds" or "fUnds” means ths
fUnds under the control or in tho custody of
a public official by virtue of offioe, other
than those which, pursuant to law other than
this section, ORS 295.015 and 295.025 lo
295.165, are invested in authorized invest*
manta or are depocitad fbr the purpose of
meeting the payment of principal or interest
on bonds or like obligations.

ORS 296.016

295,005

(7) "Security" or "securities" moane:

(@) Obligations of the United States, in-
cluding those of its agencios and
instrumentalities;

(b) Obligations of the International Bank
for Reconstruction and Development;

(0) Bonds of any state of the United
Staten (A) that are rated in one of tha four
highost grade* by a recognized investment
service organization that has boon engagod
regularly and continuously for a period of
not less than 10 years in rating state and
municipal bondn or, (B) having once boon so
rated aro ruled, pursuant to ORS 296.096. to
be eligible securities for the purposes of this
section, ORS 295.016 and 295.029 to 296.165,
notwithstanding the loss of such ruting;

(d) Bonds of any county, city, school dis*
trict, port district or othor public body in tho
United States payable from ad valorem taxes
levied generally on substantially all property
within the issuing body and that meet tho
rating requirement or aro rulod to bo oligiblo
securities as provided in paragraph (c) of this
subsection;

(e) Bonds of any county, city, school din*
trict, port district nr other public body iesuod
pursuant to tho Constitution or statutes of
the State of Oregon or the charter or ordi-
nances of any county or city within the State
of Oregon, if the issuing body has not been
in default with respect to the payment of
principal or interest on any of its bonds
within the preceding 10 yoars or during tho
period of its existence if that i* less than 10
years;

(w Notes issued by a municipality under
ORS 287.526 and bond anticipation notes is-
sued, sold or assumed by un authority under
ORS 441.560;

(9) One-fhmily to four-family housing
mortgage loan notes related to property situ-
ated in the State of Oregon, which are owned
by a depoeitory bank, no payment on which
is more than 90 days past due, and which aro
eligible collators! for loans from the Federal
Reserve Bank of San Francisco under section
10(b) of the Federal Reserve Act and regu-
lations thereunder;

(h) Bonds, notes, letters of credit or other
securities or evidence of indebtedness consti-
tuting the direct and general obligotion of a
E)edekral home loan bank or Federal Reserve

ank;

(D Debt obligations of domestic corpo-
rations that are rated in one of the three
highest grades by a recognized investment
mervioe organization that nas been engaged
regularly and continuously for a period of
not loss than 10 years in rating corporato
debt obligations;
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(j) Collateralized mortgage obligations
and real estate mortgage invoetmont conduits
that are rated in ono of tho two highest
grades by a recognised investment service
organization that has boon engaged regularly
und continuously fbr a period of not less
than 10 years in rating corporate debt obli*
gations; and

(k) One-family to four-family housing
mortgages that have boon sscursd by moans
of a guarantee as to fUIl repayment of prin-
cipal and interest by on agency of the United
States Government, including the Govern-
ment National Mortgage Association, the
Fadnrul National Mortgage Association end
the Federal Home Loun Mortguge Corpo-
ration.

(8) “Public official" means each officer
or employee of this state or any agency, pol-
itical subdivision or public corporation
thereof who by law ia made the custodian of
or has control of any public Amds.

(9) "Value" means the value of securities
at the most recent valuation date, as pro-

vided in ORS 295.096, or, if issued th fter,
i M%%%ﬁ%g@

85,010 (Amsndod by 1083 c3B2 83 1%7 c.l?2 (L
1006 ¢.139 8L, repealed by 1067 c.459 S
295.016 Maintenance of securities by

depository required. Except as provided in
ORS 296.018:

(1) Each depository throughout the pe-
riod of its possession of public fund doposite
shall maintain on deposit with its custodians,
at its own expense, sacuritios having a valuo
not less than 25 percent of the certificates
of participation issuod by its pool manager.

(2) The depository may deposit other eli-

ible securities with its custodian and with-
raw from deposit sccuritios theretofore
pledged to socurc deposits of public fUnds, if
the remaining securities have a value not
less than 26 percent of outstanding certif-
icates of participation of ths pool mnnager.
The pool manager shall execute such re-
leases and surrender such custodian's re-
ceipts as arc appropriate to effect
substitutions and withdrawals of oxcoss
pledged nccurities. 1195? c46l &, 19/5 c515 83

296.018 Increase in required collateral
of depository) notification! effect of fail-
ure to increase collateral. (1) The State
Treasurer may roquire any depository bank
during any period when it has in its pos-
session public fUnd deposits to maintain on
deposit with its custodians securities having
a value not loss than 110 percent of the cer-
tificates of participation issued by its pool

PUBLIC FINANCIAL ADMINISTRATION

manager. The increase in collateral ehall bo
ordored upon tho advice of the Director of
the Department of Ineurance and Finance. If
tho depository bank is a federally chartorcd
savings and Joan association, in giving its
advice to tho State Trsasuror the Director
of the Department of Insurance und Finance
may roly exclusively on information provided
to the director by federal regulatory agencies
and by the association on forms proscribed
by tho diroctor; as a condition of being ana-
lyzed and reviewed by the director, a federal
association shall Agree and consent to pro-
vide the diroctor with accurate, portinont
and timely information.

(2) Fuilure of the Director of the Depart-
ment of Insurunce and Financs to inform the
State Treasuror of the condition of any de-
pository does not give any public depositor
any right or impose any liability on the di-
roctor. The Stato Treasurer ehall not be lia-
ble to any public depositor or to any
depository hank for increasing or not in-
creasing the collateral requirement ae au-
thorized in subsection (1) of this section.

(3) Any depository bank notiflod by the
State Treasurer of the increased collateral
requirement shall comply with cho order
within 10 bueinoss days by inoroasing the
collateral in the same mannor as required for
tho initial deposit of collateral in ORS8
295.015. The bank shell notify tho State
Treasurer and the pool manager of its com-
pliance by aupplying copies of ths custodian's
receipts for the increased collateral.

(4) If any depository bank notified by ths
State Treasurer of an incrsnsod collateral
requirement fails to notify the Stats Treas-
urer of compliance therewith within 10 busi-
ness days, the State Trsasuror shall
immediately notify tho Diroctor of the De-
partment of Insurance end Finance of the
failure and shall tend notice to the pool
manager and all public depositors served by
that depository bank of its failure to comply.

(5) A depository bank described in sub-
eoction (4) of thia section shell aocept no

further public deposits. 11975 c513 82; 16HL 440
81; IBM c.702 8182; 1087 c.373 »{2St, 28b; 1987 c.554 11;
1089 C.171 1411

SBS.020 |R»p«*iad by 1967 <451 |32

296.022 Collateral not required for de-
ferred compensation funds. Notwith-
standing any other provision of this chapter,
when a bank, mutual savings bank or savings
and loan association receives funds from the
state for deposit or investment under the de-
ferred compensation program established un-
der ORS 243.400 to 243,495, ths institution
shall not have to maintain the collateral re-
quired under this chapter for those deferred
compensation program fUnds. 2)977 c721 831

28120
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295.025 Retention of cash working
fund by public official) depooit of remain-
ing publio funds. (1) Anv public official may
retain undoposited auch reasonable cash
working fund as is fixod by the governing
body of the political subdivision or public
corporation for which the publio official acts.
Excopt to the extent of such ca*h working
fund. «aoh publio official shall deposit public
Atnds in the custody or control of the publio
official in ono or moro depositories currently
qgualified pursuant to ORS 295.005, 295.016
and 295.025 to 295.195. The public official
shall not have on deposit in any on* depoui-
tory bank und its brunchoa a sum in oxccss
of the amount insured by tho Fodaml Deposit
Insurance  Corporation or the Federal
Savings and Loan Insurance) Corporation,
without procuring cortificates of pnrtic*
ipation issuod by the pool manager of tha
depository in an amount equal to the excess
deposit. mpllance’? with  ORS,. 295.005,

é?BﬁSSP(ﬁYl:]H ?T% ng?iﬂnal gs roliovca the

y nacc?u(?
the clstody
or control of the  public official,

cenfiate ¢ ?fa?ﬁ%?r? |o€u|bs“ﬁec?f[)ual holf

manage |n an’ amoy Pg{ am unt

re UI sec 10N hla sectlon

eq es e oswrx

I|c of surre eritt

|n na(?org |rec % IWana er
|gnate p%n 554 1 WD @

298030 |R«piulkd by 1997 c46l 132

296.0.15 Tnnuanafl of custodian's receipt
for aoourltiee- Upon receipt of securities
from the depository bank, the custodian bank
shall issue to the pool manager designated
by the depository a custodian's receipt de-
scribing the securities. [19%7 c45 41

293040 (Amsndad by MCK{)&, 1083 0128 Hi
1935 c629 tls ripaaltd by 1967 e451 R

295.045 Designation of pool managers;
rootdure for changing managers. Each
epository bank shall designate one or more
pool managers as provided in ORS 295.005,
295.015 and 295.025 to 296.165; but it shall
designate only one pool manager to function
with respect to the publio fUnd deposits and
the security therefor of a single public offi-
cial. If tho depository elects to chango pool
managers, the public official shall surrender
certificates of participation issued by the
former pool managor in exohange for certif-
icates of like amount issued by ths successor
pool manager, and the former pool manager
shall cause tno custodian to deliver to the
successor pool manager custodian's receipts
for security no longer required to support its
outstanding certificated of participation.
Such transactions njpy be arranged by

250%5

escrows or otherwise, as the parties agree.

11067 c.461 151
205.030 IKapaulcd by 1967 c.461 |.12|

295,055 Depository bank to inform
State Treasurer of its custodian banks
and pool managers, Each depository bank
shall koop on file with tho Stato Treasurer
the names and addressee of each of its
6Lrstodian banks and pool managers. 1197 c.451

200,060 IRepedled by 1067 c.45 131

295.065 Duties of pool manager.
pool manager shall:

(1) Maintain an accurate inventory of the
securitise of each depository bank described
in the custodian's receipts 'transmitted to it
from custodian banks, and adjust the inven*
tory to reflect withdrawals and substitutions
of securities p.evlously inventoried.

(2) Appraise tho value of the securities
added to and withdrawn from the inventory
of the dopository bank, and appraise the
value of the ontiro inventory of the deposi-
tory on October 1 of each year and at such
othor times as it is diroctsd to do so by the
State Tronsuror,

(3) Issuo certificates of participation to
public officials in amounts designated by tha
depository bank and, upon the direction of
the depository bank and the written consent
of the public official to whom it it iaeued,
reduco, modify or cancel a certificate.

(4) Notify in writing holders of certif-
icates of participation in the collateral of a
depository bank whenever, after 10 daya' no-
tice t> tnn depository bank, the value of the
eeouritie* continues to be lass than 26 per.
cent of outstanding certificates.

(5) Notify tho State Treasurer of the oc-
currence whenever a bond in the inventory
of a depository bank lose* its rating require-

ment provided in O 295.005 é??(c) ana (d).
11967 c.461 67; 1973 c.378 1975 ¢.515 64

226.070 IRspssisd hy 1267 c.451 |32]
296.075 [1065 ¢.620 13; r«p**l«d by 1967 c.451 |32

295.064 JAmandad by 1059 ¢330 12: 1963 c.820 $2)
1087 ¢.3?5 833; repealed by 1067 c.45| 632!

295.085 Requiring special certification
of collateral value. If, in the opinion of the
State Treasurer, market conditions so indi-
cate, the Stato Treasurer may require certif-
ication of collateral value in accordance with
ORS 295.065 at othor times throughout the
year. The decision to request a special cer-
tification shall be solely at tho discretion of

Eaoh

the State Treasurer. 1197 c46l &L
296.090 IAmmdid by 1939 e.330 63; repealed by
451 632

295,095 Valuation committee; appoint-
ment; duties; compensation and expenses!
report to govern appraisal of securities

B2

1967
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by poo) managers. (1) Not later than Janu-
ory 16 of each year, the State Treaeurer ahall
appoint a committee of not less than throe
nor more than five individuate to serve with-
out compensation as a valuation committee,
Within 15 days after September 90 of each
year and within 16 daye after any date spec-
ified by the State Treasurer, which dates
shall be known as valuation dates, the com-
mittee shall establish means for the determi-
nation of the value of eligible securities
based on quality, coupon rate, maturity and
yields on similarly rated securities or. on
bonds of similar quality. Each member of the
committee must be a resident of this state
and have experience in bond market trans-
actions or analysis. The membership of the
committee must includo one or more officers
of banks or trust companies. Whenever the
number of tho membere of the committee is
lees than five, tho State Trsasuror may ap-
point an additional member for a term expir-
ing on the following January 15. Members
arc entitled to compensation and axpenscs as
provided in OHS 292.495,

(2) Each report of the committee ahall
includo its determination with respoct to the
continued eligibility as collateral of all bonds
reported to the State Treasurer pursuant to
ORS 295.065 (6) einco the publication of the
committee's last preceding report and appro*
prints criteria for use in the valuation of
such of those bonds ao are determined to be
eligible.

(3) Pool managers shall appraise securi*
ties in accordance with the report of the
committee currently in effect, Provided,
however, that the committee shall value so-
curitian of the type deecribod in ORS 295.006
(7)(g) as provided under ORS 295,185.

(4) Tho findings of the committee shall
be published or otherwise made available
from time to time as the Stato Treasurer de-
termines to be appropriate and necessary for
the purpose of a&viaing depository banks and
pool managers. 11%7 c451 18| 199 c314 (29, 1973
c878 |3; c4%6 J1|

306100 (Repealed by 1BY c46l [32]

296.105 Effect of deposit of seourltiesi
rooeduro in case of default of depository
ank. (1) Tho deposit of securitise oy a de-

positors' bank with its custodian pursuant to
ORS 285.006, 295.015 and 295.020 to 295.165
constitutes consent by the depository to the
disposition of the securities in accordance
with this section. 41

(%) Whon a depository is closod by ord

of tho Director of the Department of Insur-
ance and Finance or the Comptroller of the
Currency, the State Treasurer shall:

PUBLIC FINANCIAL ADMINISTRATION

(b) Demand and receive from the custo-

dian the securities pledged to secure deposits
of public funds and, with the advice and
counsel of the valuation oommittoe, liquidate
in an orderly manner the aecuritieo or auch
thereof as the State Treasurer may deter-
mine advisable at public or private sale and
distribute the proceeds ae provided in this
section.

(3) Each public official shall advise the
State Troasurer of the amount of tho public
official's deposits in the defaulted depository
bank, and tne State Treasurer shall proceed
to determine the total amount of the claims
payable out of the collateral of the deposi-
tory. Tho claim of a public official for pur-
poses of this section enall be the lesser of;

(@ The amount of tha public official's
dopoeits plus interest to the date the funds
are distributed to the public official at the
rate the depository agrood to pay on the
funds reduced by tne portion thereof that is
insured by the Federal Deposit Insurance
Corporation; or

(b) Tne amount of the public official's
certificates of participation plus interest on
the public official's deposits to tha date the
ftinds are distributed to the public official at
the rate the depository agrood to pay on the
fUnds.

(4) The State Treaeurcr shall distribute
th* net proceeds of ths collateral, to the ex-
tent that they do not exceed the total claims,
among the public officials entitle-*; thereto in
proportion to their respective claims. The
State Treaeurcr shall remit to the depository
bank any of its collateral or tho proceeds
thereof in oxcess of tha umount oo distribut-
able to public officials.

(5) If the net proceeds of tho collateral
are inadequate, after all other available
sources are applied, to meet the total claims
of the public officials ontitlod thereto, the
public officials may mako claims against the
depository bank as general creditors.

(6) The State Treasurer, in accordance
with ORS 183.310 to 183.660, shall adopt

rules to carry out this section. &1917 c4sS HO
1973 CA3R fit; 135 15 1983 ¢.266 {10; 1056 c.762

998110 |Am»nd*d by 1933 ¢.352 B3 ropealid by 1007
c.4il

296,115 Time deposits. (1) Any deposi-
tory may ofTer in writing to nccept from the

State Treasurer time deposits without limi-
tation in amount or in an aggregate amount

%herein stated and to pay interest on tho

time deposits at rates specified in tho offer.
The offer shall be a continuing offer until it
is modified or withdrawn by notice in writing

(@) Demand and rocejve from the podelivered or mailed by registered or certified

manager the custodian's receipts; and

mail to the State Treasurer. While tho offer

512
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225.128 Deposits for tirmi not ex*
aeeding two years; interest! retention of
sum by State Treasurer to pay current
obligations. (I)(a) The State TVeasurer may
deposit moneys not required to meet current
demands for a term not to exceed two years
at suoh interest ratae and upon such condi-
tions aa to withdrawal# of such moneys as
may be agreed upon between the State
Treasurer and any depository bank or banks
in tho state.

(b) All interest received on deposits
moneys under this subsection ahall accrue to
and become a part of the Qeneral Fund aa
required by ORS 293.140.

(2)(@) The State Treasurer may deposit
moneys of any of the fUnds mentioned in
ORS 293701 (2), except moneys deposited
under subsection (1) of this section, at such
interest rates and upon such conditions aa to
withdrawala of such moneys as may bo
agreed upon between the State Treasurer and
any depository bank or banks in the state.

(b) Notwithstanding ORS 293.140, all
terest received on depoeits of moneys under
this subssction shall accrue to and become a
part of the fUnd the moneys of which were
deposited?

(3) The State Treasurer may rotain on
hand in tha state vault or in a depository,
the sum ths treasurer considers necessary as
a reserve for the purpose of paying the cur-
rent obligations and appropriations of the
StatS 119%7 ed51 |12b; 1831 0189 (1; 1989 C319 <2

Amended by 1953 ¢352 (3; r ed by 1867
L |32| 130 by (3; repealed by

295.138 Designation of depository; col-
lection for claims due state. (1) The State
Treasurer may designate such banks as ore
necessary within this state as depositories
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official may deposit moneys coming into the
hands of the public official in connection
with official duties with the trcnourer of the
political subdivision or public corporation
concerned and obtain a receipt therefor, « 11907
c.45 116

M, 170 (Repealed by 1807 c451 »3)

296.176 Expanses of State Treasurer
as pool manager. Tho oxponse of the State
Treasurer in acting as a pool manager shall
bo paid to the State Treasurer by the depeii*
tory bank using the services as pool man.
agor. The State Treasurer, under rules and
regulations to be' adopted by the State
Treasurer pursuant to ORS. 183.310 to
183.650, shall deposit fUnds so received und
may require advance deposits to be made by
any depository bank.1The moneys creditad
pursuant to this section are continuously ap*
propriated for the payment of expenses in.
curred in tho administration of ORS 295.005,
296.015 and 296.025 to 295.165. (1897 045 [9Qt
1839 c509 1B

895,160 IKepedarf hy 1607 0451 [32)

PUBLIC FINANCIAL ADMINISTRATION

(3) Whon fUnds aro depoeited in a finan-
cial institution in a foreign country pursuant
to subsection (1) or (2) of this section, tho
institution shall not bs required to maintain
collateral as provided in ORS 296.015. Rea-
sonable and prudsnt measures to protect the
public ftinds from loss shall be exorcised to
the extent permitted under the laws of the
foreign country

report

4) Th State Tre sur r. ahall

the grs tive Assemhly bienniall th
mount! opos S In. rer co nrres ana
t e o era.ton gnoragHvrltre Lé%t ? gy SUﬁe
mot Frart ?9 %r%%rr? it
rrﬁtc ggﬁderrrh@e]d%p each 0 orr%
re esesrecronce ; era Ontagg
unded. (]Q%C:%trl ﬂf

890800 (Repesled by 1657 451131
891910 (Repedledby 1067 c451 131
891120 (Repedled by 16807 c451132)

296.186 Maintenance of certain uncurl* )
ties or collateral at rata eet by State (Repealed by I c451|S2]
Treasurer. Notwithstanding ths provisions 891.840 IR.pealad by 1907 c451|32]

of ORS 296.015 to 296.165. securities de*
scribed in ORS 295.005 (7)(g) shall be main*
taincd as collateral for public deposits at the
value determined by the State Treasurer.
11983 C45% (6L

285190 IRtptslid by 1967 C/BL [37]

295.195 When deposit in forertgn coun
try authorized; eff ct on collateral.
Notwithstanding any other provision of ORS
chapter 295, the Department of Higher Edu-
cation, with the approval of tho State Trsas*
uror, may deposit funds in a financial
institution in a foreign country, if the cir-
cumstances under which the flmds are to be
used render it impracticable to kocp the
funds in a domestic financial institution or
if the terms of a gTant, gift or contract re-
quiro that the funds be kept in a foreign
country,

B0 (e by D Gl

890490 (Repesled by 1907 451137

repealzggzrg/o (Arended by 1657 7L {]; 1965 clffi @,

896450 (Repedled by 1907 c451|%0)
296,450 (Repesiod by 1657 c451 621
898470 (Repedled by 1967 c451120)
20L480 (Repedled by 1087 c46L (2L
19500 |Amondedby 1603 ¢503|5; repealed hy 1967
edsl 1321
86100 (Repedledby 1907 e4AL |32
2510 (Repedied by 197 CZHL@
890580 [Repedled by 19657 c451
(Repedled by 1B/ e4nl
991990 (Repedled by IR c45113)
9965901 11957 c451 818, repedled by 1971 c.743 (431

2 Notwithstanding any other provision

of this chapter, to the extant ostimAtad to be
necessary to fbnd operations or activities for
one biennium of the State of Oregon in a
foreign country, tho State Treasurer may de-
posit funds in a financial institution in a
foreign country.

CHAPTER 293

[Reservad for expansion!
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Baxik~fAlaslza

Corporate Hoailguanors P O Box 100500 Ancliorago, Alaska 09510 0600 1007) 276-1132

April 17, 1991

Scott A. Burgess

Executive Director

Alaska Municipal League

217 Second Street, Suite 200
Juneau, Alaska 99801

Dear Mr. Burgess:

We have reviewed your RFP for providing a local government
pooled investment Fund for AML members.

After careful examination, and based on the criteria
outlined in the RFP éparagraph 3A, page 5 "Scope of Services
Required"), we have determined that NBA is not qualified to
make a proposal unless we joint venture with an out-of-state
money manager. While we have the ability to enter into a
joint venture, we feel it would not be in the best interest
of either the bank or League members.

We are disappointed our Bank is unable to qualify and the
municipal funds will undoubtedly have to leave the state.
As you know, NBA is a strong believer in investing in our
communities and the state. For the past 75 years, we've
serviced Alaskan communities with sound investments and we
feel our products still compare favorably against
out-of-state money managers.

Scott, if you were to consider the fact that NBA has offices
in 30 Alaska communities, employs ove# 1150 Alaskans with an
annual payroll over $37 million, paid over $880,000 in real
estate and personal property taxes to League communities and
the State, and makes sizable contributions to the State's
economy in a variety of ways, then maybe the additional
value your members might receive from an outside money
manager would be better compared.

Alaska's Most Convenient Dank



Again, we thank you for including us in the process and |
hope you will accept this letter as an expression of our
disappointment in not being able to participate in this
program.

Sincerely,

Rod Shipley ly

Vice President (/
Trust Administrator

cc: Alaska Municipal League Board Members

caj



March 28, 1991

Senator Arliss Sturgulewski
Alaska State Senate

Post O ffice Box V

Juneau, Alaska 99801

RE: SB 182 - Investment Pools for Public Entities
Dear Senator:

In response to your request during the recent Senate Community and Regional
A ffairs Committee meeting on SB 182, | am providing some additional
information regarding legislative authority for local government investment
pools from other states.

| have enclosed copies of statutes from Colorado, Minnesota and lowa which
run separate entity (non-state), local government investment pools. I
mentioned in my testimony before the C&A Committee, other states have
established their local government investment (and insurance) pools under
"joint powers" acts which allows two or more entities to enter into
agreements. Separate (non-state) local government investment pools were
formed in lowa and Minnesota under "joint opowers" statutes (copies
enclosed).

Let me again briefly review the AML's goals for the legislation, and for the
program. The AML is seeking legislation (SB 182/HB 199) to clarify the
authority of municipalities and school districts to do jointly (in our case
through the AML) what they can do individually - invest public funds in a
pool to provide security and liquidity while providing a higher rate of
return, and provide investment advice, convenience, diversification,
accounting and professional management. While our attorneys said creating
such a pool may he possible under existing statutes, tha AML Investment Pool
Committee decided to pursue legislation to facilitate the creation of an
investment pool and avoid any legal questions in the future.

There would be no cost or fiduciary responsibility on the state created by
SB 182. Alaska law does not lim it to any great degree instruments in which
municipalities and school districts can invest. To insure security and
liquidity, the pool will limit the types of investments beyond the options
available to the entities individually. The increased rate of return does
not come with higher risk investments but through the pooling of funds.

Public entities will voluntarily participate in the pool only after
reviewing bylaws and investment- policies, passing a local resolution or
ordinance authorizing participation, and signing a cooperative participation
agreement. Then they will actually invest their funds, and keep their funds
invested in the pool, only if the pool provides competitive rates. The AML
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Board intends to establish a pool run by professional management firm and
with oversight of representatives of participating entities, including
finance officers. We have a request for proposal for firms "on the street".
The committee is working on bylaws, cooperative agreements, and resolutions.

While the legislation would allow others to form an investment pool, the AML
intends to create a pool for the henefit of our members and others if it
proves feasible. If it is not feasible we may look to the state treasury
but, at least at this point, municipal finance officers and other officials
we are working with have encouraged us to develop a program in which they
have more control of their money. The AML got legislation passed in 1986
to allow it to create a pool for insurance and that program, now in its
third year, has been very successful.

[f you have any other questions, please feel free tocall. Thank you for
your interest and your support,

Sincerely,

Scott A. Burgess
Executive Director

Enclosures

¢c: Senator Steve Frank
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(2) Investments under this section shall be limited in their acquisition and '
retention in the above classes of securities so that the aggregate of all |5
investments in each separate fund at any Lime shall be as follows: '

(n] iICinm** 1,5, mJ 3, 0or July MiubliUlluii lii» ouf, up lu u*¥i> umuum but f.
not let# than seventy percent;

(b) Clooo  Inany amount not to exceed thirty percent; A

(c) Class 5.Inany ainminr uihir.h i« Hilly insured hy th/» IWWal «avinga
and ‘loan insurance corporation or th*» federal dopocit incurcmo* corporation.” Vi-?

063) The irgal investments in this section authorized for cities having a W,
~

Dulation 0™ twentv.five. rthiKrmd nr n}nrc ehall. ho In addition ro thncn
Investments oherwica by law authorised tor cnid 0itioo.

mglrll)[*_,\loofv_\(ilrtp%tgﬂqmpga.ttrt]ieolﬁ) r?lY r'f?”?n%h St%) S|e|_rcnt=?end (?l% OtLg?rlsaSce(}CtHgﬂloW Va?r?t' M
retention in the classes of securities set forth in subsection (1) of this section ™"
BO thagc tlhle aggregate of all investments in each separate fund at any time shall

e as follows:

(a) Classes I, 1,and d, or any combination thereof, up to any amount but i

. Eb) Class 4.Inany amount not to exceed fifty percent, but ucil mum IjuaW..
fifty percent of such class 4 aggregate may be invested in class 4 notes, bonds,
or ‘debonturac which aro convertible irito shares of common stock or in

common stocks of such class 4: ft s,
(c) Class 6, In any amount not to exceed fifty percent;

v
(d) As a further limitation thereon, in any amount not to exceed seven *g@V.i
p/repnt nr nn< hundred thousand dollars, whichovar ic tho groator, of any one ™

Issue valued at the time of purchase;

(sz( In no event ahall any iiiverMiur.ud >n tioub-Jbt ilu*. i uuuit«iii_fic_preferred
stock, or both, of*any single corporation in an amount in excess of five
percent of the then book value of the assets of the retirement fund.

(Lawe 1063, S.D.60, $ 1; Lawa 1060, [.D.1140, S 1. &
Prior Compilations: C.R.S.1953, § 83-1-S; C.R.S.1963, § 83-1-3.

Library References

Municipal Corporations <=884.
Widht pAW. T?oE{c NO. 268,
CJ,C, Municip CV/IpUI&tIUU»9 *931-

PART 7
INVESTMENT FUNDS-LOCAL GOVERNMENT POOLING

§ 24-75-701. Local governments--authority to pool surplus funds

n ac&ordance with the Rrovisions of this part 7, it is lawful for any countﬁ
city and_rnunty. rity, thwh, «bvil diori-t, «pe:is| ditt.ict, or ullmr putillcul
subdivision of (ha ctata, or any deparﬁr&ent, agency, or instrumentality ibcic-



STATE FUNDS §24-75-702

of, or any political or public corporation of the state to pool any moneys in its
treasury, which are not immediately required to be disbursed, with the same
SUCtl moneys tn llic Utaatuy of ony othor county, city ;snd county. CItV, town,
school district, special district, or other political subdivision of the state, or
any department, agency, or instrumentality thereof, or any political or public
cog)oratllon_ of the r.tate in order to take advantage of short-term investments
and maximize net interest earnings.

(Laws 1983, K.B.1097, § 1, Laws 1986, H.B.1279, § 1)

Library References

Municipal Cm-psrations @=>884,
WESTLAW Topic No. 268,
CJ.S. Municipal Corporations § 1881.

Notes of Decisions

Construction and application 1 88 2*1-75-701 and 24-75-702. AG FILE No.
DLS8703970/AQC June 29. 1987.

1. Construction and application
Colorado local governmental units may pool
funds for Investment only in accordance with

§ 24-75-702. Local government investment pooling—trust method

(I) The governing body of each local government entity that desires to
participate in pooling shall cooperate in drafting a uniform resolution to be
adopted by a majority vote of the %overnm body of each partlmﬁatmﬂ entity.
Tile resolution shall provide for, but need not be limited to, th? following:

(a) Establishment of a local government surplus funds trust fund:

(b) Supervision of the trust fund by a board composed of tha treasurers or
uthcr locsl official* ompowererLinJnvest local funds of each of the participat-
ing entities;

(c) Administration of the trust fund by au Investment offioor and the
manner of his appointment-as trustee;

(d) An appropriation from each participating entity to finance the establish-
ment of the trust fund and the repayment of the'appellations from the

earnings of the trust fund;

(e) Payment of the expenses of administration from the income received
from the earnings of the trust fund,

(f) Limitations, if any, on the aggregate amount of moneys which any
participating local entity may have on deposit in the trust fund at one time;

(g) Limitations, if any, on the period of time that the funds of any partici-
pating entity may be held in trust;

(h) Maximum maturity dates of instruments purchased with truit fund
maoneys;

(i) Penalties upon particiﬁating entities for early withdrawal of funds and
procedures for resolving other contingencies W“F may jeopardize the earn-
Ing potential of the trust fund, but the principal of each and every account

469



§24-73-702 GOVERNMENT—STATE

constituting the trust fund shall be subject to payment at any time from
moneys in the trust fund;

~(j) Distribution of the income from earnings of the trust fund to participat-
ing entities on a pro rata basis;

.ék) Maintenance of separate accounts for each participating entity. Indi-
vidual transactions and totals of all investments, or the share belonging to
each participant, shall be recorded in the accounts.

(/) Periodic audits of trust fund management;

(m) Periodic reports to each participating entity showing changes in invest-
ments and earnings thereon;

(n) Semiannual financial reporting of the details of the operations of the
trust fund;

(0) Purchase of surety and other bonds necessary to protect the fund.

(2) By separate resolution similarly adopted, the governing body of each
participating local government entity shall authorize investment of any mon-
eys in its treasury, which are not immediately required to be disbursed, in a
local government surplus funds trust fund established pursuant to this sec-
tion. The resolution shall name the local government official, who may be
the treasurer or other official empowered to Invest local funds, responsible
for deposit and withdrawal of such funds and shall state the approximate cash
flow requirements of the local government for the surplus funds invested. In
making such deposits and withdrawals, such official shall use prudence and
carc to preserve the principal and to secure the maximum rate of interest
consistent with safety and liquidity. The resolution shall be filed with the
trustee of the trust fund.

(3) The investments made with trust fund moneys shall be limited to those
instruments which all participating local government entitles may individual-
ly invest in by law. The trust fund shall not be used to circumvent limitations
on the investment authority of participating local government entities,

(4) The trustee of any trust fund moneys authorized by this section shall
invest in compliance with the reguirements of this section and with that
degree of judgment and care, under circumstances then prevailing, which
persons of prudence, discretion, and Intelligence exercise In the management
of their own affairs, not for sPecuIatlon, but for investment, considering the
probable cafety of their capital and need for liquidity as well aa the proban-e
Income to he derived.

(Laws 1983, H.B.1097, § 1.)

Notes of Decisions

Construction and application 1 88 24-75-701 and 24-73-702. AC FtLE So.
DLSI703970/A0C  June 29. 1957.

1. Construction and application
Coloradp local goxernmental units may pool
fun.lg fur Investment only In aixunlanuo with

470
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4713 MUNICIPAL ttIGITS, POWEHS, DUTIES

éYElegHI%ANGE ASSOCIATION OF MUNICIPALITIES AND SCHOOLS: MEM-

For the purpose of providing an areawide approach to problems which demand
coordinated and cooperative actions and which are common to those areas of northeast
Minnesota affected by operations involved in mining iron ore and taconite and produc-
ing concentrate theréfrom, and for the purpose of promoting the general welfare and
economic development of the cities, towns and school districts within :he iron ranges
area of northeast Minnesota, any city, town or school district in which the net tax caﬁ_ac-
ity consists in part of iron ore, ‘or lands containing taconite or semitaconite or which
is'located in whole or part in the tax relief area defined by section 273.134, may pay
annual dues in the range association of municipalities and schools. The association may
sue, be sued, interveng and act in a civil action in which the outcome of the action will
have an effect upon the interest of any of its members.

HiStory: 1943 ¢517s 1: 1965 ¢ 309s 1; 1973c 123 art 5s 7; 1978 c575s 1; 1979
c124s1;1983c64s I; 1988¢c 719 art 55 84; 1989 C 329 art 135 20

47159 JOINT EXERCISE OF POWERS.

_ ivision L. A?reement. Two or more governmental units, by agreement entered
into through action o their governing hodies, mayjointly or cooperatively exercise an
power common to the contractm_? parties or any similar"powers, including those whic
are the same except for the Territorial limits within which they may be exercised. The
agreementmay provide for the exercise of such powers by one or more ofthe participat-
ing g%overn,mental units on_behalf of the other participdting units. The term “govern-
mental unit” as used in this section includes every ci Y couuty, town, school district,
other political subdivision of this or another state, another state, and any agency of the
state of Minnesota or the United States, and includes any instrumentality 0f a ?overn-
mental unit For the purpose of this section, an instrumentality of a governmental unit
mtyeans an instrumentality having independent policy making and appropriating author-
ity.

Subd. 2. Agreement to state purpose. Such agreement shall state the Purpose ofthe
agreement or the power to be exercised and it shall provide for the method by which
the purpose sought shall be accomplished or the manner in which the power shall be
exercised. When'the agreement provides for use ofajoint board, the board shall be rep-
resentative of the parties to the a%reement. Irrespective of the number, composition,
terms, or qualifications of its members, such board is deemed to comply with Statutory
or charter provisions for a board for the exercise by any one of the parties of the power
which is the subject of the agreement. . .

. Subd, 3. Disbursement of funds. The parties to such agreement may provide for
disbursements from public funds to carry out the purposes of the agreément. Funds
may be paid To and disbursed by such agéncy as m_a?{ be agreed upon, but the method
of disbursement shall agree as far as practicable with the method provided by law for
the disbursement of fonds by the parties to the agreement. Contracts let and purchases
made under the agreement shall conform to the [egu_lrements applicable to contracts
and_purchases of any one of the parties, as specified in the agreement. Strict account-
ability of all funds and report ofall receipts and disbursements shall be provided for.

_Subd. 4. Termination of agreomont. Such agreement ma,}/ be continued for a defi-
nite lenn or until rescinded or terminated in accordance with its terms. .

Subd. 5. Shall proride for distribution of property. Such agreement shall provide
for the disposition of an% property acquired as the resuit of such {plnt or cooperative
exercise of powers, and the return of any surplus moneys in proportion to contributions
olf %hg several contracting parties afler the purpose of the agreement has been com-
pleted.

Subd. 6. Residence requirement. Residence requirements for holding office in aDy
governmental unit shail not apply to any officer appointed to carry out any such agree-
ment.
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97 MUTVICI?AL RIGHTS, POWERS, DUTIES 471.59

Subd. 7. Not to affect other acts. This section does not dispense with procedural
requirements ofany other act providing forthejoint or cooperative exercise ofany gov-
ernmental power.

Subd. 8. Services performed by county, commonality of powers, Notwithstanding
the provisions of subdivision | requiring commonality of powers between parties to
any agreement the board of county commissioners of any county may by resolution
enter into agreements with any other governmental unit as defined in subdivision | to
perform on behalfofthat unitany service or function which that unit would be autho-
rized to provide for itself,

Subd. 9. Exercise of power. For the purposes of the development, coordination,
presentation and evaluation oftraining programs for local government officials, govern-
mental units may exercise theirpowers under this section in conjunction with organiza-
tions representing governmental units and local government officials.

Subd. 10. Services performed by governmental units; commonality of powers. Not-
withstanding the provisions ofsubdivision Lrequiring commonality ofpowers between
parties to any agreement, the governing body of any governmental unit as defined in
subdivision 1 may enterinto agreements with any other governmental unit to perform
on behalfof that unit any service or function which the governmental unit providing
the service or fuaction is authorized to provide for itself.

Subd. 11. Joint powers board. Two or more governmental units, through action of
their governing bodies, by adoption ofajoint powers agreement that complies with the
previsions of subdivisions 1to 5, may establish ajoint board to issue bonds or obliga-
tions pursuant to any law by which any of the governmental units establishing the joint
board may independently issue bonds or obligations and may use the proceeds of the
bondsorobligations to carry out the purposes of the law underwhich the bonds or obli-
gations are issued. A joint board created pursuant to this section may issue obligations
and other forms of indebtedness only pursuant to express authority granted by the
action of the governing bodies of the governmental units which established the joint
board. The joint hoard established pursuant to this subdivision shall be comrosed
solely of members of the governing bodies o f the governmental unit which established
the joint board, and the joint board may not pledge the full faith and credit or taxing
power ofany ofthe governmental units which established the joint board. The obliga-
tions or other forms of indebtedness shall be obligations of the joint board issued on
behalf of the governmental units creating the joint board. The obligations or other
forms ofindebtedness shall be issued in the same manner and subject to the same con-
ditions and limitations which would apply if the obligations were issued or indebted-
ness incurred by one of the governmental units which established the joint board
provided that any reference to a governmental unit in the statute, law, or charter provi-
sion authorizing the issuance of the bonds or the incurring o f the indebtedness shall be
considered a reference to the joint board.

Subd 12.Joint exercise or police power. In the event that an agreement authorizes
the exercise o f peace officer or police powers by an officer appointed by one o f the gov-
ernmental units within thejurisdiction ofthe other ?overnmental unit, sn officer acting
pursuant to that agreement has the full and complete authoritifl of a peace officer as
though appointed by both governmental units and licensed by the state of Minnesota,
provided that:

(1) the peace officer has successfully completed professionally recognized peace
officer preemployment education which the Minnesota hoard of peace officer standards
and traiging has found comparable to Minnesota peace officer preemploymeni educa-
tion; an

(2) the officer is duly licensed or certified by the peace officer licensing or certifica-
tion authority of the state in which the officer's appointing authority is located.

History: 1943 C557; 1949 ¢ 443 5 1-3:1961 ¢ 662 s 1.2: 1965 ¢ 744 s 1-3; 1973 ¢ 123
art 557, 1973 ¢ 541 s 1: 1975 C134s 1.2; 1930 ¢ 532 s 2: 1932 ¢ 507 s 27. 1983 ¢ 342
art|35 15: 1934 ¢ 495 5 1: 1956 ¢ 4o< an 25 15: 1990 ¢ 572 s 14



JOINT EXERCISE OF GOVERNMENTAL POWERS, }28F,.a

CHAPTER 26E

JOINT EXERCISE OF GOVERNMENTAL POWERS

28E1  Purpose.

28E2  Definitions

28E3  Joint oxcreiao, of powers,

28E4  Agreement with other agencie*.
28E5  Specifications. .

288 Additional provisions.

28E7  Obligations not excused.

28E8  Filing and recording

26E9 Status of mterstate ugreement
28E 10 roval o statutory officer.
28E.U 8 ncy to furnish aid.

28E.12 Contract with othor agencies.
28E 13 Powers ore additional 1o othera.
28E14  No limitntion on contract.
26E.15  Distuct agency.

2SE16  Electign for bonds.

28F 17 Transit policy - joint agreement - ity debt.

28E.1 Purpose.

The purpose of thi« chapter Is to permit state and
local governmentA in lowa to make efficient use of
their powers by onabling them to provide joint ser-
vices and facilities with other agencies and to co-
operate in other ways of mutual advantage. This
chapter shall be liberally construed to that end.

(066, 71, 73, 76. 77. 76. 81. 628E.lI

28E.2 Definitions.

For tho purposes of this chapter, the term “public
agency” shall mean any political subdivision ofthis
state; any agency of the state government or of the
United States; and any political subdivision of an-
other state. The term “state" shall mean a state of
the United States and the District of Columbia. The
term "private agency’ shall mean on individual and
any form of business organization authorized under
tho laws of this or s.iy other state.

IC66, 71, 73, 75, 77, 79, 81, §28E.2]
ScF*P0428F )

28E.3 Joint exercise of powers.

Any power or powers, privileges or authority exer-
cised or capable of exorcise by a public agoncy of this
state may be exorcised and enjoyed jointly with any
other public agency of this slate having such power or
powors, privilege or authority, and jointly with any
public agoncy ofany other stato or oftho United Stales
to the extent that lan® of such othor state or of the
United States permit such joint exercise or enjoyment.
Any agency of the slat* govemnont when octing
jointly with any public agency may exercise and enjoy
all oftho powers, privileges and authority conferred by
this chopU*r upon a public agoncy.

ICG6, 71,73.76, 77, 79. 81, §23E.31

33h UDA

2BB.1B ?hared use of f:éctlmes

28F.19  Joint county qent defense fund.

28E20  Joint purchooeso equipment.
UNItfIF.n LANVENKORCEVBNT

2BE .21 Depnmon

28E.22 Re rendum for tax.

28E .23 g

28E.24 Rev nue and Iax levies.

28E26  EX ansmP district.
28E.28 ?/CIVI service ond retlre ent
28E.27 ation oragreements fur law enforcement pur-

2
28E.28 Pu?ﬁmse commjssion.
28E.20A Referendu (Jltax ?\{X di solut|onod|str|ct
al law

28E.29  Amana - additjon enforcement,
28E.30 Agtseeerr\}}ggg for low enforcement administrative

28E.4 Agreement with other agencies.

Any public agency of this state may enter into an
agreement with one or more public or private agen-
cies for joint or co-operative action pursuant to the
provisions of thifi chapter, including the creation ofa
separate entity lo carry out the purpose of tho
agreement. Appropriate action by ordinance, resolu-
tion or otherwise pursuant to law of the governing
bodies involved shall be necessary before any such
agreement may enter into force.

1C68.71.73,75, 77. 79, 81, §2SE.4]

28E.5 Specifications.

Any such agreement shall specify the following;

1. Its duration.

2. The precise organization, composition and na-
ture of any soparatc legal or admir.istrati'-* entity
created thereby together with the powers delegated
thoreto, provided such entity may be legally created.

3. Its purpose or purposes.

4. The manner of Financing the joint or co-
operative undertaking and ofestablishing mid main,
taining a budget therefor.

5. Tho permissible method or methods to be em-
ployed in accomplishing the partial or complete
termination of tha agreement and for disposing of
property upon such partial or complete termination.

6. Any other neccsaary nnd proper matters.

[088,71,73,76.77,79, 81, §28E.51

28E.6 Additional provisions.

If the agreement does not establish n separalo
legal ontity to conduct the joint or cooperative
undertaking, tho agTOoment shall also include:

1. Provision for an administrator or ajoint board
responsible for administering the joint or co-
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tho warrant book. The original warrant ahall bo
preserved for at loost two years. Tha treasurer ahall
muko monthly reports to show for each warrant the
number, date, drawee's name, whon paid, to whom
paid, original amount, and interest.

5. a When a warrant legally drawn on tha
county treasury is presented for payment and not
paid because of n deficiency, the treasurer ahall carry
out duties relating to the endorsement and payment
of Intoraat on tho amount ofdoficicncy as provided in
chapter 74.

6, In lieu of the requirements and procedures
specified in sections 74.1, 74.2, and 74.3, when
warrants other than anticipatory warranto aro pre-
sented for payment and not paid for want of funds or
are only partiolly paid, the treasurer may isBUO a
warrant order for an amount equal to the unpaid
warranto drawn on n fund. Tho warrant order shall
be datod end include the fiind name, amount, and
the rate of interest established under section 74A.6.
The warrant order shall bo endorsed by tho trea-
surer, "not paid for want of funds"”, and include the
treasurer’s signature. The treasurer shall keep a list
of oil wan-ants comprising o warrant order and ahall
submit a duplicote copy of tho warrant ordor to the
auditor. Tho procedures of sections 74.4 to 74.7 apply
to warrant orders.

6. Tho amount of a check outstanding for more
than two years shall bo paid to the treasurer and
credited as unclaimed Ices and trU6t». The treasurer
ahall provide a list of the checks to the auditor who
shall maintain a record of the unclaimed feos ond
trusts. A person may claim an unclaimed fee or trust
within five years oiler the money ia crodited upon
proper proof of ownership.

7. A warrant outstanding for more than two years
shall be canceled by the auditor and the amount of
the warrant shall be credited to tha fund upon which
the warrant was drawn. A person may file a claim
with the auditor for the amount of the canceled
warrant within five years of the date of the cancel-
lation, and upon showing of proper proof that the
claim is true and unpaid, the auditor shall issue a
warrant drawn upon tho fund from which the origi-
nal canceled warrant was drawn. This subsection
does not apply to warrants issued upon drainage or
lovce district funds or any fund upon which tha
county treaouror has issued a warrant order or
stamped n warrant for want of funds.

1. (R60, 8§2187; C73, 8667; C97, §597; C24,27,31,
35, 39. 85168; C46, 60, 64,68. 62. 60, 71,73, 76,77,
79, 91, 8334.3; S81, §331.654(1); 81 Acts, ch U7.
§5531

2. IC51, 8154, 490; 1160, §362, 755; C73, §329;
C97, §485; C24,27,31.35,39, §5162; C46,50,54,68,
62, 66, 71, 73, 75, 77, 79, 81. §334.6; SSI,
§331.654(2); 81 Acte, ch 117, 85531

3. (C51, §165; RGO, §363; C73. §330; C97, §486;
C24,217.31, 35, 39. 8§51tiS: C46, 50, 54.58. 62, 66, 71,
73.75, 77. 79, 81. 8334.6; SSI, 8331 554(3); 81 Acts,
ch 117, §553]

4. [C51, 8169. 160; R60, 8365, 366; C73, 8332,
333; C97, §488; C24. 27, 31, 35, 39. §5UU; C46, 50.

COUNTY HOME RULE IMPLEMENTATION, J33UM

64, 58, 62, 66, 71, 73, 76, 77. 79, 81, 8334.7; S81.
§331.554(4); 81 Actu, ch U7, §553)

6. [381, §331.654(5); 81 Acts, ch 117, §553; 82
Acts, ch 1048, 81|

0. 1C97, 8466; C24,27,31, 35,39, 8§5169; C4fl, 60,
54, 58, 62. 66, 71, 73. 75, 77, 79. 81. 8334.12; S91,
§331.554(6); 81 Acts, ch 117. 8§553]

83 Acta, ch 65, 81, 2; 83 Acts, ch 123, §147, 209

331.555 Fund management,

1. During each torm of office, the treasurer shall
keep a separote account of the taxes levied for stato,
county, cchool, highway, or other purposes nnd of all
other funds crouted by law whothcr of regular, spe-
cial, or temporary nature. The trcaourer shall not
pay out or use the money in a fund for any purpose
except as specifically authorized by law. The trea-
surer shall be charged with the amount of tax or
other funds collacted or received by the treasurer
and shall ho credited with the amount of taxes or
othor funds disbursed from each account as autho-
rized by law.

2. Except as provided in soction 321.153, on or
before the fifteenth day ofeach month, the treasurer
shall prepare sworn statements of the amount of
money hold by the treasurer on the lar<t day of the
preceding month belonging to the state treasury and
mail a copy of the statement and tho remittanco to
the treasurer of state. Anothor copy ofthe statement
shall be mailed to the director of revenue and fi-
nance, However, in lieu of mailing the remittance to
the treasurer of state, tho trcnsurc-r may deposit the
remittance to tho credit of the treasurer of 3tate in
an interest-bearing account in a bank in the county
as designated by the treasurer of state.

3. Ifa treasurer fails to comply with the require-
ments of subaection 2, the treasurer shall forfeit for
ooch failure a sum of not less than one hundred
dollars nor more thon five hundred dollars to be
recovered in on oction against the treasurer’s bond
brought in the name of tho director of revenue and
finance or the treasurer of state.

4. The treasurer shall make a complete settle-
ment with the county semiannually and when the
treasurer leaves office as provided in sections 452.6
end 452.7.

5. The treasurer shall maintain custody of all
public moneys in the treasurer's possession and
deposit or invest the moneys a3 provided in soction

-452.10 nnd rhnntar. As X.

6. The treasurer shall keep all funds invested to
tho extent practicable and may invest the funds
jointly with one or more counties, judicial district
departments of correctional services, cities, or city
-utilities Duraii.-uiltoii.iflitit investment AvrfArt»>i—
(C51, 8156, 161; R60, §364, 367. 799; C73, 8331,
334, 914; C97, 8487. 489. 1459; C24, 27, 31, 35. 39,
§5165, 5160, 5168; C48, 50, 64, §3-34.8, 334.9-
334.11; C53, 62, 66, 71, 73, 75, 77. 79, 81, §334.8,
334.9, 334,11, 381, §331.555, 81 Aus, cli 117, §554)

87 Acts, ch 105, §1; 88 Acts, ch 1084. §1

331.558 Loss of funds — replacement.
Repealed by 88 Am, ch 1108, §4
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be oi shown In the adopted city budget and a*
cartifiod by the clork, subject to any chnnges mode
after a protost hearing, ond any additional tax raton
approved »t a city election. A city levy is not valid
until proof of publication or posting of notic* of a
budget hearing ia filed with tho county auditor.
[C2-1,27,31, 35. 39, §370, 385; G46,50,54,68.62,
66, 71, 73, 824.10, 24.19; C76, 77, 79, 81, §384.171

884.18 Budget amendment.

A city budget ae finally adopted for the following

fiscal year become* effective July 1 and constitutes
the city appropriation for each program and purpose
specified therein until amended as provided in thie
section. A city budget for the current fiBcal year may
bo amended for any of the following purponos:
. 1. Ib permitthe appropriation and expenditure of
unexpended, unencumbered cash balance* on hand
at tho end of the procoding fiscal yaar which had not
been anticipated in the budgot.

2. Ib permit the appropriation and-expenditure of
amounts anticipated to be available from oources
othor than property taxation, ond which had not
been anticipated in the budget.

, 8. Ib permit transfers from tho debt service fund,
the capital improvements roserve fund, the emer-
gency fund, or other funds established by stato law,
to any other city fund, unless epociftcally prohibited
by state law.

, 4. Ib permit transfers between programs within
the general fund.

A budget amendment must be prepared and
adopted, in the same manner as the original budget,
ns provided in eecfion 384.16, and is subject to
protest as provided in section 384.19, except that the
committee may by rule provide that amendment!) of
cortain types or up to certain amounts may be made
without public hearing and without being subject to
protest. A city budget ehall be amended by May 31 of
the current fiscal year to allow limo for a protest
hearing to be held and a decision rendered before
June 30. The amendment of a budget after May 31,
which is properly appoaled but without adequate
time for hearing and decision before June 30 is void

(C24, 27, 31, 35, 39, §375; C4G, 50, 54, 58, 62, 68,
71, 73. 824.9; C76, 77, 79. 81, 8384.18; 82 Acts, ch
1079, 8s1

884.19 Written protest.

W ithin a poriod often days after the final date that
a budget or amended budget may be certified to the
county auditor, persons nfltctod by the budget moy
file a written protest with the county auditor, spec-
ifying their objection* to the budget or any part ofit.
A protost must be signed by qualified electors equal
in number to one-fourth of one percent of tho votes
cart for governor in the last preceding general elec-
tion In the city, but the number shall not be lo** than
ten persons and the number need not be ntoro than
ono hundred poraon*.

Upon the filing of any *uch protest, the county
auditor ahnll immediately propane ft truo and com-
plete copy of the written protest, together with the
budget to which the objection* are made, and shall

a8M

transmit the snmn forthwith to th» state appeal
board, and shall also *cnd d copy of th# protest to the
council

The ntalo appeal board ehall proceod to consider
the protest in accordance with tho same provision*
that protests to budget* of municipalities are consul,
ornd under chapter 24. The state appeal board shall
certify its doci<ion with respect to the protest to the
county auditor and to the parties to tho appeal a*
providod by rule, and the docision shall be final.

Tho county auditor shall make up the record* in
accordance with tho decision ond the lovying board
*hall make its levy in accordance with the decision,
Upon receipt of the decision the council nhoil correct
iU record* accordingly, if necessary.

(039, 8§3D0.2, 390.7; C46, 60. 54, §24 26, 24.31;
C68, 62, 68, 71, 73, 824.27, 24.32; C76, 77, 79, 61,.
8364.19; 82 Acts, ch 1079, 87)

884.20 Separate account*.

A city shall keep separate account* corresponding
to the prograniB and items in its adopted or amended
budget, aa recommended by the committee

A city shall keop uccounts which show an accurate
and detailed statement of all public funds collected,
received, or expended for any city purpose, by any
city officer, employee, or other person, and which
show the receipt, u*e, and disposition of all city
property, Public monoys may not bo expended or
encumbered except under an annual or continuing
appropriation.

[613, §741-0, 741-b; C24, 27, 31, 35, 39, 86675,
6876; C46, 50, §363.49, 363.50; C54, 58. 62, 66, 71,
73, 8368A.5, 366A.6; C75, 77, 79, 81, §384.20)

884.21 Joint investment of funds.

A city or a vat} utility board shall keep all fund*
invested to the exton.' practicable and may invest tha
funds jointly with one or more cities, utility boards,
judicial district departments of corroaional services,
or counties pursuant to a joint investment agreement.

67 Acts, ch 105. §2; 83 Acts, ch 1084, § 2

384.22 Annual veport.

Not later than October 1 of each year, a citv shall
publish an annual report as provided in soction
862.3 containing ft summary for tho preeading fiscal
year of all collections and recoipts, ell accounts due
the city, nnd all expenditure*, the current public
debt of the city, and the legal debt limit of the city for
the current fiscal year. A copy of this report must bo
furnished to the auditor of state.

[S13, §741<, 1056 a7, 1056 a8, 1056 033; C24, 27,
31, 35, 39, §5677, 6079, 06S9. 6581; C46, 60,
§3B3.54,-4188.66,363.57,416.109; C54,63, 62,66,71,
73, §368A.9, 368A.11, 363A.12, C75, 77, 79, 81,
§384.221

*  division m

CENTRAL OBLIGATION BONDS

361.23 Construction of wordi "and” and "or.
As used in d7iiiona Il to VI of thi* chapter, the

"



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFHFAIRS AGENCY
STATE OF ALASKA o o

I\%. ISox Y. Juneau. Alaska 00HLL Deliveries It). 240 Main Sired
t'007) 465-5X67 or 165-2/50 Court I'ltua, Room 500
FAX 1007) 465-2020 Mail Stop 5101

VVEMQRANDU M April 25, 1991

SUBJECT: Investment Pools for Public Entities (CSHB 199(CRA))

TO: Representative Mike Navarre, Co-chair

House Finance Com mittee

FROM: Tamara Brandt Cook , ¢/
Director I™p

CSHB 199(CRA) permits municipalities and school districts to form investmentpoaols
under which the funds of the public entities are administered and invested jointly.
You have asked what the implications are regarding the state'sfinancial responsibility
in the event that an investment pool suffers financial losses.

As a matter of law, losses experienced by an investment pool would not create any
particular liability on the part of the state. However, as a practical matter the state
is hardly likely to stand by and allow a municipality to sink into financial ruin. W ith
respect to school districts, of course, there exists the additional constitutional
responsibility placed on the legislature to maintain a system of public education.
(Article VII, sec. 1, Constitution of the State of Alaska) These considerations exist
completely aside from the investment pool issue, although, to the extent that an
investment pool provides an opportunity for largerlosses simply because the pool will
involve larger amounts of money, | suppose, the cause for concern may increase.
This would have to be looked into by someone with financial expertise.

Note, however, that with respect to municipalities CSHB 199(CRA) may not
substantially change existing law. AS 29.35.010(13) already grants every municipality
the authority " ... to enter into an agreement, including an agreement for
cooperative orjoint administration ofany function or power with a municipality, the
state, or the United States. .." Since it is quite possible that municipalities could
form investment pools right now under this provision of law, it is hard to argue that
CSHB 199(CRA)substantially changes the Scene's .j.itential responsibility in situations
involving investment losses of municipal4funds.

TBC:gc
91-236.glc
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State

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii
Idaho
IHlinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri

\ Montana
Nebraska
Nevada

New Hampshire

New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas (cities)
Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

U.S. Treasury U.S. Agoncy Instrumen- Agreements Commercial

Obligations Obligations

Yes Yes
Yes Yes
Yes Some
Vies Yes
Yes Some
Yes Yes
Yes Yes
Yes Some
Yes Some
Yes Yes
Yes Yes
Yes No

Yes Yes
Yes Some
Yes Yes
Yes Some
Yes No

Yes Yes
Lmtd. No

Yes Yes
Yes Yes
Yes No
Lmtd. Yes
Yes .Yes
Yes Yes
Yes Some
Yes Lmtd.
Lmtd. Some
Yes No

Yes No

Yes Some
Yes No

Yes Yes
Yes Some
Yes Yes
Yes Some
No No

Yes Some
Yes Lmtd.
Yes Some
Yes Yes
Yes Yes
Yes Yes
Yes Yes
Yes Some
Yes Yes
Yes Som9

"1

TABLE 2
STATUTORY LOCAL GOVERNMENT INVESTMENT AUTHORITY

Money j State  »

Federal Repurchase Savings &
Loan Bankers®  Commercial
talities @®oplicit) Bank CDs Deposits Acceptances Paper Funds
No Yes Yes Yes No No Yes
t;nMe atiitc
No Yes Yes Yes No No No
No - Yes Yes Yes No No No
Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Prpsd. No Prpsd.
Some Yes Yes Yes Yes Yes iNo ~*
unnnc QI NE
Yes Yes Yes Yes Cfld" CNcT Yes
.No- > Yes Yes Yes cno cNer (No™
Some Yes Yes Yes No No No
Yes Yes Yes Yes Yes Yes Yes
Some Yes Yes Yes .No- Ctmta“": Yes
Yes Yes Yes Yes No No No
Yes 1 Lmtd. Yes Yes Yes Yes Yes
Some Lmtd. Yes Lmtd. No No No
Some = Yes Yes Yes , No- CNcr (No-
Some No Yes Yes No No No
No Lmtd. Yes Yes No Lmtd. Some
Some Yes Yes Yes Yes No Yes
cNor C Lmtd." v Lmtd..- Lmtd. - c No"1 cNgt (No-
Yes Yes Yes Yes Yes Lmtd. Yes
Yes Lmtd. Lmtd. Lmtd. Lmtd. Lmtd. Yes
No No Yes Yes No No No
Yes Yes Yes Yes No No No
,No7 , Yes Yes Yes rNo, : .rNo " No™
Some No Yes No No No No
Some CN<TV Yes Yes CNo™ CNo * CNp-
Lmtd. Lmtd. Yes Yes Lmtd. Lmtd. No
Some Yes Yes Yes .- No* L NO" CNo
No No Yes Yes No No No
Lmtd. No Yes Yes No No No
Some Yes Yes Yes Some CLmtd."CLmtd."
Some No No No No No No
Some Yes Yes Yes CNo * cN<C CNo~"
Some No Yes No No No No
Yes CNo™- Yes Yes Yes No * cMtr
Some No Yes Yes No Lmtd. Yes
No No Yes Yes No No Yes
Some Yes Yes Yes CNcbD c No: CNo *
Yes No Yes Yes Lmtd. No No
Some iLmtd." » Yes Yes c No." vNo"®" CLmtd:
Some " No Lmtd. Yes No No No
Some Yes Yes_ Yes Yes v No CNo-
qi m -

Yes Yes vintd. -C Lmtd.” cCLmtd.-. Yes Yes
Yes No Yes Yes Yes No Yes
Some CNo~ Yes Yes ANo*" ,No " CNo-~
Yes Yes Yes Yes CLmtd: cLmtd: CNO*

Some No Yes Yes No No No

This information may require correction due to changing sate laws and conflicting provisions.

Market (Investment \

Pool

No

No

No

No

Yes —-
Private

Yes -

No

Yes - -

Yes —

No
No
Private
Yes-— -
No
No
No
No
Yes-c—
No
Yes -
No
Yes-—
No
No
Yes-——-
No
Yes—
No
Yes—
Trust
Private
Yes —
No
Yes —
No
Yes —
No
Yes —
No
Yes-—-——
Yes —
No

(Updated: November 1988)



The State of Alaska w ill not endorse a specific investment pool, nor

w ill it indemnify a political sudivison against losses sustained from
using an investment pool. This statute neither relives a political
subdivision from its fiduciary obligation to prudently invest public

funds, or conform to its local investment policy restrictions.



4 ¢
YOURPRUDENTPERSON LANGUAGEWOULD MOST APPROPRIATELY FITON A
PAGE ONE,LINE 12AFTER THE WORD "POOL" A *

"THE PRUDENT PERSON RULE SHALLBE APPLIED TO INVESTMENTS MADE
UNDER THIS SECTION. THEPRUDENTPERSON RULE MEANS THAT THE
INVESTORS SHALLEXERCISE THEJUDGEMENT AND CAREUNDERTHE
CIRCUMSTANCES THEN PREVAILING THAT AN INSTITUTIONALINVESTOR
OFORDINARY PRUDENCE,DISCRETION AND INTELLIGENCE EXERCISES IN
THE MANAGEMENT OF LARGE INVESTMENTS ENTRUSTED TO IT NOT IN
REGARDS TO SPECULATION BUTINREGARD TO THE PERMANENT
DISPOSITION OF FUNDS,CONSIDERING THE PROBABLE SAFETY OF CAPITAL
ASWELL ASPROBABLE INCOME."

csSaxu
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SENAT” FINANCE COMMITTEE"REPORT ~ Fpm -X

DATE: 3122191

The Finance Committee considered

"An Act relating to investment
for an effective date."

and recommended:

[ 1] replace with
[ 1] or adopt

—

] attached amendment(s)

cs $/3

yw,
FURTHER:

DATE TURNED
INTO OFFICE:

ylyige

SENATE BILL NO. 182

pools for public entities; and providing

[ 1 itl
T/L, 3 (] mew titte
[ 1 technical

title <change
(HB only)

C] letter of intent adopted

\i/{do pass

[ ) do not pass

[ ] no recommendation

[ 1T individual recommendations
[ 1 further referral to

ATTACHES NEW FISCAL NOTE(S):

D ept/D ate:

[ 1 fiscal note(s)

[ 1] zero fiscal note(s)

[ 1 appropriation-no fiscal note

APPROVES PREVIOUS:
Dept/D ate:
[ 1 fiscal note(s)

zero fiscal not.e(s)
j>0fi|. 2-1" sy -er-
<tIEN alaS/l? s -e-
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FISCAL NOTE

., STATU QF ALASKA
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Revision Date:  March 20, 1991
Title: Investment pools for public entities.

Sponsor Senate and House Community & Regional Affairs
Requestor:

OPERATING FY 92
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EOUIPMENT
LAND & STRUCTURES

GRANTS, CLAIMS
MISCELLANEQUS
TOTAL OPERATING 0

CAPITAL

REVENUE

GENERAL FUND

FEDERAL FUNDS

OTHER

TOTAL 0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact:

Prepared by: Brian C. Andrews
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Approved by Commissioner
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Department Affected: Revenue
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Component:

Component Serial No.

FY 94 FY 95 FY 96 FY 97

Date: March 20, 1991
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Amendments proposed:

Section 37.25.050 (b) of Senate B ill 182 and House B ill 199
should be modified to include within, the definition of "public
entity" the State of Alaska as well as a subdivision of the
State, including a municipality, school district, regional
educational attendance area or service area within the
unorganized borough; or an organization composed of public
entities. The expanded definitions would allow the General

Investm ent Fund of the State to be a participant in the
investment pool.

The Department of Revenue believes that the formation of an
investment pool for money market securities within the D ivision
of Treasury would offer the following benefits.

1. Use of Treasury's expertise in investment and <cash
management m atters.

2. Treasury's existing arrangements for custodial services
can accommodate a participant investment pool.

3. Treasury has already established cash concentration
procedures within banks located in Alaska which could
be used by public entities to transfer funds to the
investment pool.

4. Use of Treasury's existing ACH electronic funds
transfer capabilities which accomodates movement of
deposits and withdrawals to and from the bank accounts
of the participants.

5. Inclusion of the General Investment Fund as a
participant would assure the investment pool's
objectives of enhanced yields, liquidity and

preservation and safety of capital.

6. Probabie overall lower cost benefits to all
participants.

Treasury would anticipate the following annual costs if it was
charged with the responsibility of establishing and managing an
investment pool of an assumed size of $500 m illion.
Personal 1 FTP Cash mgt position $ 50,000
1/2 FTP Investment officer 40.000
1 FTP Accountant 50.000
Contractual Custodial fees @ 5 bps 250,000
ANpbps", or "basis points", is the standard of measurements
of less than one per cent. One bps equals one percent of one

percent.



External audit 25,000

Equipment/ Communications, computer
Supplies softw are and equipment

enhancem ents 75,000
Total $490,000

$490,000 represents a cost of 0.00098 (9.8 bps) of the $500
m illion pool total. For example, an 8.0 per cent gross

investment return w ill net to 7,9 per cent after Treasury's total
cost is custodial fees which would

expenses. The only wvariable
increase slightly by additional asset amounts to the investment
pool. Because of scales of economy, the impact of Treasury's

expenses on gross earnings would be reduced further by investment

pools greater than $500 m illion.



February 199]

Alaska Municipal League
Investment Pool Legislation and Program Justification

The Alaska Municipal League (AML) urges the passage of legislation to
authorize the formation of investment pools under Title 29. The AML wishes
to form an investment pool to improve the efficiency and effectiveness of
municipalities and other local public entities statewide in the investment

of their short-term, "idle," public funds. The objectives of the pool's
investments, in order of priority, will be 1) security, 2) liquidity, and
3) return. In the absence of an Alaska "joint powers act,” the AML is

seeking legislation to authorize a public entity or a nonprofit corporation
to form and enter into agreements for the purpose of investing funds.

Many AML member municipalities and school districts do not have banks in

their communities much less investment options. In certain cases,
municipalities lost funds when several banks folded in the 1980's because
their funds were not collateralized. As federal and state financial

assistance to municipalities have declined, making the most of local funds
through interest revenues continues to he important.

The AML membership of over 125 municipalities passed a resolution in
November 1989 directing the AML Board of Directors toinvestigate the
feasibility of a municipal investment pool. The AML formed a committee of
municipal officials to investigate the need and feasibility of a pool. The
committee surveyed municipalities and school districts in June 1990 to
gather information on local investment practices and interest in
participating in a pool. Over 50 responses were received indicating:

0 Idle funds may be sufficient to form a pool .-

0 A significant¥number of respondents do not have written
investment policies

0 Few municipalities and school districts employ investment
professionals

0 Few do not collateralize their investments

0 Most respondents invest in a broad variety of investment
instruments

0 Some respondents indicated that they had investments of over 2
years in terms which may not be prudent for these public
funds

0 An investment pool would broaden the investment options

available to even the most sophisticated, investor
municipalities/school districts

0 The less sophisticated municipalities/school districts would
benefit from safekeeping, yield of a pool, and
professional advice.

Member of the Notional League of Cities and the National Association of Counties



AML Investment Pool
February 1991
Page 2

The committee reviewed investment pools operating in 13 states. These pools
are operated within the state treasurer's office or a independent non-profit
corporations. The committee is leaning toward using a money market fund
limited to very secure types of investments. The return on investments
would be improved by increasing volume and term through pooling rather than
on increasing risk.

In September 1990, the AML Board authorized the committee to proceed with
establishing an investment pool by introducing legislation and distributing
a request for proposal for a firm (s) to assist the AML with managing pool
and investing the funds on behalf of entities who choose to participate in
the pool.

A request for proposal from firms wishing to hid on providing
administration, custodial and investment services has been finalized and
will be distributed in March. AML is also working with a law firm to
develop the necessary legal documents. If the legislation passes this
session as planned, it is the intent of the AML to establish the pool and
accept funds as of July 1, 1991,

The legislation would have a zero fiscal note and would not affect the State
of Alaska. Participation in the pool by eligible public entities would be
optional. The AML Board of Directors urges the Legislature to pass the
investment pool legislation in the First Session of the 17th Alaska State
Legislature to enable the AML to immediately begin to improve the efficiency
and effectiveness of participants in the investments of their public funds.

sab2:investwhy
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Amendments proposed:

Section 37.25.050 (b) of Senate Bill 182 and House Bill 199
should be modified to include within the definition of "public
entity” the State of Alaska as well as a subdivision of the
State, including a municipality, school district, regional
educational attendance area or service area within the
unorganized borough; or an organization composed of public
entities. The expanded definitions would allow the General
Investment Fund of the State to be a participant in the
investment pool.

The Department of Revenue believes that the formation cf an
investment pool for money market securities within the Division
of Treasury would offer the following benefits.

1. Use of Treasury"s expertise in investment and cash
management matters.

2. Treasury®"s existing arrangements for custodial services
can accommodate a participant investment pool.

3. Treasury has already established cash concentration
procedures within banks located in Alaska v/hich could
be used by public entities to transfer funds to the
investment pool.

4. Use of Treasury®"s existing ACH electronic funds
transfer capabilities which accomodates movement of
deposits and withdrawals to and from the bank accounts
of the participants.

5. Inclusion of the General Investment Fund as a
participant would assure the investment pool~*s
objectives of enhanced yields, liquidity and

preservation and safety of capital.

6. Probable overall 1lower cost benefits to all
participants.

Treasury would anticipate the following annual costs if it was
charged with theresponsibility of establishing and managing an
investment pool of an assumed size of $500 million.

Personal 1 FTP Cash mgt position $50,000
1/72 FTP Investment officer 40,000
1 FTP Accountant 50,

Contractual Custodial fees 0 5 bpsl 250, 00U

1"ops", or "basis points"”, is the standard of measurements
of less than one per cent. One bps equals one percent of one

percent.



Equipment/ Communications, computer
Supplies software and equipment
enhancements 75,000

Total $490,000

$490,000 represents a cost of 0.00098 (9.8 bps) of the $500
million pool total. For example, an 8.0 per cent gross
investment return will net to 7.9 per cent after Treasury"s

expenses. The only variable cost is custodial fees which would
increase slightly by additional asset amounts to the investment
pool. Because of scales of economy, the impact of Treasury"s

expenses on gross earnings would be reduced further by 1investment

pools greater than $500 million.
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STATE OF ALASKA
OFHCE OF THE GOVERNOR

BILL ANALYSIS

DEPARTMENT OIVISION BIU. NUMBER SPON30R

DCRA MRAD SB 182 Senate CfiRA Committee
SHORT TILE OF BIU.
Act relating to investment pools for public entities

DEPARTMENT POSITION

Support
PREPARED BY _ DATE COMMISSIONER S SIGNATURE OATE
-varn-H-u/S-tert - 3/19/91 o

SUMPAARY O
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUPIE) AFFECTED BY BILL
None Municipal governments, school di.-"-riots, and
Regional Education Attendance Areas.

ORGANIZATIONAL SUPPORT FOR BILL ORGANIZAT IONAL OPPOSITION TO BILL

Alaska Municipal League None known
FISCAL IMPACT: Ek NONE [ FISCAL NOTE ATTACHED

BACKGROUND/LEGISLATIVE INTENT
The purpose of the bill is to provide public entities the ability to maximize return on
local moneys, many of which are presently lying idle.

ANALYSIS OF BILL/PROGRAM EFFECTS

The bill would allow local public entities to work together and form investment pools for
public moneys, thereby enabling them to receive the greatest return on their invested
funds.

AMENDMENTS PROPOSED

PLEASI ATTACH A SEPARATE SHEET FOR ADDITK HAL COMMENTS OR ANALYSIS.
(0203
R 129 Page 1 of 1
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Revision D ate : Department Affected: community s Regional Affairs
Title:  "An Act relating to investment BRU:
pools for public entities.." Component: L
Sponsor: Senate C&RA Committee
Requestor: COMPONENT SERIAL NO. J

Expenditures/Revenues: (Thousands of Dollars)
OPERATING FY 92 FY 93 FY 94 FY 95 FY 96 FY 97
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING -0- -0- -0- -0-

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND -0-. -0- -0- -0- -0 - -0-
FEDERAL FUNDS
OTHER

TOTAL -0- -0- -0- -0- -0 - 0-
POSITIONS:

FULL-TIME -0- -0- - -0- -0- -0- -0-
PART-TIME

TEMPORARY .

Estimate of current year impact..

ANALYSIS: (Attach a separate page if necessary.)

Prepared By: JS & f>ncLI$$Tn5erson, Director Phone:  465-4700
3/19/91

Division: Date:

Approved by Commissioner:
Agency Community & Fteqior

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & 'mpacted Agency(ies).
1 1
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WALTER J. HICKEL, GOVERNOR

8
F COMMUNTITY & REGIONAL AFFAIRS o PO BOXB
JUNEAU. ALASKA 99811-2100
PHONE: (907) 465-4700
OFFICE OF THE COMMISSIONER
m] 949 E. 36TH AVENUE. SUITE 400
ANCHORAGE, ALASKA 99508-4302
PHONE: (907) 563-1073
March 20, 1991
POSITION PAPER
RE: Senate Bill 182
SPONSOR: Senate Community and Regional Affairs Committee
Departmental Position: Support

Program Effects

The

bill would provide for certain public entities to form and

operate investment pools for public funds which might otherwise

lie

idle.

Comments

This concept would provide a much needed tool for public
entities to use in maximizing available revenues to offset the
cost of services provided within their boundaries. In these
times of declining state revenues, it is extremely important
that we focus on discovering new sources of revenues for local
jurisdictions, and methods whereby existing fiscal activities
at the local level can be enhanced to maximize their
efficiency. Senate Bill. 182 directly addresses that concept,
and the Department strongly supports 1its passage.

ponied °n 'tfcycied papeiby C D
\
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"RST COMMITTEE OF REFERF™*”.

DATE: 3/8/91 FURTHER: Finance
Date of 5-Day Notice: 3 1L DATE TURNED

(in accordance with Uniform R/hle 23) INTO OFFICE: p — 11
C&RA Committee considered SB 182

Investment pools for public entities; efd.

and recommended:
[*<f replace with [isf' same title
r j new title

[ 1] attached amendment(s)

[ 1 letter of intent adopted

\W/\ do pass

[ 1 do not pass

[ ] no recommendation

[ 1 individual recommendations

[ 1] further referral to

ATTACHES NEW FISCAL NOTE(S):

Department(s)/Data: Department(s)/Date:
[ 1] fiscal note(s) [i/] zero fiscal note(s)
-0dJfo
[ 1 appropriation-no fiscal note [ 1] Governor®™s bill w/fiscal note
K -*

SCOHMENDATIONS:

~/mMEEL

€hair: Sigmattwre and Recommendation
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Legislative
Information
Offices

Anchorage
Barrow>*
Bethel™*
Delta. Junction*
Dillingham*
Fairbanks
Glennallen~*
Juneau
Ketchikan
Kodiak
Kotzebue™*
Mat-Su
Nome*
Petersburg>*
Sitka
Soldotna
Valdez™*

Legislative
Teleconference
Center

Homer
Wrangell

*Session Only

Volunteer

Akiok
Ambler
Anderson
Angoon
Cantwell
Chiniak
Chignik
Chignik Lake
Chistochina
Chitina
Copper Center
Cordova
Craig

Dot Lake
Eagle

Fort Yukon
Gakona
Galena
Gambell
Haines
Healy
Hoonah
Hooper Bay
Hydaburg
Hyder

Kake
Kaktovik
Katfiuk..... -
Kenny Lake
Klawook e=
Larson Bay
Mentasta Lake

Mentasta Lodge

Metlakatla

Teleco

Rev.(1-2-90)

nference Sites

Mosquito Lake
Naknek
Nenana
Newhalen
Nikiski
North Pole
Northway
ouzinkie
Pelican
Point Hope
Port Liens
Saint Paul
Savoonga
Selawik
Seward
Shishmaref
Skagway
Slana
Togiak

Tok
Unalakleet
Unalaska
Wainwright
Yakutat
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Introduced: 1/ /791
Referred:

IN THE HOUSE [SENATE] BY

HOUSE[SENATE] BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE FIRST SESSION

A BILL
For an Act entitled: "An Act authorizing public entity 1in-—
vestment pools; and providing for an

effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

read:

*Section 1. AS 29.35 is amended by adding a new section to

Sec. 29.35.015 INVESTMENT POOLS. (a) A public entity
may form, or become a member of, a nonprofit corporation or
designate an existing political subdivision and enter into
agreements with it and one or more other public entities,
which, if involving a nonprofit corporation, are members,
for the purpose of investing any funds in i1ts treasury with
funds from the treasuries of those other public entities.
Any nonprofit corporation so created or political subdivi—
sion so designated has the authority to employ personnel
and do or perform all other acts or things necessary to
execute the terms of such agreements.

(b) For purposes of this section 15, "public entity"”
means a municipality, school district, service area within

the wunorganized borough, regional school board operating



DRAFT 1/17/91
under AS 14.08, any other legally <constituted political
subdivision of the state, or an organization whose members
are public entities or officials representing those public

entities.

*Sec. 2. This Act takes effect immediately under AS

01.10.070(c) .
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Resolution of the Alaska Municipal League
Resolution No. 90-17

A RES%UM Oﬁiﬁm@aﬁ gbb Er /f’f(l:;% ITTEE

WHEREAS, municipalities handle large sums of public funds, and

WHEREAS, municipalities must keep those funds secured, earning interest, and
liquid to meet ongoing financial obligations, and

WHEREAS, many municipalities do not have ready access to investment
programs and in some cases do not have deposit institutions in their communities,
and

WHEREAS, municipalities may be able to work together to develop a program
to both protect public funds at low risk and receive a higher rate of return on
investments with good liquidity through investment pooling independently or
through an appropriate state agency;

NOW, THEREFORE, BE IT RESOLVED that the Alaska Municipal League
create a committee of appropriate municipal officials to explore investment options
and make a recommendation to the Board of Directors by June 30, 1990.

Adopted at Annual Business Meeting o November 17, 1989 o Juneau. Alaska
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Local Government Investment Pools

By Gimrd Miller and David Maynard

Editor's Note: The recent widely publi-
cized collapse of the State of West
Virginias LG |P and ensuing questions
raised by readers hasprompted the
following article.
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At the Crossroads:
Private Sector Perspectives
on Public Sector Investing

Localgovernment investment officers are faced with the challenge of achieving
high yields without sacrificing safety and liquidity. W hile pressures on public
finance officials to enhance earnings from investments will notgo away, there

are several options for the prudent investment ofpublic funds at market yields.

By David E. Maynard and Priscilla M. Wheatley
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Figure 2

LGIP ASSET GROWTH
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A FEW THOUGHTS ABOUT

Is it wiso to purchase a car wiihout a
lilla? Whal about a house without a
recorded deed? Probably not—whon it
comes time to sell that asset, legal
proof of ownership is essential.

Buying a repurchase agreement is the
equivalent ol purchasrn% any other
asset. The purpose of Ihe underlying
securities— the so-called collateral—is
lo assure the buyer that there is some-
thing ol value to sell olf in the event the
seller rarls lo meet his oblrgatrons at
maturity. "Peoected delivery” estah-
lishes the repo buyer's legalcontrol of
lhe securities because lhe huyer pays
for the securities only atter they have
been delivered to the buyer's agent.

There is no problem with the credit-
worthiness of lhe U.S. Treasury and
government agency securities pled?ed

y the E.S.M s and Lion Capitals of the
industry. The real Froblem is one of
mechanics—establishing the legal right
to sell repo collateral as quickly as
possible, it necessary. Four common
Froblems have led to public sector
08ses:

1 Failure to take delivery versus
payment. Funds should be released
only upon delivery ol the securities. A
satekeeping receipt from the seller or its
agent is not enough to establish legal
control. Also, the Federal Reserve has
not stated categorrcally whether safe-
keeping by the trust dePartm ent of the
transacting bank is perrected delivery

cr | rrsk The diversi

REPOS

2 Lack ol credit analysis ol /epo
dealers. Inability to foresee an impend-
ing insolvency is usually Cue to lack ol
credit analysis. Securities dealers that
are slow lo respond or refuse ‘o provide
audited financial statements may be
trying to hide their deteriorating financial
position. Some may not be liconseo to
do business In ihe state. Also, small
dealers that have grown substantrally w
a short period of time and have a small
cafrtal base, or those with numerous

ffiliate! and substantial intercompany
transactions also may be on tha bnnk
of insolvency.

Purchasers should insist that their
dealers comply with tho capital
adequa% standards ot the New York
Federal Reserve Bank.

3. Lack of Mitten trading agree-
ments. Written master trading agree-
ments between lhe unit and Its dealers
(including banks with which it executes
repos) are strongly recommended.
These documents delineate lhe
conditions to which all parties have
agreed, and their respective obligations
and responsrbrlrtres stablished dealers
or banks should be able to provide
drafts ot these documents tor review
nruJ revision by the unit.

4. Fraud on the part of dealer. Fraud
is almost impossible to detect, even by
the most sophisticated and experrenced
credit analyst. Even so, losses due to
fraud shouldn't occur it the first three
problems are scrupulously avoided.
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GOVERNMENT S
PUBL

Year
Dealer Name Failed
Lombard-Wall, Inc. 1982

Public Units Affected
New York Slate Dormitory

Authority & other govtl. units

Lion Capital 1984

34 municipalities &

school districts

RTD Securities 1984

NY municipalities &

school districts

E.S.M. Government 1985
Securities Inc.

Bevill. Bressler & 1985

Shulman Inc.

12 municipalities

ure 3
ITIES DEALER FAILURES
NDS AT RISK
How Much Settlement
at Risk Reached
$52 million 66 cents on
the dollar
$40.8 million 73 cents cn
the dollar
$40+ million
$100+ million ProPosed
aeltlement
23 cents on
the dollar

No municipalities, but with
E.S.M. precipitated Ohio and

Maryland thrift crises.
Municipalities indirectly

affected.

TOTAL PUBLIC FUNDS AT RISK: $232.8+ million
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GFOA'S CASH
MANAGEMENT COMMITTEE
NEEDS YOUR HELP

As an aid to rosoarchets, GFOA's
Committee on Cash Management is

compiling resource materials on author-

ized investment vehicles by state. The
committee will use the data to deter-
mine which vehicles are used univer-

sally, as well as how lhe statutes differ .

between the states. It would be most
appreciated if readers would forward a

copy of their state's investment statutes,

as well a3 any interpretive releases
which also may be pertinent to.
Technical Services Center, Government
Finance Officers Assouatwn 180N,
Michigan Ave., Suite 800, Chlcago ILe
60601. F|de||ty Investments will receive
copies of these documents and win
assist tho committee in its efforte.
Copies of Ihb listing will be available to

interested readers upon completion. ,,,
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The 4M Fund: A comprehensive
financial service alternative for
Minnesota municipalities.

The Minnesota Municipal Money Market Fund (the 4M
Fund) is a professionally managed money market fund.
It enables municipalities in Minnesota to pool short-term
investable monies and earn high money market rates
while maintaining safety of principal.

Sponsored by the League of Minnesota Uities, the 4M
Fund is a financial service exclusively for Minnesota
municipalities. Accounts are available only to cities,
counties, public authorities, public corporations, public
commissions, special districts, and any “instrumentality
(as defined in the joint powers act) of a municipality in
the state of Minnesota.

The Board of Directors of the League of Minnesota
Cities governs the 4M Fund, with the advice of a
technical advisory committee comprised of local
government finance officials. The 4M Fund compiles
with all legal requirements regarding permissible
investments for Minnesota municipalities.

The 4M Fund offers a range of optional programs and
services to help your municipality further decrease the
time and expense of investment management. This
brochure explains these extra programs. The
Information Statement and the Application Forms
available from ihe League office contain more specific
information on the 4M Fund.

How The 4M Fund Began

The League began looking at the benefits of an
investment pool after the GFOA (Government Finance
Officers Association of the United States and Canada)
adopted a policy encouraging the professional
investment of public funds in statewide investment
pools. GFOA felt that statewide pools would enable
municipalities to take advantage of portfolio
diversification and liquidity.

After exploring the idea and requesting proposals from a
number of firms, the League Board selected Piper
Capital Management Incorporated, a Minnesota based
firm, as administrator and investment adviser, and
Cadre Consulting Services, Incorporated as sub-
administrator of the 4M Fund.

The Professional Teanm

Piper Capital Management, Inc. (PCM) and Cadre
Consulting Services, Inc. have assisted many public
officials with their investment and financial needs. PCM
serves as administrator and investment adviser for a
similar program for Minnesota School Districts. Cadre
Consulting Services administers five municipal
investment pools and has the experience and software
necessary to commingle individual cities' deposits and
maintain the separate accounting records necessary for
each account. Legal staff of the League of Minnesota
Cities ser es as legal counsel to the 4M Fund.

Advantages of a Professionally
Managed Money Market Fund

By pooling short-term investable monies with those of
other Minnesota municipalities you'll reduce the time
and expense of managing your investments while
helping improve investment earnings. The money
market fund uses state-of-the-art cash management
techniques to maximize investment earnings. It
maximizes “float" by keeping all of your municipality's
monies invested at all times. It compounds principal and
interest daily and credits these monthly, so that interest
actually earns interest. The 4M Fund offers:

» safety of principal
e competitive money market rates

» easy and immediate access to invested assets: no
advance notice is required for deposits or withdrawals

* no minimum balance or minimum length of deposit

-+ free, unlimited checkwriting allows investments to
earn interest until checks are presented for payment

¢ comprehensive monthly statements for each account
you open

 daily statements for each investment and wire
withdrawal

The 4M Fund isan Investment
Option- a Complement toand not a
Replacement for Bank Services

The 4M Fund does not purport to be a replacement for
the services that banks or other financial institutions
provide to municipalities. However, it does provide a
unique service by reducing the amount of time and
money public officials expend on their investment
management programs. In particular, the money market
fund serves as:

¢ aconvenient alternative to direct investment in
money market instruments

¢ an investment option worthy of consideration by
every municipality that wants to make the most
on its money.

The 4M Fund Charges No Fees

The 4M Fund pays all of its own operating expenses,
including fees of the investment adviser and the
administrator. This means that yields that the 4M Fund
guotes are the net returns the municipality earns.

m

4M Fund Reporting Keeps
Municipalities Close To Their Money

A municipality may open as many individual accounts

as necessary and will receive a daily statement reporting
all transactions for ti a day, including all deposits and
withdrawals. At the end of every month, a
comprehensive statement shows for each account:

« all deposits and withdrawals



* interest earned (or the month
 interest earned year-to-date

» end of the month closing balance
 certificates of deposit

« interest received from certificates of deposit
for tho month

¢ interest received from certificates ot aeposi!
year-to-date

The 4M Fund Offers a Range of
Financial Services

In an effort to provide your municipality with a range of
financial services, the 4M Fund also makes available,
through its administrator or sub-administrator, the
followmg options.

Fixed-Rate InvestmentServices

Like all money market funds, the rates that the 4M Fund
pays will vary from day to day. However, as an extra

se, vice, the 4M Fund allows participants to loca.: and
lock in some of the most attractive available rates on
certificates of deposit. By placing one toll-free telephone
call and specifying the amount you wish to place and
the desired maturity, you'll receive fast quotes from
among the best fixed-interest rates available nationwide.

Benefits of the fixed-rate investment service inoude the
following:

< depositories must meet the specific criteria of the
4M Fund

e attractive rates—your municipality can select from
among the most favorable rates available

+ time and money savings—nationwide quotation
systems allow you to “shop the market”

» the opportunity to increase the compounded yield on
the CDs (with maturities of 90 days or more)—the
fund will automatically reinvest your monthly interest
receipts in your account, where they earn additional
interest each and every day

« safety—all certificates of deposit meet the
requirements of Minnesota law; you receive
safekeeping receipt for all fixed-raie investments
you purchase

e convenience—you can automatically transfer monies
from your 4M Fund account to purchase CDs. You
receive a statement confirming your purchases,
maturities, and interest payments.

Your monthly 4M Fund statement provides a complete
summary of all transactions, enabling you to review at a
glance all your short and long-term investments. Also,
you'll receive natification as your investments near
maturity.

Free Cash-Flow ManagementConsultation

When your municipality opens a 4M Fund account you'll
be able to call the 4M Fund’s toll-free telephone number
for daily cash-flow management advice. This advice is
made available on an individual basis only to
participating municipalities at no additional charge. Both
Piper Capital Management, Inc. and Cadre Consulting
Services Inc. are available at any time to consult with
you on any aspect of your municipality's cash-flow
management, including banking, borrowing, or other
needs.

Cash-Flow ManagementSeminars

These informative sessions are offered periodically at
different locations around the state to keep you and your
municipality abreast of the latest financial management
techniques. In addition the sessions cover, in easy to
understand terms, the banking industry, the Federal
Reserve System, cash-flow terminologies, and short ¢
term investment vehicles. This extra service is provided
by Piper Capital Management Inc. and Cadre Consulting
Services Inc. to all Minnesota municipalities.

For further information about the 4M Fund and answers
to any questions you may have, please call Cadre
toll-free at 1-800-221 -4524 or Piper Capital
Management at 1-800-333-6000.



PERFORMANCE INFORMATION
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MINNESOTA MUNICIPAL MONEY MARKET FUND (4M FUND)

Yield

30
Davs

8.80**

MM CD Total
Balance Balance Assets
$46,267,174.39 $86,450,000.00 $132,717,174.39
1-Dav Average 7-Dav Average
8.72 8.83

60 90 120 150 180 270
Days Days Davs Davs Davs Davs
8.80 8.80 8.80 8.80 8.80 8.80

** Nci of all lees

360
Davs
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The Pennsylvania Local Government
Investment Trust was established in
1981asacommon-law trust to allow
Pennsylvania local governments and
school districts to pool their funds for
investment in money market instru-
ments under the provisions of the
Pennsylvania Intergovernmental Co-
operation Act.

The Trust has developed three port-
folio options to meetyour various in-
vestment needs: PLGIT, PLGIT/PLUS,
and PLGIT/TER.M. The original port-
folio, PLGIT, is explained through the
following Questions and Answers.

Why should you be Interested
In PLGIT?

H_GTOﬂ:erS OU convenience, highyield, safety,
liquidity, dnQ free checkwrltlngW| hno minimum
balances A0l no sales charges Ol transactional
fees.

Why was PLGIT created’>
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Who may use PLGIT?

nsylvania local gover nd schools g
SRt
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What are PLGITs aliowabie Invest-*

ments?

eUnited States Treasury Blls
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-Ceruf cates of de 0Sit insure
ggsn nsu grlf rporation m
vings an surance rat|on Q

rt|f| fes o{deposn fulycollaterahzed under
nnsylvania law

-Sgcunnes described above subject to repurchase




How does the Trustguarantee
the safety and security of
PLGITS investments?

Ihe Trust has the backing of the full faithand credit of
the United States Government and any of itsagen—
cies for all sucti instruments that itholds. For bank
instruments such as CD"s, the Trustwill investonly
with those institutions that are covered by FDIC/
FSLIC insurance. All investments made by PLGIT are
held under the safekeeping of the Trust's custodian
bank .

What are the advantages
of investing in PLGIT?

PLGIT stands for safety, convenience, and fledbility.

itisa cost-effective investment vehicle that offersyou
cash management servicesand high money market
rates. Because PLGIT was designed by local govern—
ment officials for the exclusive use of Pennsylvania
local governments and school districts, itmeets your
legal, accounting, and financial requirements as no
other program can.

1986 Yield Advantage

PLGIT isalso quite flexible, with no minimum balance
requirements and no time requirements on invest—
ments. Itismore liquid than CD"s and higheryielding
than bank money market accounts.

Pennsylvania Local Government
Investment Trust

Asset Growth by Year

What sort of transactional fees

are involved?

None. PLGIT participants pay no transactional fees or
sales charges. There Isno minimum balance require—
ment. no minimum amount of time which you must
keep your money inPLGIT. and no limitto thenum —
ber of checks you may write.

May lopen more than
one account?

Yes. The Trust recognizes thatyou have strictaudit
requirements. Therefore, we have made iteasy to use
PLGIT and to maintain dear audit trails. Open as
many accounts asyou need, at no cost. All of your
accounts will receive separate statements, whichwe
will send toyou foreach transaction, formonth end,
and for fiscal year end.

Who sponsors the Trust?

fhe following state wide municipal and school

associations sponsor the Trust:

<Pennsylvania State Association of Boroughs

<Pennsylvania League of Citips

<Pennsylvania State Association of Township
Commissioners

<Pennsylvania State Association of Township
Supervisors

<Pennsylvania Municipal Authorities Association

<Pennsylvania Association of School
Administrators

<Pennsylvania State Association of County
Commissioners.

Trust Participant Growth
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What other Trust Investment
Options are available?

The Trust has two other investment options, PLGIT/
PLUS and PLGIT/TERM.

PLGIT/PLUS isdesigned to offer a higher yield than
PLGIT and isstructured on a larger investment scale.
A S100,000 minimum initdal investment isrequired
withaminimum investment period of 30 days. More
than 375 Trust participants currently have over SI 75
million invested in PLGIT/PLUS.

PLGIT/TERM isa unique high-yielding investmentop —
tion designed specifically foryour longer-term in—
vestment needs. ltoffersa fixed-term investment ata
fixed rate forup toone year. The minimum invest—
ment in PLGIT/TERM is$ 100,000.

(formore information please see
Portfolio Profile on back)

How does the Trust operate?

The following professional firms and organizations
provide all day-to-day services for the Trust:

The Vanguard Group. Inc.. of Valley Forge acts as the
administrator and distributor for PLGIT Vanguard has
extensive experience inperforming necessary ad —
ministrative and marketing functions and has had its
own family of mutual funds since 1928. The
Vanguard Group of Funds has assets inexcess of $2
billion, spread over 44 different investment options.
Over 1.500.000 corporations, public entities, and in
dividuals are shareholders in the various

Vanguard funds

Public Financial M anagement (PFM) of Philadelphia
performs all Investment advisory duties for PLGIT.
PFM, formed in 1975. isvery active inpublic finance
in Pennsylvania, acting as financial adviser to over
300 Pennsylvania local government units. Financial
Management Services (FMS). PLGITs investment ad
viser since the inception of the Trust, merged with
PFM in 1986.

Philadelphia National Bank (PNB) is the custodian ,
and check clearing agent for PLGIT. PNB isamemb*
of CoreStates Financial Corporation with assets in
excess of S 14 billion.

Price Waterhouse performs all auditing services for
the Trust.

Saul. Ewing. Remick and Saul of Philadelphia pro—
vides the Trustwith legal counsel.

How can Ifind out more?

Complete the attached business reply card and re—
turn ittous. Or callus toll free. 1-800-572-1472,".
an information package that will include more detalll
on PLGIT. PLGIT/PLUS. and PLGIT/TERM. Hyou wish
the Trust will send a listof participants inyour area f
you to review. Our representatives will be happy to
show you all the advantages that PLGIT and the Tit
can provide.



What Is 1t?

Iirliiw.i Public AJ*ciicy Invrstmthl Trust isa pro-
I ni injillymanaged investment trust created uruk-r
lowa Liw ot iihes iHy utilities.indcount tes The Trust
provides I".iilu iputing public agencies dtoady vcim le
Ini iin- investment ol -.Inwt term i.ish linuls

WitAi |S |ts Purpose?

the purpose of the Trust tto increase the interest
earning, of public agoru tesby providing.! safe nnd
e-isymoans ol investing .my .imount ol idle funds lor
.my period ol lime up toUO days.it rules nlteii higher
Ilian tun tieolil._lined by u single public agency

Mowls [t Organizk)?

IlieTrust isost.iblished under town L.iwpursuant
to (livjifer M1 Tdind set lions PilViSnnd TfM 21 | |W/].
wini h authorizes Cities. Counties und City Utilities to
Pmiillv invest then lunds Participating puhlit agencies
i ontri”l the [)roj;r;iin through a Hoard ol Trustees that
includes three <ity lepresentalives. throe county ropre-
seni.itives and three<Hy utility representulives The
ITMill ol Trustees operates lhe Trust thinugh lhe
sovii esnl u piolessionul investment Adviser, a Trust
i Iist, hliuii .nut a trust Administrator The assets of the
Inr tare owned by the participating public apenc tes
whir h invest m the Trust

Wiiai Art The Benefits?

A nuinher ol betieltlswill < irue to public, agencies
that elca | to participate in the Trust Among them are
the i .Mowing

SAIT.1Y The Trust will divc'rsily its investments among
a wniiely of piolesslonally selected securities of the
hilthesl (Jiiahly that come due at dillercnt times The
trust investsonly inpcrmilled investments as speci—
fied lor publicngem iesby lowa law Thismeans an
investment in the Trust will be a sale investment for
public agent ies

C<INVT_NIT.NCL Once an account with the Trust has
been opened, investments can be made any business
dav by pluc int; one simple phone call There arc no
loons to be fillednut. author i/ations to sign, snfokeep-
uif, arrangements lobe made or detailed records lotre
maintained Money can also be withdrawn Irom the
Trust at any time with equal ease

COMIT.TIItvr. RI-TURNS HRycoinhmine, the resources
ol many public agent tes. the Trust can purchase secure
ties in larger denominations kit yield higher icturns
lhis 1ombined with continuous. day-to-day proles-
sm.il management ol the Trust s investments will
yield higher returns

1IOUIDITY Iteianse public agencies investing in the
liusl can invest orwilhdiaw funds at any lime, they can
keep more of their money working morool the time

Thus, exi ess hinds <an be invested overnight, lora lew
days, ot lor longer periods with the lull knowledge that
tlan unanlit ipaled need lew hinds occurs, money is
readily avai lable without nsk

NON TAXRI VI NUT. Iveryadditional dollar earned
through investment means one less prnpeily lax dollar
must lk-i.nsed

RI.UUL 1) EXPENSES Investing in the Trust will save
time and money by eliminating the paperwork, the
bookkeeping and the lime spent in selecting and pur—
chasing individual investmenls

RECORD KEEPING TheTrust will provide complete
record keeping lorall investments made Tor each
account opened with the Trust the public agency will
receive a monthly account statement and an annual
summary ol transactions and interest earned

HOW |S Interest Paid?

Interest will vary based on ihe underlying securities
purchased Daily rales are quoted tll-freeby phone
Interest isearned ami compounded daily, and ispaid
oi credited lo principal the lust ol every month

How Are Investments Made?

A single tiTl Iree telephone call to The Trust Admin—
istrator isall that is required to make an investment in
or withdrawal Irom IheTrust With prior authorization,
money rati be transferred automatically between lhe
public agency®s local financ ial institutionand the Trust
Transactions aie confirmed Ihe following day inwriting
and are summarized ina monthly statement to the
public agency

How Does A Puw.ic Agency Join?

Participation in lIhe Trust iseasy and involves only
two steps

1 A resolution authorizing the public agency"s partici—
pation must be approved by the public agency A
model resolution isprovided by the Trust

2 A simpleone page application must be prepared
and lorwarded lo the Trust together with a copy of
the resolution.

NOTK- Public Hi'riicics c.in open ninre ih.in onn nccoilfil lo
prolific lor Mijpci®.ilion ol fumls. |nm|n3_tlto_ Irus! will
oprn on Imrsimonl account lor_the* public »iE*ftuv. bill
crr.ifrs no lutthrr obli'j.ilions Thori" K no co*l lor joining

the Irusl

Tomale gyplic.itii >nor loobtain .iddilinnnl informa-
tion pleaseront.il Ithe Trust Administrator
Rill Pice Number 1MII0M/2 toy.)
local Number |™»r>] 2-IT t.Mf
or return altac liedrard h i
Towal 7iblu Agent y liive-_Ircnl lor.1
( O Norwesl lwiil. Des Mnini "= NA
(H\ Walnut Street 10 ItoxKt/
Des Mnmes. lowa nOtE)T
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Boahd OkThusm s
Roller IRasmussen Mayor Fairfield. ClidirCsiii
Millie I.loyd, Siijhvivistr. Hardin Co Vite Chairperson
Inn Ahrciiholl/. Ollkv Manager Denison Municipal
U0, InisILV
Ikny I _unpie Manager MaqgtlokiT.i Municipal 1 loctric
Hisicc
Robed IHimit>p, Mayor 1Jr.mi’i-City. ITuslee
I.ilnt iiA less. Cornu ilporsut), L.ulle lice, Truslee
Melvin Mill". lie.isuiei Poweshiek Co .Tnisloe
M.uy Uichalds. 1o Alloiney. Story Coimly, litislee
ConnieStickling,CilyAdminisiralor. bieston, Imslee
Rohei 1 1L.iiji!, executive Director, lowa Asmx i.iligii ol
Miinicip.il Utilities. Fx lillii 10 Meinliei
.mil Secretary
executive Director. League ol lowa
Municipalities, i.x-0llnM Member
-.mil Treasurer
executive Director. lowa Slate
Association ol Counties, Cx Ollicio
Member

The following companies have been retained by the
titinrd ol Trustees to provide professional services as
requited by the Trust

As Trust Advisor
Ihvestors Management Group, Ltd
720 Liberty building
Sixth and Grand
Des Monies. lowa 50209

As TrustAdministrator
Norwesl Bank Des Moines, N.A.
666 Walnut, b0 box827
Des Moines. lowa 50204

As Trust Custodian.
Norwesl Bank Des Moines, N A.
666 Walnut. b0 box 827
Des Moines, lowa 50204

AS LLGAI. COUNSLL:
Ahlers, Cooney. Dorweiler.
Haynie. Smith & Allbee
100 Court Avenue
Des Moines, lov/a 50209

As hDLPLNDLM ACCOUNTANTS:
beat. Marwick. Main & Co
2500 Ruan Center
Des Moines. lowa 50200

For Investment Information
Call
loll Flee 18001872-1021
In Des Moines (5151245-2215

lowa Public Agency
Investment

Trust

~ACasli Management Service
[ ot lowa Cities, Counlies and City Utilities

Sponsored tty

lowa Association of Municipal Utilities
lowa Slate Association ol Counties
ieague of lowa Municipalities
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Authorizing Joint Investment

LN L(x:al

Government
/  Investment Fund of Public Funds
for Texas
WHEREAS. (this "Governmental Entity") is a "local government”

within the meaning ot The Interlocal Cooperation Act. Article 4413(320. Vernon's Texas Civil Statutes, as
amended (the "Interlocal Act"), and as such is authorized to contract with one or more other such local
governments for the joint investment of public funds of such local governments in any investments in which
each such local government is authorized to invest its funds:

WHEREAS, this Governmental Entity is authorized by the Public Funds Investment Act of 19X7. Article
K42a-2. Vernon's Texas Civil Statutes, as amended (the "Public Investment Act"), to invest its public funds
in any of the obligations or securities described in section 2 or 3 of the Public Investment Act. as amended.

WHEREAS, the joint investment of local public funds is in the best interest of this Governmental Entity and
its inhabitants; and

WHEREAS, this Governmental Entity therefore desires to authorize the joint investment of its public funds
with other local governments pursuant to the Interlocal Act and to enter into a contract with such local
governments to provide for the terms on which public funds so in .ested may be combined, invested,
secured, and accounted for:

NOW. THEREFORE. BE IT [ORDAINED/ORDERED/RESOLVED| BY THE [CITY COUNCIL/CITY
COMMISSION/COMMISSIONERS COURT/BOARD OF TRUSTEES] (THIS "GOVERNING BODY")
OF THAT:

Section 1. Authorization of Contract. The terms of the Common Investment Contract attached hereto as
Exhibit A. including the investment objectives and purposes described therein, are hereby approved. The
[Mayor/County Judge/President of the Board of Trustees) of the Governmental Entity is hereby authorized
and instructed to execute and deliver, and the [Secretary/County Clerk/Secretary of the Board of Trustees]
of this Governmental Entity is hereby authorized to attest, a Common Investment Contract substantially in
the form and to the effect so attached (the "Interlocal Contract”), and there upon the designations,
delegations, approvals, and authorizations described thereby shall be authorized, approved, and granted by
this Governmental entity without further act by this Governing Body.

Section 2. Authorization of Investments. Upon the execution of the Interlocal Contract by this
Governmental Entity, each officer and employee of this Governmental Entity who is designated to be
responsible for the investment of public funds of this Governmental Entity pursuant to Article 44-13(34c).
Vernon's Texas Civil Statutes, as amended (the "Investment Procedures Act"), is authorized to transfer
public funds of this Governmental Entity to the Fund to be created by the Interlocal Contract in order to
acquire an interest in any Series thereof, provided that, in the case of any Series other than the initial Series
created by the Interlocal Contract. (1) the funds of such Series may be invested solely in obligations
described in the Public Investment Act or in any other obligations in which this Governmental Entity may
lawfully invest its funds and (2) this Governing Body has approved the investment rules and policies
governing such investments. All such transfers shall be made in accordance with investment policies and
procedures heretofore adopted by this Governmental Entity pursuant to the Investment Procedures Act. as
such policies and procedures may be amended from time to time, but to the same extent as if such policies
and procedures expressly authorized such transfers as direct investments of public funds of this
Governmental Entity.



Section 3. Vnll<cs. Etc. All notices, demands, requests, drafts, consents, approvals, waivers, ballots, and
other documents and action which may be given or taken by this Governmental Entity under the Interlocal
Contract may be given or taken by any officer of this Governmental Entity who at the time is designated
pursuant to the Investment Procedures Act as responsible for the investment of public binds of this
Governmental Entity.

Section 4. Further \<rv. Each officer of this Governmental Entity is hereby authorized to take any and all
action necessary to effect the Interlocal Contract and joint investments authorized hereby and to perform any
obligation of this Gov ernmental Entity thereunder.

Section 5. Repealer. All ordinances, orders, or resolutions, or parts thereof, which are in conflict or
inconsistent with any prov ision hereof are hereby repealed and declared to be inapplicable to the extent of
such conflict, and the provisions hereof shall be and remain controlling as to the matters ordained, ordered, or
resolved herein.

Governmental Entities interested in participating in the Fund may utilize theforyomy resolution or yon may
create your own. The provisions listed helow are providedfor your convenience and should he included in
any resolution created hy participating local entities.

Provisions to be Included in Action Authorizing
the Common Investment Contract Creating the

Local Government Investments Fund for T exas

1 Authorization for one or more officers of the participant to execute and deliver the Common
Investment Contract.

2. Approv al of the investment objectives and purposes described in the Contract.

3. Authorization of the transfer for investment of public funds of the participant to the Local
Government Investment Fund for Texas.



OREGON STATE TREASURE

LOCAL GOVERNMENT INVESTMENT POOL



THE LOCAL GOVERNMENT INVESTMENT POOL

Tne Oregon Local Government Investment Pool was conceived at a
meeting of County Treasurers in the fall of 1972, when someone asked
"How can we 1invest in tne same tilings the Treasury does?" Tnac
guestion was answered 1in the 1973 Legislative Session with tne
passage of enaoling legislation (ORS.294.035) sponsored by the State

Treasurer.

Briefly, +tne Act directed the State Treasurer, as Chief

Investment Officer for tne State, to invest monies for the purpose of
investment. Further legislation, passed 1in 1979, permitted tnose
funds to be co-mingled witn tnose of the State Excess Fund. Tnis
merger, whicn took place 1in August 1979, <created the new Oregon Short

Term Fund.

Tne Original Act also authorized tne formation of tne Local
Government Investment Board, wnicn advises tne State Treasurer and
tne Oregon Investment Council regarding management of the Investment
Pool. Tne Board consists of seven members: tne State Treasure (or
Deputy State Treasurer), three public members, and three finance
officers of Local Government Units. The public members are appointed
by tne Treasurer; tne otner tnree members, representing cities,
counties, and scnool districts, are appointed by the Governor wupon
tne recommendation of tne League of Oregon Cities, the Association of
Oregon Counties, and tne Oregon School Boards Association,

respectively. Members serve four year terras.

In late 1973, an Ad Hoc Committee was appointed by the State
Treasurer to determine exactly wnat services tne Pool snould provide
and how, within tne law, tne Pool would operate. This committee was

composed of bankers and Local Government finance Officials.



Deposits or withdrawals snould be made as early as possible in tne
morning and must be made no later tnan 11:00 a.m. if tney are to pe

included in tne current day"s work.

A MINIMUM ONE DAIr ADVANCE NOTICE TO THE POOL IS REQUI.RED FOR DEPOSITS

OR WITHDRAWALS OF $1,000,000 OR MORE.

ACCOUNTING AND REPORTING

Tne accounting system 1is two fold: one system deals witn tne
transactions witnin tne Pool and tne otner deals witn transactions to
and from tne Pool with Local Governments. Witnin the Pool; a daily
accrual method of accounting for earnings 1is used. Tne earnings are
tnen set aside in an accrued earnings account for raontnly credit to
tne Local Government®s account. Interest earned during tne montn 1is
credited to the account on tne first worKing day of tne following

montn.

Tne Pool may deduct up to 1% of tne 1income received from earnings
as a fee to recover expenses. This deduction is made from total Pool
earnings prior to tne distribution of earnings to participants.
Because of record earnings over tne past year, a surplus has accrued
to tne account and tne cnarge will be suspended for approximately one

year.

Eacn montn, Local Government participants receive statements
snowing deposits, withdrawals and earnings distributed to each
individual account. If distributed earnings are not withdrawn from
tne account, a compounding of interest and otner 1income on a monthly

oasis results.

SETTING UP AN ACCOUNT

Before wusing tne Local Government Pool, a Local Government unit
must ootain written consent of tne governing Dody by resolution,
ordinance or otner appropriate means. Tne Local Government official

(tne person autnorized Dy tne Local Government unit to make Pool



transactions) snould then call tne Pool to ootain an account number.
Once tne account number has been obtained, Poo.l transactions may be
made as explained above. A written confirmation of each transaction
must be sent to both the local bank and the Pool (sample forms and

explanation of reports available to Pool participants on request).

OTHER SERVICES -PROVIDED BY LGIP

If you would like further 1information on any of these services,
please call the Pool staff at 1-800-452-0345 (toll free).

1. MULTIPLE ACCOUNTS - I1f a Local Government unit has sub-accounts
which it must segregate from 1its regular fund because of LEGAL
REQUIREMENTS (for example: a bond account) it may request
separate accounts for tnose funds. Because ot additional <costs
to the administration of the Pool which must be borne by all
participants, multiple accounts SHOULD NOT be used simply for
convenience 1in accounting. Interest allocation of various
sub-accounts within the Local Government unit may easily be made
using monthly reports provided by the Pool. Further information

on this procedure may be obtained by calling the Pool staff.

2. DIRECT TRANSFER-OF WARRANTS - In order to maximize earnings,
Local Government participants may nave certain state warrants
deposited directly to their Pool accounts on the date the

warrants are issued. Those receipts are as follows:

SCHr =" CGTS - BASIC SCHOOL SUPPORT (monthly

August and May)

COMMUNITY- COLLEGES - FTE (quarterly)

- CONSTRUCTION (when 1issued)*

CITIES - CIGARETTE (monthly)

- LIQUOR (montnly)
- HIGHWAY (montnly)



COUNTIES - CIGARETTE (monthly)
- LIQUOR (monthly)
- HIGHWAY (monthly)
- MENTAL HEALTH (montnly)
- SEVERANCE TAX (tri-annually)
- STATE FORESTRY (quarterly)
- FEDERAL FORESTRY (annually)
- VETERANS PROPERTY TAX RELIEF
(annually)
- CIRCUIT COURT (annually)
- CITY REVENUE SHARING (quarterly)

- 911 EMERGENCY FUNDS (quarterly)
Upon deposit of chese warrants, tne Pool will send the Local
Government unit a statement of receipts as notification of 1its

deposit into tne Pool.

3. INTER-ACCOUNT TRANSFERS - Local Government units which raakKe

direct payment to otner Local Government wunits within tne state

may make direct transfers to any Local Government wunit which has
a Pool account. For example: a county may raaxe a direct
transfer of funds to its cities, school districts, or special

districts by requesting tnat tne Pool debit the county"s account

and credit tne other participants account. The county or
transferring unit will provide notification to each Local

Government unit involved.

Local Government units are encouraged to call the Pool any time
nave questions concerning tne Pool operations, interest rates,

account Dalances, or other related matters.

they



PORTFOLIO RULES FOR THE OREGON SHORT TERM FUND

The following rules apply to the desired future portfolio makeup for the Oregon Short
Term Fund but do not reflect the present Fund portfolio. The Investment >fficer will sell
existing investments to achieve compliance with the new rules only when prudent investment
policy dictates Ic wise to do so. Consequently, the prohibitions of certain types of
investments, trading techniques and other rules apply to all investments from this date
forward but arc not meant to apply to those investments already made.

1. GENERAL
X. Guidelines relating to size of investments and diversification of investments do
not apply to short term investments of 7 days or less or to Mastemote agreements.
B. No delayed deliveries beyond normal settlement.

2. MATURITY DISTRIBUTION
X. 507 ot actual portfolio must mature within 93 days.
B. Up to $100,000,000 may mature inover 1 year.
C. No investment may mature in over 3 years.

3. DIVERSIFICATION OF PORTFOLIO
X. At least 107 of actual p.<rtfolio must be in Treasury and/or Agency Securities.
B. No more than 507 of the actual portfolio may be in any one of the following:
i. commercial paper; 1i. repurchase agreements; iili. bankers-acceptances; iv. negotiabl
certificates of deposit; v. time certificates of deposit.

A. TIME CERTIFICATES OF DEPOSIT
X. Banks with deposits ot less than 52,000,000 permitted TCD of $100,000.
B. Banks with deposits of $2,000,000 or more permitted TCDs of up to 51 ofdeposits.
C. Current, limit of $100,000 TCD in each Savings & Loan unless 1007. collateral posted.

5. BANKERS ACCEPTANCES AND NEGOTIABLE CERTIFICATES OF DEPOSIT.

X. 2.57. maximum of actual portfolio per issuer 1in domestic bank BankersAcceptances.
B. 2.57 maximum of actual portfolio per issuer 1in domestic bank Negotiable Certificates
of Deposit.

C. Limited to approved banks.
D. Negotiable Certificates of Deposit limited to Oregon institutionsonly.

6. COMMERCIAL PAPER
X. Up to 57 or actual portfolio per issuer in domestic paper.
B. A-2 rated conmercial paper.
i. No more than -107 of actual portfolio,
ii. No A-2 rated commercial paper may mature in over 93 days,
iii. Purchases may be made from approved list only: Louisiana Pacific, Pacific

Power & Light.

7. FPURCHASE AGREEMENTS
. Current net worth of firm must be over $2,500,000.

B. Firm must be on approved list and must have signedRepurchase Agreement..
C Repurchase agreements must equal no more than 2Z of liabilities of firr.
D. Any additional firms must be approved in writing by the Treasury Department. t
E." All collateral for repurchase agreements must be either delivered to the Treasury s

Fiscal Agent or held in a segregated safekeeping account in the name of the Oregon

F. CollateralSfor"repurchase agreements must not be of lesser quality than otherwise
permitted by the guidelines.

8. REVERSE REPURCHASE AGREEMENTS

Maximum maturity of 6 months.

Maximum total of $100,000,000.

Net worth of firm must be over$50,000,000.

Firm must be on approved list and have signed Repurchase Agreement.

Reverses must equal r.o more than 27 of liabilities ox linn.

mooO X

HER
%ﬁ- Hastemote agreements must be individually approved by the Oregon Short Term
Fund Board.



LOCAL GOVERNMENT
INVESTMENT POOL

294.805 Definitions for ORS 294.805 to
29-1.895. As used in ORS 294.805 to 294.895:

(1) "Board” means the Oregon Short Term
Fund Board.

(2) "Council” means the Oregon Invest-
ment Council created under ORS 293.706.

(3) "Funds” means funds under the control
or in the custody or any local government
official by virtue of office that are not re-
quired to meet current demands.

(4) "Investment officer" means the State
Treasurer in capacity as investment officer for
the council and the investment pool.

(5) "Investment pool” means the aggregate
of all funds from local government officials
that are placed in the custody of the invest-
ment officer for investment and reinvestment
as provided under ORS 294.805 to 294.895.

(6) "Local government official® means
each officer or employe of any agency, politi-
cal subdivision or public corporation of this
state who by law is made the custodian of or
has control of any funds. (1973 c¢.748 51; 1981
€.880 5141

294810 Local governments author-
ized to place limited funds in pool. With
the consent of the governing body, a local
government official may place in the aggre-
gate up to $10 million of its funds in the in-
vestment pool, or, if the assets of the invest-
ment pool have been transferred pursuant to
ORS 294.882, in the state investment fund
established pursuant to ORS 293.721, for
investment and reinvestment by the invest-
ment officer as provided under ORS 294.805
to 294.895, or 293.701 to 293.776, as the case
may be. The $10 million limitation stated in
this section shalJ not apply to funds of a gov-
erning body which are placed in the invest-
ment pool on a pass-through basis. 11973 c748
5.1 IP8I r 830 5151

294.815 Period of investments; with-
drawal of funds. Subject to the right of the
unit of local government to specify the period
in which its funds may be held in the invest-

ment pool for investment and reinvestment,
the investment officer by rule shall [ rescrilx-
the time periods for investments in the invest-
ment pool nnd the procedure for withdrawal of
funds. 11973 ¢.748 53|

294.820 Separate long-term invest-
ments limited. With the consent of the gov-
erning body, a local government officinl of u
city or municipal corporation may, before July
1, 1979, deposit funds with the State Treasur-
er for long-term investments of the funds by
the State Treasurer separate from invest-
ments of the investment pool. n«J73 c748 54.
1979 ¢ 608 51)

294.825 State Treasurer as
ment officer; bond; employment of person-
nel; rules. (1) The State Treasurer is the
investme.n?. officer for the council and the
investment pool, and shall perform functions
in that capacity as authorized or required by
law and, consistent with law, by the council.

(2) The bond of the State Treasurer re-
quired from him by law shall be deemed to
extend to the faithful performance of all func-
tions of the office of investment officer under
ORS 294.805 to 294.895.

(3) The investment officer may;

(a) Subject to any applicable provision of
the State Personnel Relations Law, employ,
prescribe the functions and fix the compensa-
tion of personnel necessary to facilitate and
assist in carrying out the functions of the
council, investment officer and investment
pool.

(b) Require a fidelity bond of any person
employed by him who has charge of, handles
or has access to any of the moneys in the
investment pool. The amounts of the bonds
shall be fixed by the investment officer, ex-
cept as otherwise provided by law, and the
sureties shall be approved by him. The premi-
ums on the bonds shall be an expense of the
State Treasurer.

(4) Subject to review by the board, the
investment officer may, pursuant to ORS
183.310 to 183.550, make reasonable rules
necessary for the administration of ORS
294.805 to 294.895. (1973 c.748 555. (81

294.830 11973 ¢.748 57; repealed bv 1979 ¢ 508 52
1294 831 enacted in lieu of 294.830)1

294.831 Investment objective; limit on
maturity dates. (1) The local government
investment pool shall seek to obtain a compet-
itive return on investments subject to the

133

invest-



instructions to hold the some pending receipt
by the institution of full payment therefor.
[iHI cMSO bill

294.850 Contracts with persons
perform investment functions; compensa-
tion; bond. The council may enter into con-
tracts with one or more persons whom the
council determines to be qualified, whereby
the persons undertake, in lieu of the invest-
ment office*-, to perform the functions speci-
fied in OuS 294.845 to the extent provided in
the cor.tract. Performance of functions under
contract so entered into shall be paid for out of
the gross interest or other income of the in-
vestments with respect to which the functions
are performed, and the net interest or other
income of the investments after that payment
shall be considered income of the investment
pool. The council may require a person con-
tracted with to give to the state a fidelity bond
in a penal sum as may be fixed by law or, if
not so fixed, as may be fixed by the council,
with corporate surety authorized to do busi-
ness in this state. Contracts so entered into
and functions perform ®d thereunder are not
subject to the State Personnel Relations Law
or ORS 279.710 to 279.74d. 11973 ¢.748 511]

294.855 Legal opinions;
counseling services; mortgage services. (1)
In the acquisition or disposition of bonds with
which approving legal opinions ordinarily are
furnished, the investment officer may require
an original or certified copy of the written
opinion of a reputable bond attorney or attor-
neys, or the written opinion of the Attorney
General, certifying to the legality of the
bonds.

(2) The council may arrange for the fur-
nishing to the investment officer of invest-
ment counseling services. The furnishing and
acquisition of those services are not subject to
the State Personnel Relations Law or ORS
279.710 to 279.746.

(3) The investment officer, with the ap-
proval of the council, may arrange for services
with respect to mortgages in which moneys in
tho investment pool are invested. Those ser-
vices shall be paid for out of the gross interest
of the mortgages with respect to which the
services are furnished, and the net interest of
the mortgages after that payment shall be
considered income of the investment pool. The
furnishing and acquisition r,f those services
are not subject to the State Personnel Rela-
tions Law or ORS 279.710 to 279.746. 11973
C7-IKa 1

investm en{1

21>4B00 Custody of investment docu-
ments; collection of income; distribution
to local governments; defaulted pnymecnts
of principal and interest, collection, com-

promise. (1) Except as provided in ORS
294.850 and thiB subsection, all instruments
of title of all investments of the investment
pool shall remain in the custody of the invest-
ment officer. The investment officer may
deposit with a well-known and responsible
bank or trust company in the City and State
of New York or with one or more banks in
Portland, Oregon, or both, with the consent of
the banks or trust company, those instru-
ments of title the investment officer considers
advisable, to be held in safekeeping by the
banks or trust company for collection of the
principal and interest or other income, or of
the proceeds of sale.

(2) Except as provided in ORS 294.850 and
294.855 (3) and subsections (1) and (3) of this
section, the investment officer shall collect the
principal and interest or other income of in-
vestments of the investment pool, instruments
of title of which are in the investment officer’s
custody, when due and payable, and shall pay
to the appropriate local government official
the principal and interest, or other income,
within 30 days after the last day of the calen-
dar quarter in which the principal and inter-
est or other income accrues.

(3) In the event of default in the payment
of principal or interest or other income of any
investment of the investment pool, the invest-
ment officer, with the approval of the council,
may:

(a) Institute the proper proceedings to
collect the matured principal or interest or
other income.

(b) Accept for exchange purposes refund-
ing bonds or other evidences of indebtedness
at interest rates to be agreed upon by the
investment officer and obligor.

(c) Make compromises, adjustments or
disposition of the matured principal or inter-
est or other income as the investment officer
considers advisable for the purpose of protect-
ing the moneys invested.

(d) Make compromises or adjustments as
to future payments of principal or interest or
other income as the investment officer consid-
ers advisable for the purposes of protecting
the moneys invested. 11973 c74fl 3. io79 c47S
21
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to the state investment fund established pur-
suant to ORS 293.701 <2)(r). In thut event, the
local government investment pool participant
accounts will be treated as are other state
funds and accounts in receiving a proportion-
ate share of the earnings of that investment
fund. The State Treasurer, at the discretion of
the treasurer may reestablish the local gov-
ernment investment pool aa a separate fund,
if the participant accounts increase to over
$125 million and in the State Treasurer’s
judgment, sufficient interest by local govern-
ment exists to insure the local government
investment pool will remain over $125 mil-
lion. Prior to reestablishing the pool as a
separate fund, the State Treasurer shall first
present a plan for operation, including the
reasons for such action, to the Oregon Invest-
ment Council at a regularly scheduled meet-
ing for its review and comment. The State
Treasurer shall publish notice in the Secre-
tary of State’s administrative rules bulletin of
the treasurer’s intent to reestablish the pool
as a separate fund at least 30 days prior to the
meeting at which the Oregon Investment
Council shall review the proposal, and notice
of the meeting time and location of the
Oregon Investment Council at which the
proposal will be discussed. U979 c608 89; 1980
c.19 97]

294.885 Oregon Shprt Term Fund
Board; members; appointment; term; va-
cancies. (1) There is created the Oregon Short
Term Fund Board consisting of seven mem-
bers.

(2) One member shall be the State Trea-
surer or the treasurer’s designated representa-
tive. Three members who are qualified by
training and experience in the field of invest-
ment or finance and who do not hold any other
public office or employment, shall be appoint-
ed by the State TVeasurer. Three members,
who are treasurers, finance or fiscal officers
or business managers of any county, city or
school district, shall be appointed by the Gov-
ernor as follows:

(a) One shall be chosen from the persons
recommended by the Association of Oregon
Counties.

(b) One shall be chosen from persons rec-
ommended by the League of Oregon Cities.

(c) One shull be chosen from persons rec-
ommended by the Oregon School Boards Asso-
ciation.

(3) The term of office of each appointed
member of the board is four years, but each

appointed member serves at the pleasure of
the appointing uuthorily. A vacancy in the
appointed membership occurring other than
by expiration of term shall bo filled in the
same manner as the original appointment, but
for the unexpired term only.

(4)
specified in subsection (3) of this section, one
of the members of the board first appointed by
the State Treasurer after July 23, 1979, shall
serve for a term of three years. 11973 ¢.74B 919;
1979 ¢.G08 57; 1931 ¢.880 618)

294.890 Board members serve with-
out compensation; selection of chairman.
(1) A member of the board shall serve without
compensation.

(2) The board shall select one of its mem-
bers as chairman, for a term and with the
powers and duties necessary for the perfor-
mance of the functions of the office as the
board shall determine. 11973 c.748 920)

294.895 Board duties, generally. The
board shall:

(1) Advise the council and the investment
officer in the management of the investment
pool and in the investment of all funds de-
fined in ORS 293.701 (2ttr) and invested pur-
suant to ORS 293.721.

(2) Review the rules promulgated by the
investment officer as authorized under ORS
294.825 (4).

(3) Consult with the council and the in-
vestment officer on any matter relating to the
investment and reinvestment of funds in the
investment pool and on any matter relating to
the investment or reinvestment of funds de-
fined in ORS 293.701 (2Xr) and invested pur-
suant to ORS 293.721. (1973 c¢.748 §21; 1981 ¢.830
919

Notwithstanding the term of office



