


F a i r b a n k s  N o r t h  S t a r  B o r o u g h
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B e n  A .  B a r r e r a
V i c e  P r e s i d e n t ,  C o r p o r a t i o n  R e l a t i o n s  
N a t i o n a l  B a n k  o f  A l a s k a  
P .  0 .  B o x  1 0 0 6 0 0  
A n c h o r a g e ,  A l a s k a  9 9 5 1 0 - 0 6 0 0

D e a r  M r .  B a r r e r a :

I t  w a s  a  p l e a s u r e  t o  h a v e  t h e  o p p o r t u n i t y  t o  m e e t  y o u  l a s t  w e e k  a t  t h e  
M u n i c i p a l  F i n a n c e  O f f i c e r s  A s s o c i a t i o n  m e e t i n g .  S i n c e  I ' v e  h a d  a  l o n g  
t e r m  a s s o c i a t i o n  w i t h  N B A , I  f e l t  t h a t  i t  w a s  i m p o r t a n t  f o r  y o u  h e a r  my 
t h o u g h t s  o n  a n  i m p o r t a n t  m a t t e r .  A  c o p y  o f  my c o m m e n t s  t o  S e n a t o r
S t e v e  F r a n k  r e g a r d i n g  S B  1 8 2  i s  a t t a c h e d .

I t  i s  my u n d e r s t a n d i n g  t h a t  J a n  S i e b e r t  a n d  a  b a n k i n g  l o b b y i s t  a r e  
a t t e m p t i n g  t o  d e r a i l  t h e  M u n i c i p a l  I n v e s t m e n t  P o o l  l e g i s l a t i o n ,  S 3  1 8 2 -  
NBA o f f i c i a l s  h a v e  b e e n  a t t e n d i n g  o u r  m e e t i n g s  t w i c e - a - y e a r  a n d  h a v e  
n o t  e v e r  s a i d  a  w o r d  o f  a d v i s e  a b o u t  t h e  p o o l i n g  c o n c e p t .  I  m e t  w i t h  
A 1  S t o c k m a n  l a s t  f a l l  a n d  d i s c u s s e d  i t  w i t h  h im .  W e h a v e  n e v e r  h e a r d  
a n y  n e g a t i v e  f e e d b a c k  f r o m  t h e  b a n k  u n t i l  n o w , w h en  t h e  S B  1 8 2  i s  
m o v in g  t h r o u g h  t h e  S e n a t e .

NBA  w o u l d  h a v e  h a d  q u i t e  a n  a d v a n t a g e  i n  b e i n g  p a r t  o f  t h e  p o o l
m a n a g e m e n t  d u e  t o  i t s  s t a t e w i d e  e x p o s u r e  a n d  b e i n g  a b l e  t o  o f f e r
s t a t e w i d e  c o v e r a g e  f o r  c a s h  t o  f l o w  i n t o  a n d  o u t  o f  i n v e s t m e n t s .  T h i s  
w o u ld  h a v e  b e e n  a  m a j o r  m a r k e t i n g  a n d  o p e r a t i o n s  p l u s  t o  t h e  p o o l  
m a n a g e m e n t .  NBA  h a s  a l l  s o r t s  o f  a f f i l i a t i o n s  f o r  s e r v i c e s  w i t h  
o u t s i d e  f i r m s  a n d  e v e n  h a s  a  r e l a t i o n s h i p  w i t h  a n  o u t s i d e  A l a s k a  
i n v e s t m e n t  f i r m  f o r  s o m e  o f  i t s  m a n a g e d  a c c o u n t s .  T h e  S t e e r i n g  
C o m m i t t e e  p u t  i n  a n  " A l a s k a  p r e f e r e n c e "  t o  e n c o u r a g e  A l a s k a  f i r m s  t o  
a s s e s s  t h e  p o t e n t i a l ,  h o p i n g  t h e y  w o u l d  r e s p o n d  t o  t h i s  n e e d .  I  d o  n o t  
u n d e r s t a n d  w h y  NBA c h o o s e  n o t  t o  d e v e l o p  t h i s  m a r k e t ,  e i t h e r  s e p a r a t e l y  
o r  w i t h  a f f i l i a t e s .

N B A 's  p o s t u r e  i n  n o t  r e s p o n d i n g  t o  t h e  m a n a g e m e n t  R F P  d o e s  n o t  d i m i n i s h
t h e  " a d v a n t a g e s "  o f  t h e  p o o l i n g  c o n c e p t  a n d  s h o u l d  n o t  g i v e  NBA  t h e
c a u s e  n o r  t h e  e x c u s e  t o  w o r k  t o  d e r a i l  t h e  l e g i s l a t i o n .

T h a n k  y o u  f o r  h e a r i n g  me o u t .

M ay  3 ,  1 9 9 1

c c :  S c o t t  B u r g e s s ,  A l a s k a  M u n i c i p a l  L e a g u e
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We a r e  t r a n s m i t t i n g  S   p a g e s ,  i n c l u d i n g
t h i s  h e a d e r  s h e e t .

The In fo rm ation  conta ined In th is  fa c s im i le  t ra n sm it ta l Is  
c o n f id e n t ia l ,  may to su ty e c t to  the B a n k -c lle n t  p r iv i le g e  and Is 
Intended on ly  f o r  the use o f  the re c ip ie n t  named a to v e . I f  the 
reade r o f t h is  In fo rm ation  Is  noT The Intended r o c lp le n t ,  o r  the 
employee o r agent re s p o n s ib le  f o r  d e liv e ry  o f th is  In fo rm ation  to 
the Intended re c ip ie n t , you a re  hereby n o t i f i e d  th a t t h is  Is not a 
waiver o f p r iv i le g e  and any d issem ina tion , d is t r ib u t io n  o r  copying 
o f This In fo rm ation  Is  s t r i c t l y  p ro h ib ite d . I f  you have rece ived 
th is  In fo rm ation In e r r o r ,  p le a se  n o t i fy  the  sender Immediately ty 
te lephone and re tu rn  the o r ig in a l In fo rm a tion  to  the sender, ly U .S . 
ma l l ,  a t  the above ad d re ss .

FRO M : rf/Sto
n a jVe  ^

T e l e p h o n e :  ( 9 0 7 )

/2 ^ u c ^  T e l e c o p i e r :  ( 9 0 7 )  2 6 3 - 2 5 8 2 .  ■
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Alaska's Most Convenient Bank
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S B S :  W h a t

w e n t  w r o n g ?

State lawyers look for cause 
of retirement fund debacle
By RALPH THOM AS
TViJVN&AU£U*m

Alaska officials may hove guir> 
one other than themselves to blame 
for letting *132 million from a state 
employee retirement ftmd fall Into 
the clutches at a crumbling insur­ance company.

Someone to blame means acme- 
one to sue.

State attorneys are considering 
lawsuits against consulting ilrr.u 
that helped oversee the fund's invest- meats.

Between 1587 and 1?S0, the state 
Invested millions of dollars from the 
Supplemental Benefits System with 
Executive Life Insurance Co. of Cali­
fornia, ana n  excnange received 
four so-called 'guaranteed invest­
ment contracts" -  promises cf hlgn 
interest ratet booked by-slgnatuies Crora corporate executives, but no collator©!.

The retirement fund was started in ldflC after sixty worker* cpted out 
.o f the fedara! Social Security pro*, 

•W rem .-3lr.ee then. the fund ha* crown to $820 million, 'ncte-dlng the faulty 
Executive tlfe icm racu.

Now the 3tit»: -  and the SBS (ui»d 
-  stand to get burned Executive 
Life*# sw «t x-cth for high-yield, 
high-risk junx tends caught up with

the company about two week) ago 
when California insurance regulators 
seized the firm and lu assets.

Aa more and more Executive Life 
creditors -  including the Internal 
Revenue Service -  come calling, 
A laska 's  chances of getting anything 
for I is unsecured Investment* U 
growia»moro grim.Who's to blame?

One state ofilcht who w u  In 
charge of investing the SBS money 
apparently knew about Executive 
Lire's Junk-bond .wcea In 1887, not 
long alter the first Investment con­
tract was signed. But that man -  
Mike Halverson -  sayi ha got re- 
p :ated advice from the stale7* SBS 
consultant to stick with Executive 
Life.

Halverson, who resigned lest than 
a month ago from his post at the 
state Division of Retirement and Benefits, admitted In a recent Inter­
view with an Ajichorage reportar 
mat he was in over hia head with the 
SB8 investment job. So he frequently turned to the sot*'* consultant. Bob 
Richardson of William M. Mfrcer 
Cc6„ a subsidiary of Mnrah & Mc­
Lennan, an atffonwide insurance 
brokerage

As the state's consultant. Mer- 
Pieaae turn to 0$t, Pea* 8
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Military hospital may move to Alaska

A N C H O IU Q E  -  Bx3n negoti­
a tions between the United States and 
m e Ph ilip p in e  govemment/i cou ld re­
vo lt In Uie t ra n s fe r o f * U rg e  m ill- 
t o ry h o s p iu t  to A laska . o ffic ia ls  ja y .

T h *  U .S . A ir F o rce  le p repa ring  
fo r  a p o ia lb le  tran s fe r <x .nodica l 
p e rw nh o l from  C la rk  A ir B ase  in tho 
Ph ilip p in es to the E lrn end o rf A ir 
F o rc e  B rtM  hospita l, se v e ra l A laska 
le g is la to rs  and congressional sources 
said .An announcement from tht Air 
Force could come within dayi.

sou rce aa ld . 5ucr> a move Is contin­
gent t i i m ili ta ry  baxo lease ta lk s  be­
tween the L'.S, ond Ph ilipp ine  gov . 
* rnm cn ts . Tne s ix th  and f lr .a l round 
o f *he talkB began Monday

Ar. A ir F c rc e  spokesman aa ld  h t 
cou ld not com m ent on the t ran s fe r 
rep o rts .

' At this tim e  there has beg;} no 
pub lic announcement at' a change in 
the hosp ita l's s ta tu s ."  Lt. Col. M ike 
Con ley said.

Seve ra l m em bers o f the s ta le  
House Spec ia l Com m ittee on M ili­
ta ry  and Veterans A ffa irs  skid they

le an . ! In s b rie fing  conducted by 
L t. Gen-. Thoma-i M c lne rn ey  that the 
E lrn e n d o rf hosp ita l "w ill'-p rom  ireim 
C la rii A ir Base 's losses. M c lne rney  
Is com m ande r o f the l l  th A ir Fo rce .

The b rie fing  d im e  during a thr-ie- 
dsty tou r o f A la ska  m ilita ry  in s ta lla ­
tions 1 ra t month.

"M y  understanding was that 
acme o f the hosp ita l units stationed 
In the Ph ilipp ines a re  coming to 
E lrn e n d o rf , ’ ’ uaid Rep . C lif f David- 
son, D -Kod ink . " I t  seemed to me he 
said it would be In the next y ea r to 
y ea r and a  h a lf . "

SBS...
C on tin u ed  fr o m  P i g *  ! 

ce r'a  S ea tt le  o ffice  oversaw  the bid­
ding process for the fi rs t  th ree  con- 
tra c ts  won by Executive U fa .

In  the sum m er o f 1989. tha strife 
sw itched to  a  new SBS consu ltant -
f ^ L o i i t c f c  TftMcha o f  M inneapo lis. 
Minn, in a t n rm  handled me biddingthe bid<

•%~theTaat contract .worthy Sxccu-
7 )o f long a fte r Execu tive  L ife  

landed Its f i r s t  SBS con trac t, an o ffi­
c ia l who w orked  o re  f lo o r  above Hut* 
ve rson  la  the State O ffice  Bu ild ing 
began getting anonymous m ailings 
tha t w arned  o f the com pany ’s jj.iic - 
bond troub le s .

M iko  D e B e rry , a  con tract o ffice r 
in the D iv is ion  o f G enera l Se rv ices, 
said la s t  w eak he thought the anony­
mous m a ilin g s  m ight have come 
from  in su rance  companies tha t lost 
to E xecu tiv e  L ife  In tne SBS con trac t 
b idding ba ttle .

The  m a ilin g s Included a rtic le s  
from  in su rance  and investm ent pub­
lica tions and  the W a ll S tree t Jou> :i* l. 
Most o f  tha a rtic le s  mention h&t 
a lm ost h a lf  o f Execu tive  L ife  * at- 
s e a  w ere in ju n k  bonds.

D e B e rry  sa id  he gave the a rtic les 
to H a lv e rso n .

S u t , accord ing to H a l verson, 
R icha rd son  assu red  him  that E xecu ­
tive U fa  wou ld su rv ive  long onougn 
fo r  the state  to  get Its m oney back 
with in t e m t .

T h a t adv ice  m ay  amount to nesi!:* 
e y e ,  e sp ec ia lly  in ligh t o f  Execu- 
Ive L i fe ’s w ide ly  known )unk-bond 

woes, sa id  Jam e s  Baldw in , an assis­
tan t a tto rn ey  gene ra l who It  rev iew ­
ing the issue.

•T h *  con trac t that we had  with 
M erce r p rov ided  an indem nification 
ito the s ta te ) fo r  the ir negligence ”  
Baldw in said M onday. Ha said he as­
sume® the con trac t with D eLo ltte  it 
Touche had the same c lause .

No w ritten  evidence o f  R ic h a rd ­
son 's b id  adv ice  was found in H a l­
ve rson 's flie s by the E m p ire , but 
Ba ldw in  said he had seen some docu­

I

m entation . '‘T he re  a re  some things 
that a re  In w ritin g ,"  8a!dw!n said.

I f  ttva state  take* M erce r to cou rt, 
It w ill have lo  re ly  heav ily  on H a lva r- 
sen as 3 " k e y  w itness/' Ba ldw in 
said .

N either R icha rd son  no r H a lv e r­
son could bo reached fo r com m ent. 
R lcherdsd r. f t  rep o rted ly  or. a se lling  
trip  around the w orld , and a person 
who answer ihr, phcna at H a lv e r­
son's homo in Juneau  said he has le ft 
the s ta te  fo r m u re  ih im  a  month.

B r ia n  McOoe, the M ercer consu l­
tant who ove rsew  bidding fo r  the 
th ird  con trac t won by Execu tive 
L ife , did not retuiYt a  c a ll from  ti e 
E m p ire  this m orn ing ,

!t m ay be eas ie r fo r  the sta te  to 
p rove  D e w it t *  it Touche was n eg li­
gent, but there 's much lese a t stake .

Nat long a fte r  DcLo itte  it Touche 
helped the s ta te  negotiate a £86 m il­
lion SBS  Investm ent w ith E xecutive 
L ife  in  U89, adm in istra tion  o ff lc la ls  
began to w orry obout the com pany's 
junk-bond p rob lem s.

F o rm e r D epa rtm e .it o f Adm inis­
tra tion  Coin.v/tu'torier F ra n k  B a x te r 
then went to U s  A n ' - lc j  ur.d w orked 
out » u ex l with E xecu tive  L ife  -  a 
o ea l that cut the 868 m illion  con tract 
down to  about £1.4 m l'lion . In re tu rn  
fo r  getting m ost 01 its money back 
from  the conrfs « ’„  the state  agreed It 
Would not try  to get out c f  the firs t 
tnrefc con tracts .

T ltougn the rem a in ing  £1.4 m illion  
Is ju s t 1 percent o f  what SBS stands 
to lo se  with E xecu tive  L ife , the state 
m ay sue DeLo 'tte  & Touche, Baldw in 
said .

At the s a/r.e P m» ‘.'net D cLo ittg  L  
Touche was w o rk ing  with the state 
'o'n the. s s s j e q n t r a s s ; : j k M I  
the* f i rm  were le jx ir t ln g  that g xecu- 
liv e  L'trc was in good fir .aH c fifsh ap e . 
TTut. v>iTViin W / i i r  aftertheTlnfinSkr 
ticu'.'ve L lfe -SE S  con tract was 
sighed, tne firs t o f fiv e  O eLo ltfe  4  
Touche sm piuyecs wno worxvd on 
(ha audit w ero h ired  Dy Executive 
L ife .

'AYiliam Sanders , who was In 
cha rg e  c f ti e aud it fo r D eLo iiw  4

Touche, got a con tract ITcm Execu­
tive L ife  that p rom ised  at least 
,£500.000 in pay fo r  1991, according to 
a s to ry  last week In the Los Angeles 
T im es.

Sanders _j»nd ano the r fo rm e r.
r o & J T f T - O flllfine .a i i f f io r^ M s rE  Fu r lo n g , wer^ fired  fr/un .F .Y^-urlun
L[feTaTC :fcei< .hv .lhe .r.a lifn rg i ft r t ;P ^
" J / sH ]o rfita  In surance regu la to rs
a re  lock ing  into the D eLo ltte  4  T oa  
~ c y r< u d ir~ — —  --------------

A la sx a  o f f lc la ls  w ill be watching 
the p robe  c lo se ly .

" I  th ink they (D eL o ltte  L  Toucho) 
have s ign ifican t exposu re with that 
a u d it ,"  Ba ldw in  said.

D eL o ltte  U Touche's P a t 
Pechacek , who hand led the last E x . 
ecutive L ife  con tract fo r  the state, 
did not re tu rn  c a lls  to the Em p ire  
Monday o r  today,

B a ldw in  sa id  state  o ffic ia ls  and 
a tto rn eys have a lo t o f  investigating 
o f th e ir own to do be fo re  they can 
take e ith e r o f  the consultants to 
court.

He Speculated tha t, In the er.d. It 
m ay ap p ea r that state  o ffic ia ls  and 
their adv iso rs  a ll w ere a t fau lt.

S a lly  Sm ith , fo rm e r  d irec tor o f 
the D iv is ion  o f R e tirem en t and Bene­
fits , said she never knew  o f Execu­
tive L t fa ’s ju r.lt bond troub les until 
la s t y e a r . She so ld  today she never 
saw the a rt ic le s  that D eB e rry  gave 
to H a lve rson . . ,

" A l l th is ta lk  o f eve rybody  know­
ing In 1987 o f  E xecu tive  L ife  Being in 
troub le  ia atm p ly not t ru e ,"  she said 
in an In te rv iew  last week.

Sm ith  said It was tru e , however, 
that h e r d ivision had no cosines* 
hand ling such hug* Investments as 
the SBS p rog ram . But she said her 
boss. F ra n k  B ax te r , didn't agree.

" I  re a l ly  wanted (the investment 
re sp on s ib ility ) to go to the D epa rt­
ment o f  R evenue ." Sm ith said. 
" B a x te r  d idn't want anyth ing to do 
w ith t h a t ... he wonted to keep it in- 
house ."

The E m p ire  was unab le  to contact 
B ax te r la s t  week o r M ondav
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M a r c h  1 8 ,  1 9 9 1

M r .  B e n ja m in  A . B a r r e r a ,  V i c e - P r e s .  
N a t i o n a l  B a n k  o f  A l a s k a  
P .O .  B o x  1 0 0 6 0 0  
A n c h o r a g e ,  AK 9 9 5 1 0 - 0 6 0 0

D e a r  M r .  B a r r e r a :

T h e  A l a s k a  M u n i c i p a l  L e a g u e  (A M L ) i s  i n  t h e  p r o c e s s  o f  s e l e c t i n g  a  
P r o g r a m  M a n a g e r  f o r  a  n ew  s h o r t - t e r m  in v e s tm e n t :  p r o g r a m  f o r  A l a s k a  
g o v e r n m e n t  j u r i s d i c t i o n s .  We h a v e  e n g a g e d  t h e  f i r m  o f  D e l o i t t e  & 
T o u c h e  t o  a s s i s t  u s  w i t h  t h e  s e l e c t i o n  p r o c e s s .  D r a f t  l e g i s l a t i o n  
a u t h o r i z i n g  t h i s  p r o g r a m  i s  c u r r e n t l y  b e i n g  c o n s i d e r e d  b y  t h e  A l a s k a  
L e g i s l a t u r e .

We a r e  s e e k i n g  a  c o m p r e h e n s i v e  p r o p o s a l  w h i c h  i n c o r p o r a t e s  
a d m i n i s t r a t i v e ,  c u s t o d i a l  a n d  i n v e s t m e n t  m a n a g e m e n t  c a p a b i l i t i e s .  
D a t e s  a n d  t i m e s  f o r  t h e  m a n d a t e d  p r e - p r o p o s a l  b i d d e r ' s  c o n f e r e n c e  a n d  
f o r  d e l i v e r i n g  p r o p o s a l s  a r e  c o n t a i n e d  i n  S e c t i o n  1 - 2  o f  t h e  e n c l o s e d  
R e q u e s t  f o r  P r o p o s a l s .

We a p p r e c i a t e  y o u r  i n t e r e s t  a n d  i n v i t e  y o u r  f i r m  t o  s u b m i t  a  
p r o p o s a l .  A l l  f u r t h e r  c o n t a c t  a n d  q u e s t i o n s  r e g a r d i n g  t h i s  R F P  
s h o u l d  b e  d i r e c t e d  t o :

M r .  J a c k  K i l e y  
D e l o i t t e  & T o u c h e  
1 1 1 1  T h i r d  A v e n u e ,  S u i t e  2 9 0 0  
S e a t t l e ,  WA 9 8 1 0 1  
( 2 0 6 ) 2 3 3 - 7 7 3 7

V e r y  t r u l y  y o u r s ,

- —

S c o t t  A . B u r g e s s  
E x e c u t i v e  D i r e c t o r

E n c l o s u r e

P d - t Cj^

«
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wwv.ca a n u  c im e s  r o r  t h e  m a n d a t e d  p r e - p r o p o s a l  b i d d e r ' s  c o n f e r e n c e  a n d  
f o r  d e l i v e r i n g  p r o p o s a l s  a r e  c o n t a i n e d  i n  S e c t i o n  1 - 2  o f  t h e  e n c l o s e d  
R e q u e s t  f o r  P r o p o s a l s .

We a p p r e c i a t e  y o u r  i n t e r e s t  a n d  i n v i t e  y o u r  f i r m  t o  s u b m i t  a  
p r o p o s a l .  A l l  f - j r t h e r  c o n t a c t  a n d  q u e s t i o n s  r e g a r d i n g  t h i s  RFP  
s h o u l d  b e  d i r e c t e d  t o :  _

M r . J a c k  K i l a y  
D e l o i t t e  & T o u c h e  
1 1 1 1  T h i r d  A v e n u e ,  S u i t e  2 9 0 0  
S e a t t l e ,  WA 9 8 1 0 1  
( 2 0 6 ) 2 3 3 - 7 7 3 7

V e r y  t r u l y  y o u r s ,

S c o t t  A . 3 u r g e s s  
E x e c u t i v e  D i r e c t o r

E n c l o s u r e

c
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M E M O R A N D U M

T O : S e n a t o r  S t e v e  F r a n k

FROM : J u d i t h  A .  S l a j e r ,  C h i e f  F i n a n c i a l  O f f i c e r

D A T E : M ay 3 ,  1 9 9 1

S U B J E C T : CS S B  1 8 2 ,  M u n i c i p a l  I n v e s t m e n t  P o o l

I  u n d e r s t a n d  t h i s  b i l l  w i l l  b e  u p  o n  f o r  S e n a t e  c o n s i d e r a t i o n  t o d a y .  
T h e r e  a r e  a  c o u p l e  o f  p o i n t s  I ' d  l i k e  t o  s t r e s s .

T h i s  l e g i s l a t i o n  p r o v i d e s  t h a t  c i t i e s  a n d  b o r o u g h s  m ay  a u t h o r i z e  
p a r t i c i p a t i o n  i n  a  j o i n t l y  c o n t r o l l e d  i n v e s t m e n t  p o o l .  E a c h  l o c a l  
g o v e r n m e n t  w i l l  h a v e  t o  d e t e r m i n e  w h e t h e r  t o  p a r t i c i p a t e  b y  p a s s a g e  
o f  l e g i s l a t i o n  b y  t h e  c o u n c i l  o r  a s s e m b l y .  T h e  i n v e s t m e n t s  a l l o w e d  
b y  t h e  P o o l  w i l l  h a v e  t o  b e  c o n s i s t e n t  w i t h  t h e  i n v e s t m e n t s  p e r m i t t e d  
i n  t h e  l o c a l  g o v e r n m e n t ' s  i n v e s t m e n t  o r d i n a n c e .

T h e  i n v e s t m e n t  p o o l  c o n c e p t  c e r t a i n l y  h a s  s o m e  a d v a n t a g e s  f o r  t h e  
F a i r b a n k s  N o r t h  S t a r  B o r o u g h .  D u e  t o  o u r  s t a f f i n g  l i m i t a t i o n s ,  w e  
h a v e  n o t  b e e n  a b l e  t o  d i v e r s i f y  o u r  i n v e s t m e n t  p o r t f o l i o .  T h e r e f o r e ,  
w e p u r c h a s e  o n l y  U . S .  T r e a s u r i e s .  W e w o u l d  l i k e  t o  i n v e s t  i n  
C e r t i f i c a t e s  o f  D e p o s i t  a n d  R e p u r c h a s e  A g r e e m e n t s  w i t h  A l a s k a  b a n k s  
a s  t h e s e  t y p e s  o f  i n v e s t m e n t s  c a n  b e  s a f e  a n d  a r e  l i k e l y  t o  g i v e  u s  a  
g r e a t e r  i n t e r e s t  r e t u r n  t h a n  d o  t h e  T r e a s u r i e s .  A l s o ,  t h e s e  t y p e s  o f  
i n v e s t m e n t s  d i v e r s i f y  o u r  p o r t f o l i o  a n d  e n a b l e  f u n d s  t o  f l o w  i n t o  t h e  
A l a s k a  e c o n o m y .  I n  o r d e r  t o  b e  i n  b o t h  t h e  CD a n d  R e p o  m a r k e t s ,  i t  
i s  v e r y  l a b o r  i n t e n s i v e .  C o n s i d e r a b l e  o n - g o i n g  w o r k  i s  i n v o l v e d  i n  
q u a l i f y i n g  f i n a n c i a l  i n s t i t u t i o n s ,  m a i n t a i n i n g  a  c r e d i t  w a t c h  o f  t h e  
q u a l i f i e d  i n s t i t u t i o n s ,  m a i n t a i n i n g  a  v a l u a t i o n  w a t c h  o n  t h e  
i n v e s t m e n t s ,  k e e p i n g  a l l  t h e  c o n t r a c t s  a n d  a g r e e m e n t s  c u r r e n t  w i t h  
t h e  f i n a n c i a l  i n s t i t u t i o n s ,  b u y i n g  a n d  s e l l i n g  a t  t h e  c o r r e c t  t i m e ,  
e t c .  T h e  I n v e s t m e n t  P o o l  w i l l  b e  a b l e  t o  o f f e r  t h e s e  s e r v i c e s .  T h i s  
w i l l  b e n e f i t  t h e  A l a s k a  f i n a n c i a l  i n s t i t u t i o n s  w h e n  t h e  d e m a n d  f o r  
f u n d s  i n  t h e  l o c a l  e c o n o m y  i s  p r e s e n t .

T h e r e  h a s  b e e n  t w o  i s s u e s  r a i s e d  b y  N a t i o n a l  B a n k  o f  A l a s k a  w h i c h  
n e e d s  t o  b e  a d d r e s s e d .  O n e  i s  t h a t  t h e  S t a t e  m ay  b e  l i a b l e  f o r  t h e  
P o o l .  T h e r e  i s  n o  q u e s t i o n  t h a t  t h e  S t a t e  w o u l d  n o t  b e  l e g a l l y  
l i a b l e .  I n  my o p i n i o n ,  t h e  i s s u e  o f  t h e  S t a t e  n e e d i n g  t o  b a l e  o u t  
t h e  P o o l  i s  a  s c a r e  t a c t i c .  I f  a n y t h i n g ,  t h e  p o o l ,  w h i c h  w i l l  b e  
h i r i n g  a  p r o f e s s i o n a l  i n v e s t m e n t  m a n a g e r  w i t h  e x p e r t i s e  w h i c h  i s  n o t  
a v a i l a b l e  t o  u s  n o w . O n  t h e  w h o l e ,  t h e  f u n d s  m a n a g e m e n t  w i l l  b e  m o r e  
p r o f e s s i o n a l  t h a n  9 9%  o f  t h e  l o c a l  g o v e r n m e n t s  c a n  c u r r e n t l y  a f f o r d .  
T h e  S t a t e  d i d  n o t  b a l e  t h e  l o c a l  g o v e r n m e n t s  o u t  w h i c h  i n  p a s t  y e a r s  
l o s t  f u n d s  i n v e s t e d  i n  A l a s k a ' s  f i n a n c i a l  i n s t i t u t i o n s  w h i c h  f a i l e d .



T h e  s e c o n d  i s s u e  r a i s e d  b y  NBA i s  t h t r c  t h e  f u n d s  w i l l  g o  o u t s i d e  t h e  
S t a t e ,  a n d  t h a t  i t  w i l l  t a k e  o u t s i d e  f i r m s  t o  r u n  t h e  P o o l .  T h e  
f u n d s  w i l l  g o  w h e r e  t h e  m a r k e t  i s .  I f  a n y t h i n g ,  t h e  P o o l  - w i l l  b e  
a b l e  t o  s e t  u p  t h e  m e c h a n i c s  f o r  i n v e s t i n g  i n  C D ' s  a n d  R e p u r c h a s e  
A g r e e m e n t s  w i t h  A l a s k a  f i n a n c i a l  i n s t i t u t i o n s  a n d  m a i n t a i n  t h e  p r o p e r  
d o c u m e n t s  n e e d e d  t o  b e  a b l e  t o  i n v e s t  i n  t h e s e  i n s t r u m e n t s  a t  m u ch  
l e s s  o f  a  c o s t  t h a t  w e i n c u r  c u r r e n t l y .  I f  t h e  d e m a n d  i s  p r e s e n t ,  
f u n d s  w i l l  f l o w  t o  t h e  l o c a l  b a n k s  i n  m u c h  g r e a t e r  q u a n t i t i e s  t h a t  i t  
d o e s  c u r r e n t l y .  NJ3A i s  c o r r e c t  t h a t  t h e y  c a n n o t  m a n a g e  t h e  P o o l  
w i t h o u t  o u t s i d e  A l a s k a  a f f i l i a t i o n s .  C u r r e n t l y ,  t h e  F N S B  w o u l d  n o t  
a l l o w  NBA  t o  m a n a g e  t h e  B o r o u g h ' s  f u n d s  w i t h o u t  c u s t o d i a l  s e r v i c e s ,  
t h e r e f o r e ,  w e e n g a g e  ( a t  N B A 's  r e c o m m e n d a t i o n )  S e c u r i t y  P a c i f i c  B a n k  
i n  C a l i f o r n i a  t o  p r o v i d e  c u s t o d i a l  s e r v i c e s .  T h e  P o o l ,  d u e  t o  i t s  
s i z e ,  w i l l  b e  i n  a  m u c h  b e t t e r  p o s i t i o n  t o  n e g o t i a t e  m o r e  f a v o r a b l e  
t e r m s  f o r  c u s t o d i a l  s e r v i c e s ,  w h i c h  s e r v i c e s  a r e  n o t  a v a i l a b l e  i n ­
s t a t e  c u r r e n t l y .  T h e s e  t y p e s  o f  a f f i l i a t i o n s  a r e  com m on  i n  t h e  
i n d u s t r y  i n  o r d e r  t o  p r o v i d e  a  b r o a d  l e v e l  o f  s e r v i c e s  t o  t h e  
c l i e n t s .

I n  c l o s i n g ,  I ’ d  l i k e  t o  s a y  t h a t  t h e  i n v e s t i g a t i o n  w h i c h  h a s  g o n e  
i n t o  e v a l u a t i n g  t h e  " p o o l i n g "  c o n c e p t  h a s  b e e n  e x t r e m e l y  t h o r o u g h .
T h e  i n f o r m a t i o n  w e  h a v e  c o l l e c t e d  i n d i c a t e s  t h a t  s o m e ,  i f  n o t  t h e  
m a j o r i t y ,  o f  t h e  s m a l l e r  l o c a l  g o v e r n m e n t s  a n d  s c h o o l  d i s t r i c t s  d o  
n o t  h a v e  t h e  i n v e s t m e n t  e x p e r t i s e  t o  p r o t e c t  t h e i r  f u n d s  a s  i s  now  
r e c o m m e n d e d  b y  t h e  G o v e r n m e n t  F i n a n c e  O f f i c e r s  A s s o c i a t i o n  (G F O A ) , 
a n d  a s  s u c h  a r e  v u l n e r a b l e  t o  t h e  w h im s  o f  t h e  f i n a n c i a l  
i n s t i t u t i o n s .  N o r ,  d o  t h e y  h a v e  t h e  i n v e s t m e n t  e x p e r t i s e  a n d  v o l u m e  
o f  f u n d s  w h i c h  c a n  e n s u r e  a  r e a s o n a b l e  r e t u r n .  T h e  p o o l i n g  c o n c e p t  
a d d r e s s e s  t h e s e  i s s u e s .

A s  a n  l o c a l  g o v e r n m e n t  f i n a n c e  p r o f e s s i o n a l ,  a n d  a s  a  M em b e r  o f  t h e  
GFOA  S t a n d i n g  C o m m i t t e e  o n  C a s h  M a n a g e m e n t ,  I  h i g h l y  r e c o m m e n d  
p a s s a g e  o f  C S  S B  1 8 2 .

I  h o p e  t h a t  y o u  h a v e  a n  o p p o r t u n i t y  t o  s h a r e  s o m e  o f  m y c o m m e n t s  w i t h  
y o u r  c o l l e a g u e s .
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M a y  2 ,  1 9 9 1

In Defense of CS SB 182 (Finance)

o  T h e  b i l l w a s  i n t r o d u c e d  a t  t h e  r e q u e s t  o f  t h e  A la s k a  M u n i c i p a l  L e a g u e

o  T h e  a u t h o r i z i n g  le g i s l a t i o n  " c la r i f i e s "  t h a t  " p u b l i c  e n t i t i e s "  c a n  d o  jo i n t ly ,  w h a t
t h e y  c a n  d o  i n d i v i d u a l l y ,  s p e c i f i c a l l y  i n v e s t  t h e i r  f u n d s ;  i n v e s t m e n t  p o o l s  e x i s t  
in  a t  l e a s t  2 9  s t a t e s  e i t h e r  t h r o u g h  t h e  s t a t e  t r e a s u r y  o r  a s  s e p a r a t e  e n t i t i e s  
a s  a u t h o r i z e d  in  t h e  l e g i s l a t i o n .

o  T h e r e  is  n o  l e g a l  l i a b i l i t y  o n  t h e  s t a t e  c r e a t e d  b y  t h e  l e g i s l a t i o n  n o r  f r o m  a n y
p o o l  f o r m e d  u n d e r  t h e  le g i s l a t i o n .

-  a d d r e s s e s  t h e  i n v e s t m e n t  o f  l o c a l  f u n d s

- z e r o  f i s c a l  n o t e  b e c a u s e  t h e  s t a t e  is  n o t  i n v o lv e d

- p r o b a b l y  c a n  b e  d o n e  u n d e r  e x i s t i n g  s t a t u t e  A S  2 9 . 3 5 . 0 1 0  ( 1 3 ) .  
C o o k  m e m o  a t t a c h e d .

o  T h e  le g i s la t i o n  i s  n e e d e d  b e c a u s e  e v e n  t h o u g h  A S  2 9 . 3 5 . 0 1 0  ( 1 3 )  s a y s ,  "A ll
m u n i c i p a l i t i e s  h a v e  t h e  f o l l o w i n g  g e n e r a l  p o w e r s ,  s u b j e c t  t o  o t h e r  p r o v i s i o n s  
o f  l a w : . . . ( 1 3 )  t o  e n t e r  in t o  a n  a g r e e m e n t ,  i n c lu d in g  a n  a g r e e m e n t  f o r  
c o o p e r a t i v e  o r  j o i n t  a d m i n i s t r a t i o n  o f  a n y  f u n c t i o n  o r  p o w e r  w ith  a  
m u n i c i p a l i t y ,  t h e  s t a t e ,  o r  t h e  U n i t e d  S t a t e s ; . . . "

-  t h i s  s t a t u t e  h r  b e e n  in  e f f e c t  s i n c e  s t a t e h o o d  b u t  h a s  n o t  b e e n  
u s e d ;  "• . o f  a  m u l t i -m i l l i o n  d o l l a r  o p e r a t i o n  is  n o t  t h e  t im e  t o
t e s t  t h e  o f  a  s t a t u t e ;

-  t h e  s t a t u t e  d o e s  n o t  s p e a k  t o  " o r g a n i z a t i o n s  c o m p o s e d  o f  p u b l i c  
e n t i t i e s "  s u c h  a s  t h e  A M L ;

- c l e a r  s t a t u t o r y  a u t h o r i t y  w ill a s s i s t  t h e  p o o l i n g  e n t i t y  r e c e i v e  a  
f a v o r a b l e  I R S  r u l i n g .

ALASKA 
MUNICIPAL 

LEAGUE b'

M em be r o f  th e  N a t io n a l L e a g u e  o f  C ities a n d  th e  N a tion a l A ssoc ia tion  o f  C oun tie s
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o  A M L  i n t e n d s  t o  f o r m  a n  i n v e s t m e n t  p o o l  a n d  is  in  t h e  p r o c e s s  o f  e v a lu a t i n g
p r o p o s a l s  f r o m  p r o f e s s i o n a l  i n v e s t m e n t  f i r m s  a n d  f i n a n c i a l  i n s t i t u t i o n s  t o  
p r o v i d e  a d m i n i s t r a t i v e ,  c u s t o d i a l  a n d  i n v e s t m e n t  m a n a g e m e n t  s e r v i c e s ,  
s u b je c t  t o  t h e  l e g i s l a t i o n  p a s s i n g .

o  P a r t i c i p a t i o n  in  t h e  i n v e s t m e n t  p o o l  w ill b e  v o lu n t a r y  a n d  f i r s t  r e q u i r e  a
m u n i c i p a l i t y  o r  s c h o o l  d i s t r i c t  t o  p a s s  a n  o r d i n a n c e  o r  r e s o l u t i o n  a u t h o r i z i n g  
t h e  u s e  o f  t h e  p o o l  a s  a n  i n v e s t m e n t  o p t i o n  a n d  t o  s i g n  a  c o o p e r a t i v e  
a g r e e m e n t  w h i c h  l a y s  o u t  t h e  b y l a w s ,  c o n d i t i o n s ,  a n d  i n v e s t m e n t  p o l i c i e s .

o  T h e  p o o l  w i l l b e  c r e a t e d  t o  in v e s t  s h o r t - t e r m ,  id le  f u n d s ,  e . g .  u n t i l  n e c e s s a r y
t o  m e e t  p a y r o l l  o r  o t h e r  o b l i g a t i o n s ,  t o  im p r o v e  i n t e r e s t  e a r n i n g s .

o  T h e  p o o l ’s  im p r o v e d  r e t u r n  o n  i n v e s t m e n t  w ill c o m e  f r o m  i n v e s t i n g  l a r g e r
a m o u n t s  o f  m o n e y  in  s e c u r e  a n d  l i q u id  i n v e s t m e n t s ,  e . g .  g o v e r n m e n t  
s e c u r i t i e s ,  N O T  b y  i n v e s t i n g  in  h i g h e r  r i s k  i n s t r u m e n t s .

o  T h e  p o o l  w i l l p r o v i d e  s e c u r i t y ,  l i q u id i t y ,  c o m p e t i t i v e  r a t e  o f  r e t u r n ,
d i v e r s i f i c a t i o n ,  i n v e s t m e n t  a d v i c e ,  c o n v e n i e n c e ,  a c c o u n t i n g ,  a n d  p r o f e s s i o n a l  
m a n a g e m e n t .

sab6:just.sb182

P . S .  R e s p o n s e  t o  B a n k e r s :  A u t h o r i z i n g  l e g i s l a t i o n  o n l y ;  AML h a d  c o m p e t i t i v e
b i d  p r o c e s s  w i t h  A l a s k a  p r e f e r e n c e  a n d  $ 1  b i l l i o n  a s s e t s  u n d e r  
m a n a g e m e n t  t h r e s o l d  ( b u t  a l s o  n e e d  a d m i n i s t r a t i v e  a n d  c u s t o d i a l  s e r v i c e s ;  
p o o l  w iT>  n o t  p r o v i d e  b a n k in g  s e r v i c e s ,  j u s t  i n v e s t m e n t ;  m o n e y  s t i l l  
i n  t h e  b a n k  a n d  p o o l  c o u l d  b u y  b a n k  C D ' s ;  p a r t i c i p a t i o n  i n  t h e  p o o l  i s  
v o l u n t a r y ,  i f  t h e  b a n k  i s  c o m p e t i t i v e  t h e n  p r e s u m a b ly  t h e y  w o u ld  g e t  
t h e  i n v e s t m e n t ;  NBA c o n t r a c t s  w i t h  a n  o u t s i d e  f u n d  t o  h a n d le  i t s  
i n v e s t m e n t s ,  t o o ;  n o  l i a b i l i t y  t o  t h e  s t a t e .

*»
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LOCAL flN M E N T  INVESTM ENT 
POOL

t ic ip a n t in  th e  fU nd . [1077 c.491 (S; 18B1 c.3 I I ;  10A3 
C.53 |2; 1089 C.13S 631

204*740 R e fund o f  account balances; 
payment o f d e fio its i erroneous benefit 
payments. (1) The Employment Division 
shall rofbnd to a  politica l subdivision elect- 
ins to cancel its  request as provided by ORS 
657.613 any account baler.oe remaining after 
the division has made o il payments to the 
Unemployment Compensation Trust Fund re­
quired to be made on behalf o f the political 
subdivision.

(2) A politica l subdivision cancoling a re* 
quest 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 politica l subdivision mak­
ing payments under ORS 294.735 shall be ex­
cluded from the account balance 
determination and t h e  d e t e r m in a t io n  o f  the 
benefit cost rata o f that po litica l subdivision. 11977 c.491 116, 7; 1989 c.135 Hi

294.745 A n a lys is  o f fund reoeipts and 
expenditure!) re n n r t  to  Leg is la tive As- 
snmbiy. The Employment Division ahsll in ­
vestigate the experience o f political 
subdivision partic ipation in  operations o f the 
fUrsd, including the relationship o f fUnd re­
ceipts to fUna expenditures and report the 
results o f the investigation to tha legislature 
at lim it 30 days p r io r ta the date a regular 
session o f tha legislature is scheduled to 
conveno. The report shall include any re* 
commended changos in  the provisions o f ORS 
293.702, 294,725 to 2941.755 and 657.513. (1977 
c.«0l |8; 1989 c.lU 131

294.750 Experience and _ lia b ility  o f 
suooessor p o lit ica l subdivisions) unpaid 
assessment.. (1) Th-a axperienca and liab il­
ities o f s political subdivision that has ceased 
to exist shall be acquired by th t  successor 
political subdivision.

, (2) Notwithstanding subsection (X) of this 
section, all units of governmsnt who are 
parties to an agreement tc form a political 
subdivision ahull be liable for any unpaid as* 
sessmentc of that political subdivision and 
for such amounts as necessary to maintain 
the account balance o f the political subdivi­
sion, if no longer In existence, at m o  dol* 
lam. [1077 c.491 99)

294,755 Paym ent on  q u a rte rly  baeisi 
remedies fo r oa lleotlon, 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 a ll remedies for the col* 
lection o f delinquent taxes provided in ORB 
chapter 657. 11977 c.40l {101

294.805 D e fin itions  fo r ORS 294,806 to
294.895. As ueed in  ORS 294.805 to 294.895;

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

(2) "Council”  means th e  Oregon Invest­
m e n t Council created under ORS 293.706.

(3) "Funde” meana fUnds under the con­
tro l or in tho custody o f any local govern­
ment official by virtue of oflco that are not 
required to m a e t  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 o f all frmds from  local government offi* 
cials that arc placed in ths custody o f the 
investment officer for investment and rein* 
veetment as provided under ORS 294.605 to
294.896.

(6) "Local government official” means 
each officor or omployoo of any agency, poli­
tical subdivision or public corporation of this 
state, including the Oregon State Bar, who 
by law is made the custodian of or has con* 
trol o f any funds. (1073 c.748 |1; 1961 c.880 114:1987 c.381 111

294.810 Local governm ents authorised 
to  place lim ited  fu n d s  in pool. (1) W ith the 
consent o f the governing body, a local gov* 
ornmant official may place in the aggregato 
up to $10 million o f its fUnds in the invest­
ment pool, or, i f  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 m illion  lim itation etatod in 
this section shall not apply to funds o f & 
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 m illion w ithin 10 busi­
ness days. County governments rnuet remove 
such excess ftmas w ith in  20 business days. 
Tha investment officer shell promptly roport 
each instance of noncompliance with, or ap­
parent abuse of, the lim itations of this sec­
tion to the Secretary o f Stats and to the 
governing body of the local government in ­
volved.

(2) The $10 m illion lim itation contained 
in subsection (1) of this section shell not ap­
ply to a local government whose governing 
body, by ordinance or resclution, authorise 
the ir officials to placo not more than $20
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million in tho invootmont pool. The addi­
tional amount, not axcHading $10 million, 
must bo placed in an account which hat been 
flimignnri n anparate participant account 
number within tho in v e s tm e n t  pool. Tliia 
seporato a c c o u n t  shall not bo uaad to roceive 
or dieburse paeu-through fUnds, and shall ba 
subject to auah dopoait and withdrawal pro­
cedures, requirements and restrictions as are 
deemed appropriate by the investment offi­
cer, including, but not limited to un udvunco 
notice requirement for withdrawal. 11073 c.MH (2; lOHt e.NHO 915; 10N7 c.3Xl 121

294.815 Period  of investments; with* 
drawul of funds. Subject to the right of tha 
unit of locul government to epocilV the po- 
riod in which its hinds may be hold in the 
investment pool for investment und reinvest­
ment, tho investment officer by rule shall
Sreicribo the time periods for investments in 
he investment pool and tha proceduro for 

withdrawal of hinds. 11973 c.748 13)
294.820 Sepa ra te  long-tarm invest­

ments lim ited, With tho consent of tho 
govarning body, a local government official 
of a oity or municipal corporation may, be- 
forn July 1, 1979, deposit flmds with tho 
State Treasurer fbr long.torm investments of 
tha (Unde by the State Treasurer separate 
from investments of the investment pool. 
(1973 C.74N 14; 1979 c.608 111

294,825 S ta te  T reasurer as investm ent 
officer; bondi em ploym ent o f personnel! 
rules, (1) The Stats Treasurer is the invest* 
mont officer for tho council and tho Invest­
ment pool, and shall perform functions in 
that oapaoity as authorized or required by 
law and, consistent with law, by the council.

(2) The bond o f the Stats Treaeurer re­
quired from the Stats Trsasuror by law shall 
bs deemed to extend to the faithful perform* 
ance o f all {Unctions o f the office o f inveet* 
ment officer under ORS 294.805 to 294.896.

(3) The investment officer may:
(s) Subject to any applicable provision of 

the Stats Personnel Relations Law, employ, 
prescribe the functions and fix the compen* 
sation of personnel necessary to fhcilitate 
and assist in o-^rying out the functions of 
the council, investment officer and invest* 
ment pool.

(b) Require a fidelity bond of any parson 
employed by the investment officer who has 
charge of, handles or has access to any of 
the moneys in the investment pool. The 
amounts of ths bonds shall bo fixed by tho 
invostmant officer, except as otherwise pro* 
vidjtd by law, and ths sureties shall be sp* 
proved by the investment officer. The 
premiums on the bonds shall be an expense 
of the State Treasurer.

(4) Subjoct to raviaw by the hoard, tho 
investment officer may, pursuant to ORfl 
183.310 to 183.550, make reasonable rulos 
necossnry for the administration o f ORS
294.805 to 294.895. 11973 c.74S 115. INI

294.930 (1973 c.748 |7; r.p.nlnl hy 1070 cflOR f2 (294 831 nnnctflri in li«u of 2114.830)1
294.831 Investm en t objective: l im it  on 

m a tu rity  dates. (1) The local government 
investment pool shall seek to obtain s com* 
patitivo ro tu rn  on investments eubjoct to the 
slundurds set forth in ORS 294.8(15 and con* 
eistent w ith  the liquid ity requirements de­
manded by the short term nuture o f local 
government deposits in the pool.

(2) The investment officer ahull at all 
times hold investments which mature in 
three years or less, in an amount not lass 
than an r,mount equul to the aggregate o f all 
funds placed w ith the invcstmont officer by 
local governments under ORS 294.805 to 
294.8C5, which invostmonts shall be from the 
fUnds defined in ORS 293.701 (2)(r).

(3) Notwithstanding subsoction (2) o f this 
emotion, tho investment officer may purchase 
legally issued general obligations o f the 
United Stntn* and of the ngnnoins and 
instrumentalities o f the United States i f  tha 
seller thoroof has agreed to repurchase the 
obligations w ith in  90 days following tho date 
on which tho invostmont officor makes the 
investment therein. I f  ths maturity o f the 
security exceeds 18 months, the price paid by 
the investment nfficer for such security may 
not excood 98 porcent o f the current market 
value,

(4) Invostmonts and commitments o f ths 
Investment pool which do not conform to t.ho 
quality or m atu rity  requirements sat forth in 
QR3 294.805 to 294.895 shall bo liquidated by 
tho investment officer ones ths market valuo 
o f such investments and commitments re­
aches book valuo, or as soon as is practicable 
thereafter. (1979 s.608 |3 (tnsct*4 In lieu of 294.830); 
108! c.880 119; 1087 c.381 131

294.835 S tandard  o f oare; investm ent 
in  aertain stocks prohib ited. (1) In invest­
ing and reinvesting moneys in  the invost* 
ment pool and in acquiring, retaining, 
managing and disposing o f invostmonts o f tho 
investment pool there shall bs exercised the 
judgment and core under the circumstances 
then prevailing, which individuals o f pru­
dence, discretion and intelligence exercise in 
tho management o f thair own affairs, not in 
regard to speculation but in regard to theV 
permanent aisposition o f thoir funds, consid­
ering tho probable income as well as the

Grobeble safety o f their capital. W ithin the 
mitations or the foregoing standard and 

subject to subsootions (2) and (3) o f this soc* 
tion, there may be acquired, retained, man* 
aged and .disposed of as investments o f the.
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investment pool every kind of inveitmont 
which individuals of prudonce, discretion and 
intelligence acquire, rotnin, manage and dis- 
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 o f any company,

'lO k association or corporation,
(3) Notwithstanding subsection (1) o f this 

section, no moneys in tho investment pool 
■hall bo invested, after Juno 30, 1979, in any

0  securities originating outside the United
„  . A  Stateo. 11073 c.748 IS; 1070 c.QOR |4 |

294.840 Investment polioiesi reviawi 
separa te policies for i.idividual local gov- 

■ ernm ent units, Subjoot to tha objective sot
forth in ORS 294,831 and the standards sot 
forth in ORS 294.835, the council shall for­
mulate policies for the investment and rein­
vestment of moneys in tho investment pool 
And the acquisition, retention, management 
and disposition of investments of the invest­
ment pool. The council, from time to time, 
ehail review those policies and make changes 
therein as it consider* necoasary or desira­
ble. Tho council may formulate aoparate pol- 
icioe for any funds from any single 
governmental unit includad in the invest- 
mont pool, |1073 c.748 191

294,845 Investm ent o ffice r to  i.w est, 
re invest 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 o f any 
voting rights, and dispose o f investments of 
the invoetmcnt pool. |1073 c.748 |10|

294.847 Prohib ited conduct fo r invest­
m ent 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 o f 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 w ith  tno in s ti­
tution by ths investment officer; or

(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 
by the institution o f fu ll payment tharefor 
11881 c.880 HU

294.850 Contrnots w ith  persona to 
pe rfo rm  Investm ent functions; compen­
sation) bond. Tho council may enter into 
contract- w ith  one or more persons whom 
tho council dotormines to bo quulified, 
whereby the persons undertake, in lieu o f the 
investment officer, to perform the fUr.ctions 
specified in  ORS 294.8-45 to the oxtent pro- 
vidod in the contract. Performance of func­
tions under contract so entered into shall be 
paid for out o f tho gross interest or other 
income of the investments w ith  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 w ith to give 
to the elate a fidelity bond in  a penal sum 
as may bo fixed by law or, i f  not so fixed, as 
may be fixed by tho council, w ith 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) investm ent 
counseling services; m ortgage services.
(1) In the acquisition or disposition o f bonds 
w ith which approving legal opinions ordinar­
ily  are furnished, the investment officer may 
require ur. original or certified copy o f tho 
w ritten  opinion o f a reputable bond attorney 
or attorneys, or tho written opinion o f the 
Attorney Ocnoral, certifying to tho legality 
o f the bonds.

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

(3) The investment officer, w ith tho ap­
proval o f the council, may arrange for eor- 
v ice l w ith  respect to mortgugrs in which 
moneys in  the investment poo! are invcstod. 
Those services shall be paid for out of the 
gross interest o f the mortgages w ith respect 
to which the services Are .'urnished. and the 
net interest of tho mortgages after that pay­
ment shall b e  considered income of tiie in ­
vestment pool, Tho furnishing and 
acquisition o f those services are not Aubject 
to the State Personnel Relations Law or ORS
279.710 to 2 7 9.74 6. 11973 e.74fl j!2|
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294.860 Custody o f  Investm ont docu­
m ents! co llection  o f  Income; d is tr ib u tio n  
to  local governm ental ca lcu la tion  and a l­
loca tion  o f p ro f it  and loeci defaulted pay* 
m en t* o f  p rinc ipa l und in terest, 
co llec tion ' com prom ise. (1) Except as pro­
vided in  ORB 294,860 and \:his eubsaotion, all 
instruments o f tit le  o f a ll invsatnr.onte o f the 
investment pool shall remain in the custody 
o f the investment officer. The invootrnont of- 
(Icer may deposit w ith  a well-known end ro- 
aponaible bank or trust compuny in the City 
und Stato o f N»w York or w ith  ono or more 
banks in  Portlund, Oregon, or both, w ith tho 
conuont of tho bunka or truet compuny. those 
instruments o f tit le  tho inveotmont officer 
considers advisable, to be held in safekeeping 
by the banks or trust compuny for collection 
o f tho principal and intorost or otlior income, 
or o f the prccoods o f salo.

(2) Except as provided in  ORS 294.860 
and 294.865 (3) And aubsnntiona (1) and (9) of 
this section, tho investment officer shall col­
lect the principal and intereet or other in ­
come o f investment* o f tho investment pool, 
inatrumante o f titla  o f 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, w ith in  30 days after 
tho last day o f 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 
o f a il investments in  the invoBtment pool 
maturing more than 270 day* from ths date 
computation ia made. The investment officer 
shall computo ths fa ir market value o f such 
investments bated upon the mean value of 
tha bid and ask price o f such invcatmenta aa 
o f tho date o f computation, based upon quo­
tations from roputable dealers or financial 
institutions dealing in such investments. I f  
the amount so computed by the investment 
officer totals more than ono percent o f the 
balance o f the pool, either in  terms of a gain 
or loss, the investment officer shall allocate 
the amount to a ll 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 
the ir average daily balanoes o f fbnds in ­
vested through the pool. Inveetmsnts matur­
ing 270 days or less from the date o f 
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 o f default in tho payment 
o f principal or interest or other income of

any investment of the investment pool, the 
invoatmont oilicer, w ith the approval o f the 
council, may:

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

(b) Accept for exchange purposes refund­
ing bonds or other evidences o f 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 in ter­
est or other income as the investment officer 
considers udviwible for the purpose o f pro­
tecting tho moneys invested.

(d) Make compromises or adjustments as 
to future payments o f principal or interest 
or other income as the Investriinnt officor 
considers udvisuble for the purposes o f pro­
tecting the moneys investod. 11073 c.748 113; 1979 c.473 i f  19H7 c.381 44]

294,866 Q uarte rly  Ueduotions from  in ­
come received fo r re im bursem ent o f ex­
penses' repaym ent o f in it ia l 
appropria tion. (1) The State Treasurer may 
deduct quarterly a maximum of one percent 
of the amount o f income received from the 
earnings o f the investment pool during the 
preceding quarter. Amounts so deducted:

(a) 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 o f the expenses 
o f the office o f State Treasurer, incurred as 
investment officer; and

(b) In excess of expenses incurred by tho 
State Treasurer during the preceding quar­
ter, shall be used to return to the Genornl 
Fund the appropriation made to in itia lly  
covor the costa o f administering the invest­
ment pool.

(2) Ones enough moneys have been de­
ducted from the earnings o f tho investment 
pool and returned to tno General Fund to 
repay tho in itia l 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 o f the investmont pool. 
11973 c.748 W; 1974 c.740 JO; 1977 c.288 J ill

294.870 Separate accounts fo r  local 
governmental reports on investm ent 
changes and m onth ly  financia l s ta te ­
m ents required. (1) Ths investment officer 
shall kssp, for each governmental un it w ith  
ftinds in the investment pool, a seporato ac­
count, which shall record the individual
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amount® und the totals o f all investments of 
ite moneys in the investment pool.

(2) Tho investment offlcor shall report 
monthly to the local government official of 
a governmental unit with funds in the in* 
veetmont pool the changes in its account 
made during tu jprecoding month for the in­
vestment pool. The investment officer shall 
aleo fbrnish a financial report monthly to 

ioach participating governmental unit invos- 
■wrtUrw the local government invostmoint pool. 
\ The financial report shall include, but not be
^  limited to, Bucn comparative data for the

preceding six months operation of the in­
vestment pool as will provide a basis for an­
alyzing trends and comparing operating 
results and financial position. A monthly 
stutcmsnt shall be distributed within 30 days 
after the end of that month. (1973 c.748 H14,15; 1079 c.eori (5; lOhO n.MB |4|

294.875 M o n th ly  re p o rt o f investm ents 
o f pool funds; d is tr ib u tio n . Not latar than 
15 days after the last day o f each month, ths 
investment officer shall submit to the council 
and the board a report o f 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 o f the accounts re­
ferred to in ORS 294.870 (1). The report* 
shall include a description o f every invest­
ment in tho portfolio o f assets in the invest­
ment poo] showing issuer, coupon, purchase 
date, maturity date, yield to maturity, book 
valus, market value as o f ths end o f the 
month for which the report is rendared and 
the method used to value pool investments; 
a computation o f the average life o f the 
portfolio o f 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 o f the end o f the 
month for which the roport is rondorcd; and 
a computation o f the annualized rate of re­
tu rn  o f the investment pool portfolio, net of 
expense. A  copy o f the reports shall be made 
available to each county, municipality, 
school d istrict ana ether political subdivision 
the ftinds o f which are then being invested 
by the inveetment officer. The investment of­
ficer may send copies o f the report to in ­
vestment bankers and broker* rccorrur.onded 
by the council. (1073 c.746 116; 1981 c.880 117; iv?7 
c.38‘381 161

294,880 Program  exam ination  and au- 
‘ d it; repo rt! d is tr ib u tio n . An examination 
and audit o f the investment pool shall be 
made separately from the audit o f the treas- 

\-V urer for submission to the council, local

governmental unite which are inveetore in 
the pool, the Legislative Assembly and the 
board at leaBt once a year and at other timos 
as tho council may roquiro. An audit roport 
shall be submitted to the individuals and 
units specified w ith in  60 days after ths end 
o f the fiscal year or as soon as practical. The 
report shall include a ststomont prepared by 
the State Treasurer of the investment rules 
governing investments authorized by the 
counoil. 11978 c.748 |17; 1079 0,808 |0|

294.882 M erger o r subsequent sepa­
ra tio n  o f looal governm ent investm ent 
pool and state investm ent fund; precon­
d itions. I t  is recognized that a time might 
como when tho interest o f local governments 
diminishes to the extent that, participation' in 
ths local government investment pool no 
longor warrants its operation as a separate 
fund. I f  the local government investment poo] 
decreases to a level bolow 5125 m illion, tho 
State Treasurer may transfer the assets o f 
the pool to the state investmont ftind estab­
lished pursuant to ORB 293.701 (2)(q). In that 
evont, tho local government investment pool 
participant accounts w ill be troated as are 
othor stato ftinds and accounts in receiving 
a proportionate share o f the earnings o f that 
inveetment fttnd. The State Treasurer, at the 
diecrotion o f the treasurer may reestablish 
the local government investmont pool as a 
separate fund, i f  the participant accounts in ­
crease to over $126 m illion and in the State 
Treasurer's judgment, sufficient interest by 
local government exists to insure the local 
government investment pool w ill remain over 
$115 m illion. Prior to reestablishing the pool 
as a separate fund, the State Treasurer snail 
firs t 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 o f State's administrative rules bul­
letin o f tho troaeuror'e intent to reestablish 
the pool as a separate fund at least 30 days

fr io r to the meoting at which the Oregon 
nveetment Council shall review the pro-* 

posal, and notice o f the meeting time ana lo­
cation o f ths Orogon Investment Council at 
which the proposal w ill be discussed. 11978 
C.EQ8 B0; I960 c.10 57; 1083 c.SAO |3 |

294.885 Oregon S hort Term  Fund 
Board; m #m bor*| appointm ent! te rm ; va- 
conoles, (1) There is created tho Oregon 
Short Term Fund Board consisting o f 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 o f in ­
vestment or finance and who do not hold any 
other publio office or employment, shall be
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appointed by the Stato Treasurer. Three 
members, who are treasurers, finance or fie- 
cal ofRcara or businaa* managers o f 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 o f Orogon Countios.
(b) Tho Longue o f Oregon C-fcjoo.
(0) The Oregon School Boards Aesoci* 

ution.
(3) The term o f office o f ooch appointed 

member o f 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 o f term shall be filled In the 
same manner aa tho original appointmont, 
but for the unexpirod term only. |)U73 c.748 419; 
1979 C.0Q8 47; 1981 c.880 418; 1889 a.1006 (2)

294,890 Board members servo w ith o u t 
compensation) selection o f chairm an. (1) 
A member o f the board shall servo without 
compensation.

(25 The board shall select ono of itn 
members as chairman, for a term and w ith  
tho powers and duties necessary for tho per* 
fbrmance of the functions o f the office so tho 
board shall determine. (1973 c.748 4291

294.893 Board duties, generally. The 
board shall:

(1) Advise the council and the investment 
officer in the management o f tho investment 
pool and in  tho investment o f 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).

(3) Consult with the council and the in­
vestment officer on any matter relating to 
the investment and reinvestment of fUnds in 
tha investment pool and on any mattsr re­
lating to the investment or reinvestment of 
fUnds defined in ORS 293.701 (2)(r) and in­
vested pursuant to ORS 293.721. 11073 c.748 421; 
1981 c,880 4191

1 COUNCILS OF GOVERNMENTS
294.903 uCounoil o f  governm ents”  de­

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

No**» 294.900 to 294.930 w*r* tnsct«d into law by 
the Legislative Atnmblv but w*re not iddid to or mada 
a part of ORS chapter 284 or any uriw  therein by leg-

1«1,Viv• lUion. S«« Prtfaca to Or«gon Rovliod Staiutot 
forT-amf explanation.

294.606 Budget committee) m em ber­
ship) term) vacancies) officers! meetings 
to  oe public. (1) A council of governments 
shall establish u budgot committee in accor­
dance w ith tha provisions o f this section.

(2) The budget committee shall consist of 
the members of the governing body o f the 
council of governments and an equal number 
o f representative# o f tha sorvicos provided by 
tho council o f governments. I f  there are 
fswnr reproscntutivos of tho sorvicos than 
the number of member# o f the governing 
body of tho council, the governing body ana 
tho roprosontativoi w illing to sorvo ahull be 
the burigut committee. I f  thore arc no repro- 
sontutivcs w illing to aerve, the governing 
body ehull be the budget committee.

(3) The mombers of the budgot committoo 
shall receivo no compensation for their ser­
vices aa mombers of such committoo.

(4) Appointive members o f the budget 
committee shull not be officers, agents or 
•mployooe of tho council of governments or 
providers o f the services.

(5) The appointive member# of the budget 
committee eholl be uppointod for terms of 
three years. The torms shall be staggorod so 
that one-third or approximately one-third of 
the terms of tho appointivo membere end 
each year.

(6) If any appointive member is unable to 
serve the term for which tho member was 
appointod, or an appointive member resigns 
prior to compl#tion of the torm for which the 
member was appointed, the governing body 
of the council of governments shall fill the 
vacancy by appointmont for the unexpired term.

(7) The budget committee, at its first 
meeting after its appointment, shall elect a 
chairperson and a secretary from among its 
members, M

(8) Mootings of the budgot committee 
shall comply with the requirements of ORS
192.810 to 192,710. |1087 c.eoa «2|

Notsi So* not* unrfir 204.000.
294.910 Estim ates o f expenditures) o r ­

ganization and format) m atte rs to be In­
cluded. (1) Each council of governments 
shall prepare estimates of expenditures for 
the ensuing year.

(2) Tho estimates requirsd by subsection
(1) of this section shall be prepared by or­
ganisational unit or by program.

(3) Estimates . squired by subsection (1) 
of this esction and preperod by organiza­
tional unit shall bo detailed urefer separate 
object classifications of personal services, 
materials and services and capital outlay.
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296,005 D e fin itions  fo r  ORS 296.016 
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 o f participation" or "cer­
tifica te ” means a nannogotiaole document is­
sued by a pool manager to a public official.

(2) "Custodian bank" or "oustodian” 
means the following in s titu t io n  designated 
by tho depository bank for its own account:

(a) The Portland Branch c f ths Federal 
Reserve Bank o f San Francisco;

(b) The Federal Home Loan Bunk o f 
Seattle;

(c) Any bank or trust company, mutual 
saving:.' bank or savings and loan association 
doing business in this state. W ith the ap*

?roval o f the State Treasuror, a depository 
ank may bo a ouetodian bank w ith 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 o f tho State o f 
Oregon in the C ity and State o f 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 w ith  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 o f a bank or trust 
company, mutual savings bank or savings 
and loan association.

(5) "Pool manager" means:
(a) The State Treasuror;
(b) Any trust company, bank or mutual 

Savings bank legally engaged in the business 
o f a trus t 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 w ith  respoct to securities that it  
deposits w ith  its custodisno as collateral for 
the socurity of public fiind deposits; or

(c) The Federal Reserve Bank o f 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 o f 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 o f principal or interest 
on bonds or like obligations.

(7) "Security" or "securities" moane:
(a) Obligations o f the United States, in ­

cluding those o f its agencios and 
instrumentalities;

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

(0) Bonds o f any state of the United 
Staten (A) that are rated in one o f tha four 
highost grade* by a recognized investment 
service organization that has boon engagod 
regularly and continuously for a period of 
not l e s s  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 o f this 
section, ORS 295.016 and 295.029 to 296.165, 
notwithstanding the loss of such rutlng;

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

(e) Bonds o f any county, city, school din* 
tric t, port d istrict nr other public body iesuod 
pursuant to tho Constitution or statutes of 
the State o f Oregon or the charter or ordi­
nances o f any county or city w ithin the State 
o f Oregon, i f  the issuing body has not been 
in  default w ith  respect to the payment of 
principal or interest on any o f its bonds 
w ith in  the preceding 10 yoars or during tho 
period o f its existence i f  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;

(g) One-fhmily to four-family housing 
mortgage loan notes related to property situ­
ated in  the State o f 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 o f San Francisco under section 
10(b) o f the Federal Reserve Act and regu­
lations thereunder;

(h) Bonds, notes, letters of credit or other 
securities or evidence o f indebtedness consti­
tu t in g  the direct and general obligotion o f a 
federal home loan bank or Federal Reserve 
bank;

(1) Debt obligations o f domestic corpo­
rations that are rated in one of the three 
highest grades by a recognized investment 
■ervioe organization that nas been engaged 
regularly and continuously for a period o f 
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 
o f a guarantee as to fUll repayment o f p rin­
cipal and interest by on agency o f 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 o f this state or any agency, pol­
itica l subdivision or public corporation 
thereof who by law ia made the custodian o f 
or has control of any public Amds.

(9) "Value" means the value o f securities 
at the most recent valuation date, as pro­
vided in ORS 295.096, or, i f  issued thereafter, 
market value at the date o f issue. 1188? c.45i fill 1973 c.157 84: 1073 c.288 82: 1073 c.378 81; 1973 c.797 420; 1975 c.Slfl 18: 198! C.440 82: 1.83 c.104 83; 1983 c.436 4j 1083 c.430 81; 1988 C.505 851; 1087 c.624 81; 1980 e.536

895.010 (Amsndod by 1053 c.352 83; 1957 c.l?2 (1;
1005 c.189 81; repealed by 1067 c.45l S32|

295.016 Maintenance o f securities by 
depository required. Except as provided in  
ORS 296.018:

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

(2) The depository may deposit other eli- 
ible securities w ith its custodian and w ith- 
raw from deposit sccuritios theretofore

pledged to socurc deposits o f public fUnds, i f  
the remaining securities have a value not 
less than 26 percent of outstanding certif­
icates o f 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 o f oxcoss 
pledged nccurities. 1196? c.461 82; 1975 c.515 83!

296.018 Increase in  required co lla tera l 
o f depository) no tifica tion ! effect o f fa il­
u re  to  increase colla tera l. (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 w ith  its custodians securities having 
a value not loss than 110 percent of the cer­
tificates of participation issued by its pool
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manager. The increase in collateral ehall bo 
ordored upon tho advice of the Director o f 
the Department o f Ineurance and Finance. I f  
tho depository bank is a federally chartorcd 
savings and Joan association, in giving its 
advice to tho State Trsasuror the Director 
o f 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 o f being ana­
lyzed and reviewed by the director, a federal 
association shall Agree and consent to pro­
vide the diroctor w ith accurate, portinont 
and timely information.

(2) Fuilure o f the Director o f the Depart­
ment o f Insurunce and Financs to inform the 
State Treasuror o f the condition of any de­
pository does not give any public depositor 
any righ t 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) o f this section.

(3) Any depository bank notiflod by the 
State Treasurer o f the increased collateral 
requirement shall comply with cho order 
w ith in  10 bueinoss days by inoroasing the 
collateral in the same mannor as required for 
tho in itia l deposit o f collateral in OR8 
295.015. The bank shell notify tho State 
Treasurer and the pool manager o f its com­
pliance by aupplying copies of ths custodian's 
receipts for the increased collateral.

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

(5) A depository bank described in sub- 
eoction (4) o f thia section shell aocept no 
further public deposits. 11975 c.513 82; 16H1 c,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 Colla tera l no t required fo r de­
ferred compensation funds. Notw ith­
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. 1)977 c.721 8131
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295.025 R eten tion  o f cash w o rk in g  
fund  by pub lic  o ffic ia l) depooit o f  rem a in ­
in g  publio funds. (1) Anv public official may 
retain undoposited auch reasonable cash 
working fund as is fixod by the governing 
body o f the politica l subdivision or public 
corporation for which the publio official acts. 
Excopt to the extent o f such ca*h working 
fUnd. «aoh publio official shall deposit public 
Atnds in the custody or control o f the publio 
officia l in  ono or moro depositories currently 
qualified 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- 
to ry  bank und its brunchoa a sum in oxccss 
o f the amount insured by tho Fodaml Deposit 
Insurance Corporation or the Federal 
Savings and Loan Insurance) Corporation, 
w ithout procuring cortificates o f pnrtic* 
ipation issuod by the pool manager o f tha 
depository in  an amount equal to the excess 
deposit. Compliance? w ith  ORS 295.005,
296.015 and 295.025 to 295.165 roliovca the 
public ofYleial of personal liability on account 
of the loan of the publio fUnds in the custody 
or control of the public official,

(2) Whenever n public official holds « 
certificate of participation issued by » pool 
manager in an amount exceeding tho amount 
required by subsection (1) of this section, 
upon the written request of the depository 
bank tho public official shall surrender it to 
the pool managor or direct the pool manager 
in writing to cancel it in whole or in a des­
ignated part, I10S7 c.431 53; 1973 0,285 J3]

293.030 |R«piul«d by 1997 c.461 }32|
296.0.15 Tnnuanafl o f custodian's receip t

fo r  aoourltiee- Upon r e c e ip t  o f 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. [1967 c.45l 141

293.040 (Amsndad by 1939 C.330 61; 1063 0.128 Hi 
1935 c.629 tls ripaaltd by 1967 e.451 9321

295.045 Designation o f  pool managers; 
ro o td u re  fo r  changing managers. Each 
•pository bank shall designate one or more 

pool managers as provided in  ORS 295.005,
295.015 and 295.025 to 296.165; but i t  shall 
designate only one pool manager to function 
w ith  respect to the publio fUnd deposits and 
the security therefor o f a single public o ffi­
cial. I f  tho depository elects to chango pool 
managers, the public official shall surrender 
certificates o f participation issued by the 
former pool managor in  exohange for certif­
icates o f 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

e s c r o w s  o r  o th e rw is e ,  as th e  p a r t i e s  a g r e e .  
11067 c.461 151

205.030 IKapaulcd by 1967 c.461 |.12|

295,055 Depository bank to  in fo rm  
S tate  Treasurer o f its  custodian banks 
and pool managers, Each depository bank 
shall koop on file w ith tho Stato Treasurer 
the names and addressee o f each o f its 
custodian banks and pool managers. 11967 c.451 
J6|

299.060 I Repealed by 1067 c.45i 1321
295.065 Duties o f pool manager. Eaoh 

pool manager shall:
(1) Maintain an accurate inventory o f the 

securitise o f 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 
o f securities p.evlously inventoried.

(2) Appraise tho value o f the securities 
added to and withdrawn from the inventory 
o f the dopository bank, and appraise the 
value o f the ontiro inventory o f the deposi­
tory on October 1 o f 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 o f 
the depository bank and the written consent 
o f the public official to whom it  i t  iaeued, 
reduco, modify or cancel a certificate.

(4) Notify in w riting holders o f certif­
icates of participation in the collateral o f a 
depository bank whenever, after 10 daya' no­
tice tr> tnn depository bank, the value o f the 
eeouritie* continues to be lass than 26 per. 
cent o f outstanding certificates.

(5) Notify tho State Treasurer o f the oc­
currence whenever a bond in the inventory 
o f a depository bank lose* its rating require­
ment provided in ORS 295.005 (7)(c) ana (d). 
11967 c.461 67; 1973 c.378 42: 1975 c.515 64|

226.070 IRspsslsd hy 1267 c.451 |32|
296.075 [1065 c.620 13; r«p**l«d by 1967 c.451 |32|
295.064 JAmandad by 1059 c.330 12: 1963 c.820 $2) 

1087 c.3?5 833; repealed by 1067 c.45l 632!

295.085 R equiring special ce rtifica tion  
o f co lla te ra l value. If, in  the opinion of the 
State Treasurer, market conditions so ind i­
cate, the Stato Treasurer may require certif­
ication o f collateral value in accordance w ith  
ORS 295.065 at othor times throughout the 
year. The decision to request a special cer­
tification shall be solely at tho discretion o f 
the State Treasurer. 11967 c.461 881

296.090 lAmmdid by 1939 e.330 63; repealed by 1967 
c.451 632|

295,095 V a lua tion com m ittee; appo in t­
m ent; duties; compensation and expenses! 
re po rt to govern appraisal o f securities
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b y  poo) managers. (1) Not later than Janu- 
ory 16 of each year, the State Treaeurer ahall 
appoint a committee o f not less than throe 
nor more than five individuate to serve w ith ­
out compensation as a valuation committee, 
W ith in  15 days after September 90 o f each 
year and w ith in 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 o f the value o f eligible securities 
based on quality, coupon rate, m aturity and 
yields on sim ilarly rated securities or. on 
bonds of similar quality. Each member o f the 
committee must be a resident o f this state 
and have experience in bond market trans­
actions or analysis. The membership o f the 
committee must includo one or more officers 
o f banks or trust companies. Whenever the 
number of tho membere o f 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 o f the committee ahall 
includo its determination w ith  respoct to the 
continued elig ib ility as collateral o f all bonds 
reported to the State Treasurer pursuant to 
ORS 295.065 (6) einco the publication o f the 
committee's last preceding report and appro* 
prints criteria for use in  the valuation o f 
such of those bonds ao are determined to be 
eligible.

(3) Pool managers shall appraise securi* 
ties in accordance w ith  the report o f 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 o f 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 o f a&viaing depository banks and 
pool managers. 11967 c.451 }8| 1969 c.314 (29; 1973 
c.878 |3; 1083 c.456 J7|

396.100 (Repealed by 1BQ7 c.461 |32]
296.105 E ffect o f  deposit o f  seourltiesi 

rooeduro in case o f de fau lt o f depository 
ank. (1) Tho deposit o f securitise oy a de­

positors' bank w ith its custodian pursuant to 
ORS 2&5.006, 295.015 and 295.020  to 295.165 
constitutes consent by the depository to the 
disposition of the securities in  accordance 
w ith  this section. 4 1

(2) Whon a depository is closod by order 
o f tho Director o f the Department o f Insur­
ance and Finance or the Comptroller of t,he 
Currency, the State Treasurer shall:

(a) Demand and rocejve from the pool 
manager the custodian's receipts; and

(b) Demand and receive from the custo­
dian the securities pledged to secure deposits 
o f public funds and, w ith the advice and 
counsel o f 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 o f the amount o f tho public 
official's deposits in the defaulted depository 
bank, and tne State Treasurer shall proceed 
to determine the total amount o f the claims 
payable out of the collateral o f the deposi­
tory. Tho claim o f a public official for pur­
poses o f this section enall be the lesser of;

(a) The amount o f 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 o f the public official's 
certificates o f 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 o f ths collateral, to the ex­
tent that they do not exceed the total claims, 
among the public officials entitle-*; thereto in 
proportion to the ir respective claims. The 
State Treaeurcr shall remit to the depository 
bank any o f its collateral or tho proceeds 
thereof in oxcess o f tha umount oo distribut­
able to public officials.

(5) I f  the net proceeds o f 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 
w ith ORS 183.310 to 183.660, shall adopt 
rules to carry out this section. (19C7 c.4Si HO; 
1973 C.438 fit; 1975 11.315 15; 1983 c.266 {10; 1095 c.762 
91831

998.110 |Am»nd*d by 1933 c.352 B3i ropealid by 1D07 
c.4il 6321

296,115 Tim e deposits. (1) Any deposi­
tory may ofTer in w riting to nccept from the 
State Treasurer time deposits w ithout lim i­
tation in amount or in  an aggregate amount 
therein 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 w riting  
delivered or mailed by registered or certified 
mail to the State Treasurer. While tho offer
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continue* in effect, the depository ie bound 
to accept upon tha tarma therein specified 
time depoeite tendered by the Stato Trcms- 
uror.

(2) Any fUnd* depoeitod by the State 
Treaeurar nn a time baaia ehall be depoaited 
at the highest re.to of interest available ibr 
the amount and term of tha depoelt.

(3) The State Treasurer ahall eetabliah 
timo deposits so as to make the dopooitod 
moneys ae productive as possible, und ahall 
oxerciso the judgment and caro which' per* 
ions of prudence, discretion and intelligence 
exercise in the management of their own af­
fa ire , c o n s id e r in g  thn probable in c o m o  and 
the probable safety of the moneys doposited, 
including the distribution of the deposits 
among depositories eo as to minimize the 
possibility of loss of moneys. (1067 c.451611; 1080 
c.319 til

995.130 (Attiai)did by 1003 c.352 13; rspiiltd by 1087 
c.451 1321

225.128 Deposits fo r  t i r m i  no t ex* 
aeeding tw o  years; in te res t! re ten tion  o f 
sum by S tate T reasu re r to  pay curren t 
obligations. (l)(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# o f such moneys as 
may be agreed upon between the State 
Treasurer and any depository bank or banks 
in tho state.

(b) A ll interest received on deposits of 
moneys under th is  subsection ahall accrue to 
and become a part o f the Qeneral Fund aa 
required by ORS 293.140.

(2)(a) The State Treasurer may deposit 
moneys o f any o f the fUnds mentioned in 
ORS 293.701 (2), except moneys deposited 
under subsection (1) o f this section, at such 
interest rates and upon such conditions aa to 
withdrawala o f 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 In* 
terest received on depoeits o f moneys under 
this subssction shall accrue to and become a 
part o f the fUnd the moneys o f 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 o f paying the cur­
rent obligations and appropriations o f the 
StatS. 11967 e.451 |12b; 1881 0.189 (1; 1989 C.319 <21

395.130 (Amended by 1953 c.352 (3; repealed by 1867 
c.451 |32|

295.138 D esignation  o f  depository; co l­
lection fo r  c la im s due state. (1) The State 
Treasurer may designate such banks as ore 
necessary w ith in  th is state as depositories

for the collection of drafts, cheeks, certif­
icates of deposit and coupons received by tho 
Stato Treasurer on account of any claim duo 
the state.

(2) Tho Stato Treasurer, on reco ip *  o f  any 
draft, c h u n k  or c e r t i f i c a te  of deposit, on ac­
count of a claim due the state, may placo it 
in e depository fo r  collection. Tho depository 
ahall collect it without delay, without charge 
for its services ibr the collection or for ex­
change, and ehall notiiy the State Trnoeuror 
when collected. The compensation to bo paid 
by tho depository shall be fixed by the State 
Treasurer upon the beet terms obtainable for 
the State. (1067 c.451 (13; 10H1 c.160 121

893.140 IRepesled by 1933 c.352 13]
295.145 D iv is ion  o f State Lands to  in ­

vest proceeds from  anlea o f public lands. 
Nothing in ORS 295.005, 295.015 and 295.025 
to 295.165 deprives the Division of State 
Lands of the power to invest or dispose of 
the ftinds derived from the sale of public 
lands as provided by lew. (1967 c.451 <141

295.156 (Ropoclod by 1967 c.451 133]
295.166 Preference in selecting deposi­

tories for political subdivisions; appor­
tion ing ftinds; in terest. (1) In selecting 
banka or tru st companies to act ae dsposito- 
riee, public officials are not limitod to tho 
appointment of banks or trust companies in 
any particular locality; but if banks or trust 
companies are engaged in business at an of­
fice or offices within the corporate limits of 
the political subdivision or public corpo­
ration and qualify to receive the funds, such 
depositories shall be given preference. If 
there is mors than one such local qualifying 
depository, ths depositing public official shall 
apportion the ftinds in the hands of the pub­
lio official to euch depositories in a manner 
that is equitable and in the best interests of 
the political subdivision or publio corpo­
ration. 4 *

(2) Tho depositories shall be required to 
pay to the political subdivision or public 
corporation upon deposits evidenced by cer­
tificates of deposit or deposits* which by 
agreement may not be withdrawn on lesa 
than 30 days' notice, interest at such rats or 
rates as shall be agreed upon between the 
governing body of the political subdivision or 
publio corporation and the depository.

(3) All interest recslved on deposits of 
moneys under this seotion shall accrue to 
and become a part of the fund the moneys of 
which ware deposited.

(4) This section does not apply to the 
State Treasurer. 11967 c.4511151

896.160 (Repelled by 1967 e.451 1321
295.185 Depositing moneys with trea s­

u re r of political subdivision. Any public
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official may deposit moneys coming into the 
hands o f the public official in  connection 
w ith  official duties w ith  the trcnourer o f the 
politica l subdivision or public corporation 
concerned and obtain a receipt therefor, • 11907 
c.45l }16| *

m ,  170 (Repealed by 1807 c.451 »32|
296.176 Expanses o f  S tate T reasurer 

as pool manager. Tho oxponse o f 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.1 The moneys creditad 
pursuant to this section are continuously ap* 
propriated for the payment o f expenses in. 
curred in tho administration o f ORS 295.005,
296.015 and 296.025 to 295.165. (1897 o.45i |9Qt 
1889 c.509 IBI

895,160 IKepealarf hy 1607 0.451 |32|
296.186 M aintenance o f ce rta in  uncurl* 

ties o r co lla tera l a t ra ta  eet by  S tate 
Treasurer. Notwithstanding ths provisions 
o f 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 C.456 (61

285.190 IRtptslid by 1987 C.451 |32]
295 .195 W h en  d ep o s it  in fo re ig n  c o u n ­

try  a u th o r iz e d ; e ffe c t on  c o l la te r a l . (1)
Notwithstanding any other provision o f ORS 
chapter 295, the Department o f Higher Edu­
cation, w ith the approval o f tho State Trsas* 
uror, may deposit funds in a financial 
institu tion in a foreign country, i f  the cir- 
cumstances under which the flmds are to be 
used render it  impracticable to kocp the 
funds in a domestic financial institu tion  or 
i f  the terms o f a gTant, g ift or contract re- 
quiro that the funds be kept in a foreign 
country,

(2) Notwithstanding any other provision 
o f th is chapter, to the extant ostimAtad to be 
necessary to fbnd operations or activities for 
one biennium o f the State o f Oregon in a 
foreign country, tho State Treasurer may de­
posit funds in a financial institution in a 
foreign country.

(3) Whon fUnds aro depoeited in a finan­
cial institution in a foreign country pursuant 
to subsection (1) or (2) o f 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 o f the 
foreign country.

(4) The State Treasurer ahall report to 
the Legislative Assembly biennially on the 
amount! of doposits in foreign countries, and 
the operation and activities flmded by such 
deposits. The report shall be submitted to the 
offices of the President of the Senate and the 
Speaker of ths House of Representatives and 
■hall be referred by each of them to appro, 
priatc standing committees other than com­
mittees concerned with budgets of the State 
Treasurer or the activity or operation so 
funded. (1983 c.374 til, 2; 1989 C.3B6 111

899.800 (Repealed by 1657 c.451 1321
891.910 (Repealed by 1067 c.451 1321
891.120 (Repealed by 1607 c.451 132)
191.8X0 (Repealed by 1907 c.451 |S2]
891.840 IR.pealad by 1907 c.451 |32]
895.410 (Reputed by 1987 c.451 (32)
291.410 (Repealed by 1957 c.451 8321
899.490 (Repealed by 1907 c.451 132]
295.440 (Amended by 1657 c.J71 {]; 1965 c.lfifi (2-, 

repealed by 1667 c.451 1321
895.450 (Repealed by 1907 c.451 |32)
295.450 (Repeslod by 1667 c.451 6321
898.470 (Repealed by 1987 c.451 132)
29L480 (Repealed by 1087 c.461 (321
195.090 lAmonded by 1603 c.503 |5; repealed hy 1967

e.451 1321
895.100 (Repealed by 1907 e 461 |32|
291.510 (Repealed by 1967 c.461 (32)
890.580 [Repealed by 1957 c.451 132)
89M30 (Repealed by 1987 e.451 632}
991.990 (Repealed by 1RG7 c.451 132)
995.991 11967 c.451 818; repealed by 1971 c.743 (4321

CHAPTER 293
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N a t io n a l

Baxik^fAlaslza
Corporate Hoailguanors P  O Box 100500 Ancliorago, A laska 09510 0600 1007) 276 -1132

A p r i l  1 7 ,  1 9 9 1

S c o t t  A .  B u r g e s s  
E x e c u t i v e  D i r e c t o r  
A l a s k a  M u n i c i p a l  L e a g u e  
2 1 7  S e c o n d  S t r e e t ,  S u i t e  2 0 0  
J u n e a u ,  A l a s k a  9 9 8 0 1

D e a r  M r .  B u r g e s s :

We h a v e  r e v i e w e d  y o u r  R F P  f o r  p r o v i d i n g  a  l o c a l  g o v e r n m e n t  
p o o l e d  i n v e s t m e n t  F u n d  f o r  AM L m e m b e r s .

A f t e r  c a r e f u l  e x a m i n a t i o n ,  a n d  b a s e d  o n  t h e  c r i t e r i a  
o u t l i n e d  i n  t h e  R FP  ( p a r a g r a p h  3 A ,  p a g e  5  " S c o p e  o f  S e r v i c e s  
R e q u i r e d " ) ,  w e h a v e  d e t e r m i n e d  t h a t  N BA  i s  n o t  q u a l i f i e d  t o  
m a k e  a  p r o p o s a l  u n l e s s  w e j o i n t  v e n t u r e  w i t h  a n  o u t - o f - s t a t e  
m o n e y  m a n a g e r .  W h i l e  w e h a v e  t h e  a b i l i t y  t o  e n t e r  i n t o  a  
j o i n t  v e n t u r e ,  w e f e e l  i t  w o u l d  n o t  b e  i n  t h e  b e s t  i n t e r e s t  
o f  e i t h e r  t h e  b a n k  o r  L e a g u e  m e m b e r s .

We a r e  d i s a p p o i n t e d  o u r  B a n k  i s  u n a b l e  t o  q u a l i f y  a n d  t h e  
m u n i c i p a l  f u n d s  w i l l  u n d o u b t e d l y  h a v e  t o  l e a v e  t h e  s t a t e .
A s  y o u  k n o w , N BA  i s  a  s t r o n g  b e l i e v e r  i n  i n v e s t i n g  i n  o u r  
c o m m u n i t i e s  a n d  t h e  s t a t e .  F o r  t h e  p a s t  7 5  y e a r s ,  w e ' v e  
s e r v i c e d  A l a s k a n  c o m m u n i t i e s  w i t h  s o u n d  i n v e s t m e n t s  a n d  w e  
f e e l  o u r  p r o d u c t s  s t i l l  c o m p a r e  f a v o r a b l y  a g a i n s t  
o u t - o f - s t a t e  m o n e y  m a n a g e r s .

S c o t t ,  i f  y o u  w e r e  t o  c o n s i d e r  t h e  f a c t  t h a t  NBA  h a s  o f f i c e s  
i n  3 0  A l a s k a  c o m m u n i t i e s ,  e m p l o y s  o v e #  1 1 5 0  A l a s k a n s  w i t h  a n  
a n n u a l  p a y r o l l  o v e r  $ 3 7  m i l l i o n ,  p a i d  o v e r  $ 8 8 0 , 0 0 0  i n  r e a l  
e s t a t e  a n d  p e r s o n a l  p r o p e r t y  t a x e s  t o  L e a g u e  c o m m u n i t i e s  a n d  
t h e  S t a t e ,  a n d  m a k e s  s i z a b l e  c o n t r i b u t i o n s  t o  t h e  S t a t e ' s  
e c o n o m y  i n  a  v a r i e t y  o f  w a y s ,  t h e n  m a y b e  t h e  a d d i t i o n a l  
v a l u e  y o u r  m e m b e r s  m i g h t  r e c e i v e  f r o m  a n  o u t s i d e  m o n e y  
m a n a g e r  w o u l d  b e  b e t t e r  c o m p a r e d .

Alaska's Most Convenient Dank



V.

A g a i n ,  w e  t h a n k  y o u  f o r  i n c l u d i n g  u s  i n  t h e  p r o c e s s  a n d  I  
h o p e  y o u  w i l l  a c c e p t  t h i s  l e t t e r  a s  a n  e x p r e s s i o n  o f  o u r  
d i s a p p o i n t m e n t  i n  n o t  b e i n g  a b l e  t o  p a r t i c i p a t e  i n  t h i s  
p r o g r a m .

S i n c e r e l y ,

R o d  S h i p l e y  /y  
V i c e  P r e s i d e n t  ( /  
T r u s t  A d m i n i s t r a t o r

c c :  A l a s k a  M u n i c i p a l  L e a g u e  B o a r d  M e m b e r s

c a  j



M a rc h  2 8 ,  1 9 9 1

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
A l a s k a  S t a t e  S e n a t e  
P o s t  O f f i c e  B o x  V 
J u n e a u ,  A l a s k a  9 9 8 0 1

R E : SB  1 8 2  -  I n v e s t m e n t  P o o l s  f o r  P u b l i c  E n t i t i e s  

D e a r  S e n a t o r :

I n  r e s p o n s e  t o  y o u r  r e q u e s t  d u r i n g  t h e  r e c e n t  S e n a t e  C o m m u n ity  a n d  R e g i o n a l  
A f f a i r s  C o m m i t t e e  m e e t i n g  o n  SB  1 8 2 ,  I  am p r o v i d i n g  som e  a d d i t i o n a l  
i n f o r m a t i o n  r e g a r d i n g  l e g i s l a t i v e  a u t h o r i t y  f o r  l o c a l  g o v e r n m e n t  i n v e s t m e n t  
p o o l s  f r o m  o t h e r  s t a t e s .

I  h a v e  e n c l o s e d  c o p i e s  o f  s t a t u t e s  f r o m  C o l o r a d o ,  M i n n e s o t a  a n d  Io w a  w h ic h  
r u n  s e p a r a t e  e n t i t y  ( n o n - s t a t e ) ,  l o c a l  g o v e r n m e n t  i n v e s t m e n t  p o o l s .  I 
m e n t i o n e d  in  my t e s t i m o n y  b e f o r e  t h e  C&RA C o m m i t t e e ,  o t h e r  s t a t e s  h a v e  
e s t a b l i s h e d  t h e i r  l o c a l  g o v e r n m e n t  i n v e s t m e n t  ( a n d  i n s u r a n c e )  p o o l s  u n d e r  
" j o i n t  p o w e r s "  a c t s  w h ic h  a l l o w s  tw o  o r  m o re  e n t i t i e s  t o  e n t e r  i n t o  
a g r e e m e n t s .  S e p a r a t e  ( n o n - s t a t e )  l o c a l  g o v e r n m e n t  i n v e s t m e n t  p o o l s  w e r e  
f o rm e d  i n  Io w a  a n d  M in n e s o t a  u n d e r  " j o i n t  p o w e r s "  s t a t u t e s  ( c o p i e s  
e n c l o s e d ) .

L e t  me a g a i n  b r i e f l y  r e v i e w  t h e  AM L’ s  g o a l s  f o r  t h e  l e g i s l a t i o n ,  a n d  f o r  t h e  
p r o g r a m .  T h e  AML i s  s e e k i n g  l e g i s l a t i o n  (S B  1 8 2 /H B  1 9 9 )  t o  c l a r i f y  t h e  
a u t h o r i t y  o f  m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  t o  d o  j o i n t l y  ( i n  o u r  c a s e  
t h r o u g h  t h e  AM L) w h a t  t h e y  c a n  d o  i n d i v i d u a l l y  -  i n v e s t  p u b l i c  f u n d s  i n  a 
p o o l  t o  p r o v i d e  s e c u r i t y  a n d  l i q u i d i t y  w h i l e  p r o v i d i n g  a h i g h e r  r a t e  o f  
r e t u r n ,  a n d  p r o v i d e  i n v e s t m e n t  a d v i c e ,  c o n v e n i e n c e ,  d i v e r s i f i c a t i o n ,  
a c c o u n t i n g  a n d  p r o f e s s i o n a l  m a n a g e m e n t . W h i le  o u r  a t t o r n e y s  s a i d  c r e a t i n g  
s u c h  a p o o l  m ay  b e  p o s s i b l e  u n d e r  e x i s t i n g  s t a t u t e s ,  t h a  AML I n v e s t m e n t  P o o l  
C o m m i t t e e  d e c i d e d  t o  p u r s u e  l e g i s l a t i o n  t o  f a c i l i t a t e  t h e  c r e a t i o n  o f  an  
i n v e s t m e n t  p o o l  a n d  a v o i d  a n y  l e g a l  q u e s t i o n s  i n  t h e  f u t u r e .

T h e r e  w o u ld  b e  n o  c o s t  o r  f i d u c i a r y  r e s p o n s i b i l i t y  o n  t h e  s t a t e  c r e a t e d  b y  
SB 1 8 2 .  A l a s k a  la w  d o e s  n o t  l i m i t  t o  a n y  g r e a t  d e g r e e  i n s t r u m e n t s  i n  w h ic h  
m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  c a n  i n v e s t .  T o  i n s u r e  s e c u r i t y  a n d  
l i q u i d i t y ,  t h e  p o o l  w i l l  l i m i t  t h e  t y p e s  o f  i n v e s t m e n t s  b e y o n d  t h e  o p t i o n s  
a v a i l a b l e  t o  t h e  e n t i t i e s  i n d i v i d u a l l y .  T h e  i n c r e a s e d  r a t e  o f  r e t u r n  d o e s  
n o t  c om e  w i t h  h i g h e r  r i s k  i n v e s t m e n t s  b u t  t h r o u g h  t h e  p o o l i n g  o f  f u n d s .

P u b l i c  e n t i t i e s  w i l l  v o l u n t a r i l y  p a r t i c i p a t e  i n  t h e  p o o l  o n l y  a f t e r  
r e v i e w i n g  b y la w s  a n d  i n v e s tm e n t -  p o l i c i e s ,  p a s s i n g  a l o c a l  r e s o l u t i o n  o r  
o r d i n a n c e  a u t h o r i z i n g  p a r t i c i p a t i o n ,  a n d  s i g n i n g  a  c o o p e r a t i v e  p a r t i c i p a t i o n  
a g r e e m e n t .  T h e n  t h e y  w i l l  a c t u a l l y  i n v e s t  t h e i r  f u n d s ,  a n d  k e e p  t h e i r  f u n d s  
i n v e s t e d  in  t h e  p o o l ,  o n l y  i f  t h e  p o o l  p r o v i d e s  c o m p e t i t i v e  r a t e s .  T h e  AML

M em b e r o f  th e  N o tion a l L e a g u e  o f  C ities a n d  the  N o tion a l A ssoc ia tion  o f  C oun ties



Senator Sturgulewski
March 28, 1991
Page 2

B o a r d  i n t e n d s  t o  e s t a b l i s h  a  p o o l  r u n  b y  p r o f e s s i o n a l  m a n a g e m e n t  f i r m  a n d  
w i t h  o v e r s i g h t  o f  r e p r e s e n t a t i v e s  o f  p a r t i c i p a t i n g  e n t i t i e s ,  i n c l u d i n g  
f i n a n c e  o f f i c e r s .  We h a v e  a r e q u e s t  f o r  p r o p o s a l  f o r  f i r m s  " o n  t h e  s t r e e t " .  
T h e  c o m m i t t e e  i s  w o r k i n g  o n  b y l a w s ,  c o o p e r a t i v e  a g r e e m e n t s ,  a n d  r e s o l u t i o n s .

W h i l e  t h e  l e g i s l a t i o n  w o u ld  a l l o w  o t h e r s  t o  f o r m  a n  i n v e s t m e n t  p o o l ,  t h e  AML 
i n t e n d s  t o  c r e a t e  a p o o l  f o r  t h e  b e n e f i t  o f  o u r  m e m b e rs  a n d  o t h e r s  i f  i t  
p r o v e s  f e a s i b l e .  I f  i t  i s  n o t  f e a s i b l e  we m ay  l o o k  t o  t h e  s t a t e  t r e a s u r y  
b u t ,  a t  l e a s t  a t  t h i s  p o i n t ,  m u n i c i p a l  f i n a n c e  o f f i c e r s  a n d  o t h e r  o f f i c i a l s  
we a r e  w o r k i n g  w i t h  h a v e  e n c o u r a g e d  u s  t o  d e v e l o p  a  p r o g r a m  i n  w h ic h  t h e y  
h a v e  m o r e  c o n t r o l  o f  t h e i r  m o n e y . T h e  AML g o t  l e g i s l a t i o n  p a s s e d  i n  1 9 8 6  
t o  a l l o w  i t  t o  c r e a t e  a p o o l  f o r  i n s u r a n c e  a n d  t h a t  p r o g r a m ,  now  i n  i t s
t h i r d  y e a r ,  h a s  b e e n  v e r y  s u c c e s s f u l .

I f  y o u  h a v e  a n y  o t h e r  q u e s t i o n s ,  p l e a s e  f e e l  f r e e  t o  c a l l .  T h a n k  y o u  f o r
y o u r  i n t e r e s t  a n d  y o u r  s u p p o r t .

S i n c e r e l y ,

S c o t t  A . B u r g e s s  
E x e c u t i v e  D i r e c t o r

E n c l o s u r e s

c :  S e n a t o r  S t e v e  F r a n k
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(2 )  Investments under this section  shall be lim ited in their acquisition  and 
retention in the above classes o f  securities so that the aggregate o f all 
investments in each separate fund at any Lime shall be as fo llow s:

(n )  iCinm.** 1 , 5 , m J  3 , o r  Ju\y M iu b l iU l lu i i  l i i »  ou f, up lu  u*i> u m u u m  bu t , ' f ..
not let# than seventy percent;

(b ) Clooo In  any am oun t not to exceed thirty percent; ^
(c )  Class 5 . In any ainm inr uihir.h i« Hilly insured hy th/» IW W al «avinga

and loan insurance co rp o ra tion  o r  th*» federal dopocit incurcmo* corpora tion .
(3 ) The i»gal investments in this section authorized fo r  cities having a 

OODulation o “ twentv.five. rhcliKnnd nr mnrc ehall ho In addition  ro thncn investments o h e rw ica  by law  au thorised  fo r cnid oitioo.
(4 ) Notw ithstanding the prov isions o f  subsection (2 ) o f this section , invest­

m en t*  o f  f i rc m « n ‘ * p a .t t io u  fu n d -  c liu ll bo lim ite d  In  th e i r  a c q u is it io n  an d
retention in the classes o f  securities set forth in subsection (1 )  o f  this section  
so that the aggregate o f  all investments in each separate fund at any tim e shall 
be as fo llow s:

(a ) Classes l, I, and d, o r  any com bina tion  thereof, up to any am ount but

(b ) Class 4. In any am oun t no t to  exceed fifty percent, b u t u«.il m um  lljua
fifty percent o f  such  class 4  aggregate m ay be invested in class 4 notes, bonds,
o r  debonturac w h ich  aro convertib le into shares o f com m on  stock o r  in
com m on  stocks o f  such class 4 ;

(c ) Class 6, In any am oun t no t to exceed fifty percent;
(d ) As a  fu rther lim itation  thereon , in any am oun t not to exceed seven

p/»rrpnt nr nn<> hundred thousand dollars , w hichovar ic tho groator, o f any one
issue valued at the tim e o f  pu rchase ;

(s) In  no event ahall any iiivcrMiur.uJ l>n tioub-Jbt ilu*. i uuuit«iii_fic_preferred
stock, o r  bo th , o f^any single co rp o ra tion  in an am oun t in excess o f  five 
percent o f  the then b o ok  value o f  the assets o f  the retirem ent fund.
(Lawe 1 0 6 3 , S .D .6 0 , $ 1 ; Lawa 1 0 6 0 , I I .D .1 1 4 0 , S 1 .)
Prior Compilations: C.R.S.1953, § 83-1-S; C.R.S.1963, § 83-1-3.
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Library References
Municipal Corporations <=884.
WidMLAW Topic No. 2 6 8 .
C J ,C , Municipal Cv/ipuiatiuu» 9 *9 3 1 -

PART 7
INVESTM ENT F U N D S -L O C A L  GOVERNM ENT POOLING

§  2 4 - 7 5 - 7 0 1 .  L o ca l g ov e rn m en ts --a u th o r ity  to p o o l su rp lu s  funds  
In accordan ce  w ith the p rov is ion s o f this part 7, it is law ful fo r  any county ,

city and rnunty. rity , tnwn, «<-b<v/il di«»ri-t, «pe ;i»I d itt .ic t , o r  ullm r putillcul 
subdivision o f (ha ctata, o r  any departm ent, agency, o r instrumentality ib c ic -

468



STATE FUNDS §  2 4 - 7 5 - 7 0 2

of, o r any political o r  public co rp o ra tion  o f the state to p o o l any m oneys in its 
treasury, w h ich are not im m ediately requ ired to be disbursed, w ith the same 
SUCtl moneys tn llic U taa tu y  o f  ony othor county , city ;snd county . CltV, town, 
school district, special district, o r  o the r po litica l subdivision o f  the state, o r  
any departm ent, agency, o r  instrum entality thereof, o r  any po litica l o r  public 
corpora tion  o f  the r.tate in o rd e r to  take advantage o f short-term  investments 
and maxim ize net interest earnings.
(L aw s 1983 , K .B .1 0 9 7 , § 1; Law s 1986 , H .B .1 2 7 9 , § 1 .)

L ib r a r y  R e fe re n c e s
Municipal Cm-p <•, rations @=>884,
WESTLAW Topic No. 268,
C.J.S. Municipal Corporations § 1881.

Construction and application 1

N o te s  o f  D e c is io n s
§§ 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

§  2 4 - 7 5 - 7 0 2 .  L o c a l  g o v e r n m e n t  i n v e s tm e n t  p o o l i n g — t r u s t  m e t h o d
( I )  T he governing body o f  each lo ca l governm ent entity that desires to 

participate in pooling shall coopera te  in d ra fting  a  un iform  reso lu tion  to be 
adopted by a m ajority  vote o f  the govern ing body o f  each participating entity. 
Tile reso lu tion  shall prov ide for , bu t need not be lim ited to, th? follow ing:

(a ) Establishm ent o f  a  lo ca l governm ent surp lus funds trust fund ;
(b ) Supervision o f the trust fund by a b o a rd  com posed  o f tha treasurers o r  

uthcr lo c s l official* om powererLinJnvest lo ca l funds o f each o f  the participat­
ing entities;

(c ) Adm in istration o f  the trust fund by au  Investment o ffioo r and the 
manner o f his appoin tm ent-as trustee;

(d ) An appropriation  from  each participating entity to  finance the establish­
ment o f  the trust fund and the repaym ent o f the a p p e l l a t i o n s  f r o m  t h e  
earnings o f the trust fund;

(e ) Payment o f the expenses o f  adm in istration  from  the in com e received 
from  the earnings o f  the trust fund;

(f ) L im itations, if any, on  the aggregate am oun t o f  m oneys w h ich any 
participating local entity m ay have on deposit in the trust fund at one time;

(g) L im itations, if  any, on  the period  o f  tim e that the funds o f  any partici­
pating entity may be held in trust;

(h ) M ax im um  m aturity dates o f  instruments purchased w ith tru it fund  
moneys;

(i) Penalties upon participating entities for early w ithdrawal o f  funds and 
procedures fo r  resolving other contingencies w tjjfh  m ay jeopard ize  the earn ­
ing potential o f the trust fund, but the prin c ipa l o f each and every account

4 6 9



§ 24-73-702 GOVERNMENT—STATE

constituting the trust fund shall be sub je c t to payment at any time from  
moneys in the trust fund;

( j )  D istribution  o f  the in com e from  earn ings o f the trust fund to participat­
ing entities on  a p ro  rata basis;

(k )  M ain tenance o f separate accoun ts fo r  each  participating entity. Ind i­
v idual transactions and totals o f  all investments, o r  the share belonging to 
each participan t, shall be recorded in the  accounts.

( / )  P eriod ic audits o f trust fund m anagem ent;
(m ) P eriod ic  reports to  each participating  entity show ing changes in invest­

m ents and earnings thereon ;
(n ) Sem iannual finan cia l reporting o f  the details o f  the operation s o f the 

trust fund;
(o ) Pu rchase o f  surety and other b on d s  necessary to protect the fund.
(2 ) B y  separate reso lu tion  sim ilarly  adop ted , the governing body o f  each 

participating loca l governm ent entity sha ll au thorize investment o f  any m on ­
eys in its treasury , w h ich  are not im m ed iate ly  required to be d isbursed , in a 
loca l governm ent surp lus funds trust fu n d  established pursuan t to this sec­
tion . The reso lu tion  shall name the lo c a l government official, w ho may be 
the treasurer o r  o the r o ffic ia l em pow ered  to Invest local funds, responsible 
fo r  deposit and w ithdraw al o f  such funds and shall state the approx im ate cash 
f low  requ irem ents o f the loca l governm en t fo r  the surplus funds invested. In 
m aking such deposits and w ithdrawals, such o ffic ia l shall use prudence and 
c a rc  to  preserve the principal and to secu re  the m ax im um  rate o f  interest 
consistent w ith  safety and liquidity. T h e  reso lu tion  shall be filed w ith the 
trustee o f  the trust fund.

(3 ) The investments m ade w ith trust fund m oneys shall be lim ited to those 
instrum ents w h ich all participating lo c a l government entitles m ay individual­
ly invest in by law. The trust fund shall not be used to c ircum vent lim itations 
on the investment au thority  o f  pa rtic ip ating  loca l government entities,

(4 )  The trustee o f  any trust fund m oneys authorized by this section shall 
invest in com p lian ce  w ith the requ irem en ts o f  this section and w ith that 
degree o f judgm en t and care , under c ircum stan ces then prevailing, w hich  
persons o f  prudence , d iscretion , and Intelligence exercise In the management 
o f  their own affairs, not fo r  speculation , bu t fo r  investment, considering the 
p robab le  cafety o f their capital and need fo r  liquidity as well aa the probab'e 
in com e to be derived.
(L aw s  1983 , H .B .1 0 9 7 , § I . )

N o tes  o f  D e c is io n s

C o n s t ru c t io n  a n d  a p p lic a t io n  1 §§ 2 4 - 7 5 -7 0 1  an d  2 4 - 7 3 -7 0 2 . AC  F tL E  S o .
------------------------------------ D L S I7 0 3 9 7 0 /A O C  Ju n e  29 . 1957 .

1. Construction and application
C o lo ra d p  lo c a l g o x e rn m e n ta l u n its  m ay  p o o l 

fu n .lg  fu r  In v e s tm en t o n ly  In  a ix u n la n u o  w ith
47 0  .
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471.58 RANGE ASSOCIATION  OF M UN IC IPA L IT IE S  AND SCH O O LS : M E M ­
BERSH IP .

For the purpose o f providing an areawide approach to problems which demand 
coordinated and cooperative actions and which are common to those areas o f northeast 
Minnesota affected by operations involved in mining iron ore and taconite and produc­
ing concentrate therefrom, and for the purpose o f  promoting the general welfare and 
economic development o f the cities, towns and school districts within :he iron ranges 
area o f northeast Minnesota, any city, town or school district in which the net tax capac­
ity consists in part o f 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 o f municipalities and schools. The association may 
sue, be sued, intervene and act in a civil action in which the outcome o f the action will 
have an effect upon the interest o f any o f its members.

History: 1943 c 517 s 1: 1965 c 309 s 1; 1973 c 123 art 5 s 7; 1978 c 575 s 1; 1979 
c 124 s 1; 1983 c 64 s I; 1988 c 719 art 5 s 84; 1989 c  329 art 13 s 20

i vision 1. Agreement. Two or more governmental units, by agreement entered 
into through action o f their governing bodies, may jointly or cooperatively exercise any 
power common to the contracting parties or any similar powers, including those which 
are the same except for the Territorial limits within which they may be exercised. The 
agreement may provide for the exercise o f such powers by one or more o f the participat­
ing governmental units on behalf o f the other participating units. The term “govern­
mental unit” as used in this section includes every city, couuty, town, school district, 
other political subdivision o f this or another state, another state, and any agency o f the 
state o f Minnesota or the United States, and includes any instrumentality o f a govern­
mental unit For the purpose o f this section, an instrumentality of a governmental unit 
means an instrumentality having independent policy making and appropriating author­
ity.

Subd. 2. Agreement to state purpose. Such agreement shall state the purpose o f the 
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 o f a joint board, the board shall be rep­
resentative o f  the parties to the agreement. Irrespective o f the number, composition, 
terms, or qualifications o f its members, such board is deemed to comply with statutory 
or charter provisions for a board for the exercise by any one o f the parties o f the power 
which is the subject o f the agreement.

Subd, 3. Disbursement of funds. The parties to such agreement may provide for 
disbursements from public funds to carry out the purposes o f the agreement. Funds 
may be paid To and disbursed by such agency as may be agreed upon, but the method 
of disbursement shall agree as far as practicable with the method provided by law for 
the disbursement o f fbnds by the parties to the agreement. Contracts let and purchases 
made under the agreement shall conform to the requirements applicable to contracts 
and purchases o f any one o f the parties, as specified in the agreement. Strict account­
ability o f all funds and report o f all receipts and disbursements shall be provided for.

Subd. 4. Termination of agreomont. Such agreement may 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 o f any property acquired as the resuit o f such joint or cooperative 
exercise o f powers, and the return o f any surplus moneys in proportion to contributions 
of the several contracting parties afler the purpose o f 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.

471.59 J O IN T  EXERC ISE  OF POW ERS.
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Subd . 7. N o t  to a ffec t o th e r acts. T h is  sec tion  d oes n o t d ispense w ith  p ro cedu ra l 
req u irem en ts  o f  an y  o th e r act p ro v id in g  f o r  the  jo in t  o r  c o op e ra tiv e  exe rc ise  o f  any  gov­
e rnm en ta l p ow e r.

Subd . 8. S e rv ices pe rfo rm ed  by coun ty , c om m ona lity  o f  powers, N o tw ith s tan d in g  
the p ro v is io n s  o f  su bd iv is io n  I req u ir in g  c om m on a lity  o f  powers betw een pa rtie s to  
any ag reem en t the b o a rd  o f  c oun ty  c om m iss io n e rs  o f  an y  coun ty  m ay  b y  re so lu tion  
en te r in to  ag reem ents w ith  an y  o th e r g o v e rn m en ta l u n it as de fined in  su b d iv is io n  I to 
p e r fo rm  o n  b e h a lf o f  that u n it an y  se rv ice  o r  fu n c t io n  w h ich  tha t un it w o u ld  be au th o ­
r iz e d  to  p ro v id e  fo r  itse lf.

Subd . 9 . E xe rc ise  o f  power. F o r  the pu rp ose s o f  the d eve lopm en t, c o o rd in a t io n , 
p re sen ta tion  and  e v a lu a tio n  o f  tra in in g  p ro g ram s  f o r  lo c a l gove rnm en t o ffic ia ls , gove rn ­
m en ta l u n its  m a y  exerc ise  th e ir pow ers u n d e r th is  sec tion  in  con ju n c tion  w ith  o rg an iza ­
t io n s  rep re sen tin g  g o ve rnm en ta l units a n d  lo c a l g o ve rnm en t o ffic ia ls .

Subd . 10 . Se rv ices p e rfo rm ed  by gove rnm en ta l un its ; com m ona lity  o f  pow ers. N o t ­
w ith s tand ing  the p ro v is io n s  o f  su b d iv is io n  1 req u ir in g  c om m on a lity  o f  p ow e rs  between 
pa rtie s  to  a n y  ag reem en t, the  gove rn ing  b o d y  o f  a n y  g o ve rnm en ta l un it a s d e fin ed  in 
su b d iv is io n  1 m ay  en te r in to  agreem ents w ith  an y  o th e r g ove rnm en ta l u n it  to  p e r fo rm  
on  b e h a lf o f  th a t u n it an y  se rv ice  o r  fu n c t io n  w h ich  the  g ove rnm en ta l u n it  p ro v id in g  
the  se rv ice  o r  fu a c t io n  is a u th o r iz e d  to  p ro v id e  f o r  itse lf.

Subd . 11 . J o in t  powers b oa rd . Tw o o r  m o re  g o ve rnm en ta l un its , th rou gh  ac tion  o f  
th e ir g o ve rn in g  bod ie s , b y  a d op tio n  o f  a jo in t  pow ers ag reem ent tha t c om p lie s  w ith  the 
p re v is io n s  o f  su b d iv is io n s  1 to  5 , m ay e stab lish  a  jo in t  b o a rd  to  issue b ond s  o r  ob lig a ­
tio n s  p u rsu an t to  any  law  by  w h ich  any o f  the g o v e rnm en ta l un its  e stab lish ing  the jo in t  
b o a rd  m ay  in d ep end en tly  issue b ond s o r  o b lig a t io n s  and  m ay  use the p ro ceed s o f  the 
b ond s  o r  o b lig a t io n s  to  c a rry  ou t the pu rposes o f  the law  u n d e r which the b o n d s  o r  o b li- 
gations a re  issued . A  jo in t  b o a rd  c rea ted  p u rsu an t to  th is  sec tion  m ay  issue ob lig a tio n s  
a n d  o th e r fo rm s  o f  indeb tedness o n ly  p u rsu an t to  exp ress a u th o rity  g ran ted  by  the 
ac tion  o f  the g ove rn in g  bod ie s  o f  the g o ve rnm en ta l un its w h ich  estab lished  the jo in t  
b o a rd . T h e  jo in t  b o a rd  estab lished  pu rsuan t to  th is  su bd iv is ion  sha ll be  com posed  
s o le ly  o f  m em be rs  o f  the g ove rn in g  bod ies o f  the g o ve rnm en ta l un it which estab lished  
the jo in t  b o a rd , a n d  the jo in t  b o a rd  m ay n o t p ledge the fu l l fa ith  and c re d it o r  taxing 
pow e r o f  an y  o f  the  g ove rnm en ta l un its w h ich  estab lished  the jo in t  b o a rd . T h e  ob lig a ­
t io n s  o r  o th e r  fo rm s  o f  indeb tedness sha ll be ob lig a tio n s  o f  the jo in t  b o a rd  issued  on 
b e h a lf  o f  th e  g o ve rnm en ta l un its c rea ting  the jo in t  b o a rd . T h e  ob lig a tio n s  o r  o th e r 
fo rm s  o f  in deb tedness sh a ll be issued in the sam e m an n e r a n d  sub ject to  the  sam e con ­
d it io n s  and  lim ita t io n s  w h ich  w ou ld  app ly  i f  the o b lig a t io n s  w ere issued o r  in deb ted ­
ness in cu rre d  b y  o n e  o f  the g ove rnm en ta l un its w h ich  estab lished  the jo i n t  b o a rd  
p ro v id e d  th a t any  re fe rence  to  a g ove rnm en ta l un it in  the sta tu te , law , o r  c h a rte r p ro v i­
s ion  a u th o r iz in g  the issuance o f  the bonds o r  the in cu rr in g  o f  the indeb tedness sh a ll be 
con s id e red  a  re fe ren ce  to  the jo in t  b oa rd .

Subd  12 . J o in t  exercise o r  po lice  power. In  the even t th a t an ag reem ent au th o rizes  
the exerc ise  o f  peace o ffic e r o r  p o lic e  powers b y  an  o ffic e r a p p o in te d  by one  o f  the gov ­
e rnm en ta l u n its  w ith in  the ju r is d ic t io n  o f  the o th e r g ove rnm en ta l un it, sn  o ff ic e r  acting 
p u rsuan t to  th a t ag reem ent has the fu l l and  c om p le te  a u th o r ity  o f  a peace o ffic e r as 
th ough  a p p o in te d  by  b o th  g ove rnm en ta l un its and  licensed  by  the state o f  M in n e so ta , 
p ro v id ed  th a t:

( 1 )  the peace o ffic e r has successfu lly  com p le ted  p ro fe s s io n a lly  recogn ized  peace 
o ffic e r p re em p lo ym en t educa tion  which the M in n e so ta  b o a rd  o f  peace o ffic e r s tanda rd s 
and  tra in in g  has fo u n d  c om pa rab le  to  M inn e so ta  peace o ffic e r p re em p lo ym en i educa­
t io n ; and

(2 )  the o ff ic e r  is d u ly  licensed  o r  ce rtified  by the peace o ffic e r licensing o r  c e rt ific a ­
t io n  a u th o r ity  o f  the state in w h ich  the o ffic e r ’ s a p p o in tin g  a u th o r ity  is lo ca ted .

H is to ry : 1943 C 557; 1949 c 443 s 1-3:1961 c 662 s 1.2: 1965 c 744 s 1-3; 1973 c 123 
art 5 s 7, 1973 c 541 s 1; 1975 C 134 s 1.2; 1930 c 532 s 2: 1932 c 507 s 27. 1983 c 342 
art 3 s 15; 1934 c 495 s 1; 19S6 c 4o< an  2 s 15: 1990 c 572 s 14I
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CHAPTER 28E

J O IN T  E X E R C IS E  O F  G O V E R N M E N TA L  PO W ERS

2 8 E 1 Purpose.
2 8 E 2 Defini t ion s.
2 8 E.3 Joint oxcrciao of powers.
2 8 E.4 Agreement with other agencie*.
2 8 E 5 Specifications.
2 8 E 8 Additional provisions.
2 8 E 7 Obligations not excused.
2 8 E 8  Filing and recording
2 6E 9 Status of interstate ugreement.
2 8E 10 Approval of statutory officer.
2 8 E.U Agency to furnish aid.
2 8E.12 Contract with othor agencies.
2 8 E 13 Powers ore additional to othera.
2 8 E.14 No limitntion on contract.
2 8 E.15 Distuct agency.
2 SE.16 Election for bonds.
2 8 F. 17 Transit policy -  joint agreement -  city debt.

2 BB.1B Shared use of facilities
2 8F. .1 9 Joint county indigent defense fund.
2 8E 2 0  Joint purchooes of equipment.

UNtflF.n LAW ENKORCEMBNT

2 BE.21 Definition.
2 8E .22 Referendum for tax.
2 8E .23 Budget.
2 8 E.24 Revenue and lax levies.
2 8 E.2 6  Expansion of district.
2 8E .28 City civil service ond retirement 
2 8 E.27 Duration of agreements fur law enforcement pur­

poses.
2 8E.2 8  Public safety commission.
2 8E.2 0A Referendum oil tax levy -  dissolution of district. 
2 8 E .29 Amana -  additional law enforcement.
2 8E .30 Agreement for low enforcement administrative 

services.

28E.1 P u rp o se .
The purpose of thi« chapter Is to perm it s ta te  and 

local governmentA in Iowa to make efficient use of 
their powers by onabling them  to provide jo in t ser­
vices and facilities with other agencies and  to co­
operate in  other ways of m utual advantage. This 
chapter shall be liberally construed to th a t end.

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

28E.2 D efinitions.
For tho purposes of this chapter, the te rm  “public 

agency’' shall mean any political subdivision of th is 
state; any agency of the s ta te  government or of the 
United States; and any political subdivision of a n ­
other state. The term “sta te" shall mean a sta te of 
the United States and the D istrict 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 o ther state.

IC66, 71, 73, 75, 77, 79, 81, §28E.2]
Sc* *1*0 428F.} _

28E.3 Jo in t  exercise o f  pow ers.
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 of any other stato or of tho United Stales 
to the extent that law® of such othor sta te or of the 
United S tates permit such joint exercise or enjoyment. 
Any agency of the slat* govem nont when octing 
jointly with any public agency may exercise and enjoy 
all of tho powers, privileges and authority conferred by 
this chopU*r upon a public agoncy.

ICG6, 7 1 ,7 3 .7 6 , 77, 79. 81, §23E.31

28E.4 A greem ent w ith  o th e r  ag en cies .
Any public agency of this sta te  may en ter into an 

agreem ent with one or more public or private agen­
cies for joint or co-operative action pursuan t to the 
provisions of thifi chapter, including the  creation of a 
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 
agreem ent may enter into force.

IC 6 8 .7 1 .7 3 ,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- 

tu re  of any soparatc legal or adm ir.istra ti'-• entity  
created thereby together w ith the powers delegated 
thoreto, provided such entity may be legally created.

3. Its purpose or purposes.
4. The m anner of Financing th e  jo in t or co­

operative undertaking and of establishing mid m ain, 
ta in ing  a budget therefor.

5. Tho permissible method or methods to be em ­
ployed in accomplishing th e  partia l or complete 
term ination of tha agreem ent and for disposing of 
property upon such partial or complete term ination.

6. Any other neccsaary nnd proper m atters.
[0 8 8 ,7 1 ,7 3 ,7 6 .7 7 ,7 9 , 81, §28E.51

28E.6 A dditional p rov isions.
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 adm inistrator or a jo in t board 
responsible for adm in istering  th e  joint or co-
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COUNTY HOME RULE IMPLEMENTATION, J3 3 U M

tho w arrant book. The original w arrant ahall bo 
preserved for a t loost two years. Tha treasurer ahall 
muko monthly reports to show for each w arrant the 
number, date, drawee's name, whon paid, to whom 
paid, original am ount, and interest.

5. a. When a w arran t legally drawn on tha 
county treasury is presented for paym ent and not 
paid because of n deficiency, the treasu rer ahall carry 
out duties relating to the endorsement and payment 
of Intoraat on tho am ount of doficicncy as provided in 
chapter 74.

6, In lieu of the requirem ents and procedures 
specified in sections 74.1, 74.2, and 74.3, when 
w arrants other than  anticipatory warranto aro pre­
sented for payment and not paid for want of funds or 
are only partiolly paid, the treasu rer may isBUO a 
w arrant order for an am ount equal to the unpaid 
warranto drawn on n fund. Tho w arran t order shall 
be datod end include the fiind nam e, am ount, and 
the ra te  of in terest established under section 74A.6. 
The w arrant order shall bo endorsed by tho trea ­
surer, "not paid for want of funds", and include the 
treasurer’s signature. The treasu rer shall keep a list 
of oil wan-ants comprising o w arran t order and ahall 
submit a duplicote copy of tho w arran t ordor to the 
auditor. Tho procedures of sections 74.4 to 74.7 apply 
to w arrant orders.

6. Tho am ount 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 m aintain a record of the unclaimed feos ond 
trusts. A person may claim an unclaim ed fee or tru s t 
w ithin five years oiler the money ia crodited upon 
proper proof of ownership.

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

1. (R60, §2187; C73, §667; C97, §597; C 24 ,27,31, 
35, 39. §5168; C46, 60, 64,68. 62. 60, 71 ,73 , 76,77, 
79, 91, §334.3; S81, §331.654(1); 81 Acts, ch U 7 . 
§5531

2. IC51, §154, 490; 1160, §362, 755; C73, §329; 
C97, §485; C 24 ,27 ,31 .35 ,39 , §5162; C 46,50,54,68, 
62, 66, 71, 73, 75, 77, 79, 81. §334.6; SSI, 
§331.654(2); 81 Acte, ch 117, §5531

3. (C51, §165; RGO, §363; C73. §330; C97, §486; 
C 2 4 , 2 7 . 3 1 , 3 5 , 3 9 . § 51tiS : C 4 6 , 5 0 ,  5 4 . 5 8 .  6 2 , 6 6 , 7 1 , 
73. 75, 77. 79, 81. §334.6; SSI, §331 554(3); 81 Acts, 
ch 117, §553]

4. [C51, §169. 160; R60, §365, 366; C73, §332, 
333; C97, §488; C24. 27, 31, 35, 39. §5UU; C46, 50.

64, 58, 62, 66, 71, 73, 76, 77. 79, 81, §334.7; S81. 
§331.554(4); 81 Actu, ch U 7, §553)

6. [381, §331.654(5); 81 Acts, ch 117, §553; 82 
Acts, ch 1048, §1|

0. IC97, §466; C 24 ,27,31, 35 ,39 , §5169; C4fl, 60, 
54, 58, 62. 66, 71, 73. 75, 77, 79. 81. §334.12; S91, 
§331.554(6); 81 Acts, ch 117. §553]

83 Acta, ch 65, §1, 2; 83 Acts, ch 123, §147, 209

331.555 F u n d  m anagem en t,
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 w ith the  am ount of tax or 
other funds collacted or received by the treasurer 
and shall ho credited with the am ount of taxes or 
othor funds disbursed from each account as au tho­
rized by law.

2. Except as provided in soction 321.153, on or 
before the fifteenth day of each m onth, the treasurer 
shall prepare sworn sta tem ents of the am ount of 
money hold by the treasu rer on the !ar<t day of the 
preceding month belonging to the sta te  treasury  and 
mail a copy of the statem ent and tho rem ittanco to 
the treasurer of state. Anothor copy of the statem ent 
shall be mailed to the director of revenue and fi­
nance, However, in lieu of m ailing the rem ittance to 
the treasurer of state, tho trcnsurc-r may deposit the 
rem ittance to tho credit of the treasu rer of 3tate in 
an  interest-bearing account in a bank  in the county 
as designated by the treasurer of state.

3. If a treasurer fails to comply with the require­
ments of subaection 2, the treasu rer 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 treasu rer’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 se ttle­
ment w ith the county sem iannually  and when the 
treasurer leaves office as provided in  sections 452.6 
end 452.7.

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

- 4 5 2 .1 0  nnd rhnntar. A5 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 
departm ents of correctional services, cities, or city 

-u tilities  Duraii.-uiltoii.iflitit investm ent Avrf^rt»> i— 
(C51, §156, 161; R60, §364, 367. 799; C73, §331, 

334, 914; C97, §487. 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, 
3 3 4 .9 , 3 3 4 .1 1 , 381, § 3 3 1 .5 5 5 , 81 A u s , c li 1 1 7 , § 5 5 4 ) 

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

331 .558  L o ss  o f f u n d s  — r e p la c e m e n t .  
R ep e a le d  by 8 8  A m ,  ch 1 1 0 8 , §4



1*64.17, CITY FINANCE

be o i 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 
un til proof of publication or posting of notic* of a 
budget hearing ia filed w ith tho county auditor.

[C2-1,27 ,31 , 35. 39, §370, 385; G’4 6 ,5 0 ,5 4 ,6 8 .6 2 , 
66, 71, 73, §24.10, 24.19; C76, 77, 79, 81, §384.171

884.18 B u d g e t am en d m en t.
A city budget ae finally adopted for the following 

fiscal year become* effective Ju ly  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. l b  perm it the  appropriation and expenditure of 
unexpended, unencumbered cash balance* on hand 
a t  tho end of the procoding fiscal yaar which had not 
been anticipated in the budgot.

2. lb  perm it the appropriation and-expenditure of 
am ounts anticipated to be available from oources 
othor than  property taxation, ond which had not 
been anticipated in the budget.
, 8. l b  perm it transfers from tho debt service fund, 
the  capital improvements roserve fund, the em er­
gency fund, or other funds established by stato law, 
to any other city fund, unless epociftcally prohibited 
by sta te  law.
, 4. lb  perm it transfers between programs within 
the  general fund.

A budget am endm ent m ust be prepared and 
adopted, in  the sam e m anner as th e  original budget, 
ns  provided in eecfion 384.16, and is subject to 
protest as provided in section 384.19, except th a t the 
committee may by rule provide th a t amendment!) of 
cortain types or up to certain  am ounts may be made 
w ithout public hearing and w ithout being subject to 
protest. A city budget ehall be amended by May 31 of 
the curren t fiscal year to allow limo for a  protest 
hearing to  be held and a decision rendered before 
June  30. The am endm ent of a budget after May 31, 
which is properly appoaled but without adequate 
tim e for hearing and decision before June 30 is void

(C24, 27, 31, 35, 39, §375; C4G, 50, 54, 58, 62, 68, 
71, 73. §24.9; C76, 77, 79. 81, §384.18; 82 Acts, ch 
1079, §S1

884.19 W ritten  p ro tes t.
W ithin a poriod of ten days afte r the final date th a t 

a  budget or amended budget may be certified to the 
county auditor, persons nfltctod by the budget moy 
file a w ritten protest w ith the county auditor, spec­
ifying th e ir  objection* to the budget or any part of it. 
A protost m ust be signed by qualified electors equal 
in  num ber to one-fourth of one percent of tho votes 
cart for governor in the last preceding general elec­
tion In the city, but the num ber shall not be lo** than 
ten persons and the num ber 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 w ritten protest, together with the 
budget to which the objection* are made, and shall

a&M

transm it the snmn forthwith to th» sta te 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* 
th a t 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 m ake its levy in accordance with the decision, 
Upon receipt of the decision the council nhoil correct 
iU  record* accordingly, if necessary.

(039, §3D0.2, 390.7; C46, 60. 54, §24 26, 24.31; 
C68, 62, 68, 71, 73, §24.27, 24.32; C76, 77, 79, 61,. 
§364.19; 82 Acts, ch 1079, §7)

884.20 S e p a ra te  account* .
A city shall keep separate account* corresponding 

to the prograniB and items in its adopted or am ended 
budget, aa recommended by the committee

A city shall keop uccounts which show an accurate 
and detailed statem ent 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, §6675, 
6876; C46, 50, §363.49, 363.50; C54, 58. 62, 66, 71, 
73, §368A.5, 366A.6; C75, 77, 79, 81, §384.20)

884.21 J o in t  in v estm en t 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 agreem ent.

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

384.22 A n n u al veport.
Not la ter than  October 1 of each year, a citv shal l 

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 lim it of the city for 
the curren t fiscal year. A copy of this report m ust bo 
furnished to the auditor of state.

[S13, §741<, 1056 a7, I056 a8, 1056 o33; C24, 27, 
31, 35, 39, §5677, 6079, 06S9. 6581; C46, 60, 
§3B3.54,-4I88.66,363.57,416.109; C 54,63, 62 ,6 6 ,7 1 , 
73, §368A.9, 368A.11, 363A.12, C75, 77, 79, 81, 
§384.221

*  division m
CENTRAL OBLIGATION BONDS

361.23 C o n s tru c tio n  of w o rd i " a n d ” a n d  "or."'
As used in d^ iiio n a  III to VI of thi* chapter, the
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S U B J E C T :  I n v e s tm e n t  P o o l s  f o r  P u b l i c  E n t i t i e s  ( C S H B  1 9 9 ( C R A ) )

T O : R e p r e s e n t a t i v e  M i k e  N a v a r r e ,  C o - c h a i r  
H o u s e  F i n a n c e  C o m m i t t e e

F R O M : T a m a r a  B r a n d t  C o o k  „  • /  
D i r e c t o r  / ^ p

C S H B  1 9 9 ( C R A )  p e r m i t s  m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  t o  f o r m  in v e s tm e n t  p o o l s  
u n d e r  w h ic h  t h e  f u n d s  o f  t h e  p u b l i c  e n t i t i e s  a r e  a d m i n i s t e r e d  a n d  in v e s t e d  j o i n t l y .  
Y o u  h a v e  a s k e d  w h a t  t h e  im p l i c a t i o n s  a r e  r e g a r d i n g  t h e  s t a t e ’ s  f i n a n c i a l  r e s p o n s i b i l i t y  
in  t h e  e v e n t  t h a t  a n  i n v e s tm e n t  p o o l  s u f f e r s  f i n a n c i a l  lo s s e s .

A s  a  m a t t e r  o f  la w , lo s s e s  e x p e r i e n c e d  b y  a n  in v e s t m e n t  p o o l  w o u ld  n o t  c r e a t e  a n y  
p a r t i c u l a r  l i a b i l i t y  o n  t h e  p a r t  o f  t h e  s t a t e .  H o w e v e r ,  a s  a  p r a c t i c a l  m a t t e r  t h e  s t a t e  
is  h a r d ly  l i k e l y  t o  s t a n d  b y  a n d  a l l o w  a  m u n i c i p a l i t y  t o  s i n k  i n t o  f i n a n c i a l  r u i n .  W i t h  
r e s p e c t  t o  s c h o o l  d i s t r i c t s ,  o f  c o u r s e ,  t h e r e  e x is t s  t h e  a d d i t i o n a l  c o n s t i t u t i o n a l  
r e s p o n s i b i l i t y  p la c e d  o n  t h e  le g i s la t u r e  t o  m a i n t a i n  a  s y s t e m  o f  p u b l i c  e d u c a t i o n .  
( A r t i c l e  V I I ,  s e c . 1 , C o n s t i t u t i o n  o f  t h e  S t a t e  o f  A l a s k a )  T h e s e  c o n s i d e r a t i o n s  e x i s t  
c o m p le t e l y  a s i d e  f r o m  t h e  i n v e s tm e n t  p o o l  i s s u e ,  a l t h o u g h ,  t o  t h e  e x t e n t  t h a t  a n  
i n v e s tm e n t  p o o l  p r o v i d e s  a n  o p p o r t u n i t y  f o r  l a r g e r  lo s s e s  s im p ly  b e c a u s e  t h e  p o o l  w i l l  
i n v o lv e  l a r g e r  a m o u n t s  o f  m o n e y ,  I  s u p p o s e ,  t h e  c a u s e  f o r  c o n c e r n  m a y  in c r e a s e .  
T h i s  w o u ld  h a v e  t o  b e  l o o k e d  i n t o  b y  s o m e o n e  w i t h  f i n a n c i a l  e x p e r t i s e .

N o t e ,  h o w e v e r ,  t h a t  w i th  r e s p e c t  t o  m u n i c i p a l i t i e s  C S H B  1 9 9 ( C R A )  m a y  n o t  
s u b s t a n t i a l l y  c h a n g e  e x i s t i n g  la w . A S  2 9 . 3 5 . 0 1 0 (  1 3 )  a l r e a d y  g r a n t s  e v e r y  m u n i c i p a l i t y  
t h e  a u t h o r i t y  " . . .  t o  e n t e r  in t o  a n  a g r e e m e n t ,  i n c lu d in g  a n  a g r e e m e n t  f o r  
c o o p e r a t i v e  o r  j o i n t  a d m in i s t r a t i o n  o f  a n y  fu n c t i o n  o r  p o w e r  w i t h  a  m u n i c i p a l i t y ,  t h e  
s t a t e ,  o r  t h e  U n i t e d  S t a t e s .  . ."  S in c e  it is  q u i t e  p o s s i b le  t h a t  m u n i c i p a l i t i e s  c o u ld  
f o r m  i n v e s tm e n t  p o o l s  r ig h t  n o w  u n d e r  th is  p r o v i s i o n  o f  la w ,  it is  h a r d  t o  a r g u e  t h a t  
C S H B  19 9 ( C R A )  s u b s t a n t i a l l y  c h a n g e s  th e  S c e n e ’ s . j .  i t e n t i a l  r e s p o n s i b i l i t y  in  s i t u a t i o n s  
i n v o lv i n g  i n v e s tm e n t  lo s s e s  o f  m u n i c i p a l  fu n d s .
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rl\'*t • ' 1 TABLE 2
STATUTORY LOCAL GOVERNMENT INVESTMENT AUTHORITY

State

Federal

U.S. Treasury U.S. Agoncy Instrumen- 

Obligations Obligations talities

Repurchase Savings &

Agreements Commercial Loan Bankers' 

(Explicit) Bank CDs Deposits Acceptances

Money j State » 
Commercial Market (Investment \ 

Paper Funds • Pool '

A l a b a m a Yes Yes N o Yes Yes Yes N o N o Yes N o

Alaska t ; n M e  cat iitc . N o

Arizona Yes Yes N o Yes Yes Yes N o N o N o N o

Arkansas Yes S o m e N o .. Yes Yes Yes N o N o N o N o

California Vies Yes Yes Yes Yes Yes Yes Yes Yes Y e s ----

Colorado Yes S o m e Yes Yes Yes Yes Prpsd. N o Prpsd. Private

Connecticut Yes Yes S o m e Yes Yes Yes Yes Yes i N o  ’ Yes —

Delaware u n n n c  Ql II E N o

C N c TFlorida Yes Yes Yes Yes Yes Yes Cfld' Yes Yes — -

Georgia Yes S o m e . N o - .> Yes Yes Yes c n o cNcr (No' Yes —

Hawaii Yes S o m e S o m e Yes Yes Yes N o N o N o N o

Idaho Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes •'—

Illinois Yes Yes S o m e Yes Yes Yes . No- Ctmta': Yes Y e s -----

Indiana Yes N o Yes Yes Yes Yes N o N o N o N o

Iowa Yes Yes Yes 1 Lmtd. Yes Yes Yes Yes Yes N o

K a nsas Yes S o m e S o m e Lmtd. Yes Lmtd. N o N o N o N o

Kentucky Yes Yes S o m e • Yes Yes Yes , No- C N c r (No- Y e s ----

Louisiana Yes S o m e S o m e N o Yes Yes N o N o N o N o

M a ine Yes N o N o Lmtd. Yes Yes N o Lmtd. S o m e N o

Maryland Yes Yes S o m e Yes Yes Yes Yes N o Yes Private

Massachusetts Lmtd. N o c N o r C  Lmtd.' v  Lmtd..- Lmtd.- c No"1 cN q t (No- Yes-— -

Michigan Yes Yes Yes Yes Yes Yes Yes Lmtd. Yes N o

Minnesota Yes Yes Yes Lmtd. Lmtd. Lmtd. Lmtd. Lmtd. Yes N o

Mississippi Yes N o N o N o Yes Yes N o N o N o N o

Missouri Lmtd. Yes Yes Yes Yes Yes N o N o N o N o
\ M o n t a n a Yes . Yes , N o 7 , Yes Yes Yes rNo,: . r N o ' ^N o " Yes-c—

Nebraska Yes Yes S o m e N o Yes N o N o N o N o N o

N e v a d a Yes S o m e S o m e C N < T V Yes Yes C N o " C N o  ' C N p ' Yes —

N e w  Hampshire Yes Lmtd. Lmtd. Lmtd. Yes Ye s Lmtd. Lmtd. N o N o

N e w  Jersey Lmtd. S o m e S o m e Yes Yes Yes ... No' L NO' C N o Y e s —

N e w  Mexico Yes N o N o N o Yes Yes N o N o N o N o

N e w  York Yes N o Lmtd. N o Yes Yes N o N o N o N o
North Carolina Yes S o m e S o m e Yes Yes Yes S o m e CLmtd.' CLmtd.' Y e s ----
North Dakota Yes N o S o m e N o N o N o N o N o N o N o

Ohio Yes Yes S o m e Yes Yes Yes C N o  * c N < C C N o ' Y e s —
O k l a h o m a Yes S o m e S o m e N o Yes N o N o N o N o N o

O r e g o n Yes Yes Yes C N o " - Yes Yes Yes N o  * c M t r Y e s —
Pennsylvania Yes S o m e S o m e N o Yes Yes N o Lmtd. Yes Trust
R h o d e  Island N o N o N o N o Yes Yes N o N o Yes Private
South Carolina Yes S o m e S o m e Yes Yes Yes C N c D c No: C N o  * Yes -—

South Dakota Yes Lmtd. Yes N o Yes Yes Lmtd. N o N o N o

Tennessee Yes S o m e S o m e i Lmtd.' • Yes Yes c  No.' v N o ' C L m t d : Yes —

Texas (cities) Yes Yes S o m e " N o Lmtd. Yes N o N o N o N o
Utah Yes Yes S o m e Yes Yes Yes Yes v  N o C N o - Yes —

Vermont

Virginia

q i ii i- N o

Yes —Yes Yes Yes Yes v Lmtd. - C Lmtd.' CLmtd.-. Yes Yes
Washington Yes Yes Yes N o Yes Yes Yes N o Yes N o
W e s t  Virginia Yes S o m e S o m e C N o ' Yes Yes  ̂N o ' , N o  ' C  N o ' Y e s ----
Wisconsin Yes Yes Yes Yes Yes Yes C L m t d : cLmtd: C NO' ' Yes —
W y o m i n g Yes S o m 9 S o m e N o Yes Yes N o N o N o N o

Th is in form ation  m ay requ ire co rrec tion  d u e  to chang ing  s a t e  laws and  con flic ting p rov is ions . (U pdated : N ovem be r 1988 )



T h e  S t a t e  o f  A l a s k a  w i l l  n o t  e n d o r s e  a  s p e c i f i c  i n v e s t m e n t  p o o l ,  n o r  
w i l l  i t  i n d e m n i f y  a  p o l i t i c a l  s u d i v i s o n  a g a i n s t  l o s s e s  s u s t a i n e d  f r o m  
u s i n g  a n  i n v e s t m e n t  p o o l .  T h i s  s t a t u t e  n e i t h e r  r e l i v e s  a  p o l i t i c a l  
s u b d i v i s i o n  f r o m  i t s  f i d u c i a r y  o b l i g a t i o n  t o  p r u d e n t l y  i n v e s t  p u b l i c  
f u n d s ,  o r  c o n f o r m  t o  i t s  l o c a l  i n v e s t m e n t  p o l i c y  r e s t r i c t i o n s .
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Y O U R  P R U D E N T  P E R S O N  L A N G U A G E  W O U L D  M O S T  A P P R O P R I A T E L Y  F I T  O N  ^
P A G E  O N E ,  L I N E  1 2  A F T E R  T H E  W O R D  " P O O L "  A *

" T H E  P R U D E N T  P E R S O N  R U L E  S H A L L  B E  A P P L I E D  T O  I N V E S T M E N T S  M A D E  
U N D E R  T H I S  S E C T I O N .  T H E  P R U D E N T  P E R S O N  R U L E  M E A N S  T H A T  T H E  
I N V E S T O R S  S H A L L  E X E R C I S E  T H E  J U D G E M E N T  A N D  C A R E  U N D E R  T H E  
C I R C U M S T A N C E S  T H E N  P R E V A I L I N G  T H A T  A N  I N S T I T U T I O N A L  I N V E S T O R  
O F  O R D I N A R Y  P R U D E N C E ,  D I S C R E T I O N  A N D  I N T E L L I G E N C E  E X E R C I S E S  I N  
T H E  M A N A G E M E N T  O F  L A R G E  I N V E S T M E N T S  E N T R U S T E D  T O  I T  N O T  I N  
R E G A R D S  T O  S P E C U L A T I O N  B U T  I N  R E G A R D  T O  T H E  P E R M A N E N T  
D I S P O S I T I O N  O F  F U N D S ,  C O N S I D E R I N G  T H E  P R O B A B L E  S A F E T Y  O F  C A P I T A L  
A S  W E L L  A S  P R O B A B L E  I N C O M E . "
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A m e n d m e n t s  p r o p o s e d :

S e c t i o n  3 7 . 2 5 . 0 5 0  ( b )  o f  S e n a t e  B i l l  1 8 2  a n d  H o u s e  B i l l  1 9 9  
s h o u l d  b e  m o d i f i e d  t o  i n c l u d e  w i t h i n ,  t h e  d e f i n i t i o n  o f  " p u b l i c  
e n t i t y "  t h e  S t a t e  o f  A l a s k a  a s  w e l l  a s  a  s u b d i v i s i o n  o f  t h e  
S t a t e ,  i n c l u d i n g  a  m u n i c i p a l i t y ,  s c h o o l  d i s t r i c t ,  r e g i o n a l  
e d u c a t i o n a l  a t t e n d a n c e  a r e a  o r  s e r v i c e  a r e a  w i t h i n  t h e  
u n o r g a n i z e d  b o r o u g h ;  o r  a n  o r g a n i z a t i o n  c o m p o s e d  o f  p u b l i c  
e n t i t i e s .  T h e  e x p a n d e d  d e f i n i t i o n s  w o u l d  a l l o w  t h e  G e n e r a l  
I n v e s t m e n t  F u n d  o f  t h e  S t a t e  t o  b e  a  p a r t i c i p a n t  i n  t h e  
i n v e s t m e n t  p o o l .

T h e  D e p a r t m e n t  o f  R e v e n u e  b e l i e v e s  t h a t  t h e  f o r m a t i o n  o f  a n  
i n v e s t m e n t  p o o l  f o r  m o n e y  m a r k e t  s e c u r i t i e s  w i t h i n  t h e  D i v i s i o n  
o f  T r e a s u r y  w o u l d  o f f e r  t h e  f o l l o w i n g  b e n e f i t s .

1 .  U s e  o f  T r e a s u r y ' s  e x p e r t i s e  i n  i n v e s t m e n t  a n d  c a s h
m a n a g e m e n t  m a t t e r s .

2 .  T r e a s u r y ' s  e x i s t i n g  a r r a n g e m e n t s  f o r  c u s t o d i a l  s e r v i c e s  
c a n  a c c o m m o d a t e  a  p a r t i c i p a n t  i n v e s t m e n t  p o o l .

3 .  T r e a s u r y  h a s  a l r e a d y  e s t a b l i s h e d  c a s h  c o n c e n t r a t i o n  
p r o c e d u r e s  w i t h i n  b a n k s  l o c a t e d  i n  A l a s k a  w h i c h  c o u l d  
b e  u s e d  b y  p u b l i c  e n t i t i e s  t o  t r a n s f e r  f u n d s  t o  t h e  
i n v e s t m e n t  p o o l .

4 .  U s e  o f  T r e a s u r y ' s  e x i s t i n g  A C H  e l e c t r o n i c  f u n d s  
t r a n s f e r  c a p a b i l i t i e s  w h i c h  a c c o m o d a t e s  m o v e m e n t  o f
d e p o s i t s  a n d  w i t h d r a w a l s  t o  a n d  f r o m  t h e  b a n k  a c c o u n t s
o f  t h e  p a r t i c i p a n t s .

5 .  I n c l u s i o n  o f  t h e  G e n e r a l  I n v e s t m e n t  F u n d  a s  a  
p a r t i c i p a n t  w o u l d  a s s u r e  t h e  i n v e s t m e n t  p o o l ' s  
o b j e c t i v e s  o f  e n h a n c e d  y i e l d s ,  l i q u i d i t y  a n d  
p r e s e r v a t i o n  a n d  s a f e t y  o f  c a p i t a l .

6 .  P r o b a b i e  o v e r a l l  l o w e r  c o s t  b e n e f i t s  t o  a l l  
p a r t i c i p a n t s .

T r e a s u r y  w o u l d  a n t i c i p a t e  t h e  f o l l o w i n g  a n n u a l  c o s t s  i f  i t  w a s  
c h a r g e d  w i t h  t h e  r e s p o n s i b i l i t y  o f  e s t a b l i s h i n g  a n d  m a n a g i n g  a n  
i n v e s t m e n t  p o o l  o f  a n  a s s u m e d  s i z e  o f  $ 5 0 0  m i l l i o n .

P e r s o n a l  1  F T P  C a s h  m g t  p o s i t i o n  $  5 0 , 0 0 0

^ ’b p s " ,  o r  " b a s i s  p o i n t s " ,  i s  t h e  s t a n d a r d  o f  m e a s u r e m e n t s  
o f  l e s s  t h a n  o n e  p e r  c e n t .  O n e  b p s  e q u a l s  o n e  p e r c e n t  o f  o n e  
p e r c e n t .

1 / 2  F T P  I n v e s t m e n t  o f f i c e r  
1  F T P  A c c o u n t a n t

4 0 . 0 0 0
5 0 . 0 0 0

C o n t r a c t u a l  C u s t o d i a l  f e e s  @ 5  b p s 2 5 0 , 0 0 0



E x t e r n a l  a u d i t 2 5 , 0 0 0

E q u i p m e n t /
S u p p l i e s

T o t a l

C o m m u n i c a t i o n s ,  c o m p u t e r  
s o f t w a r e  a n d  e q u i p m e n t  
e n h a n c e m e n t s 7 5 , 0 0 0  

$ 4 9 0 , 0 0 0

$ 4 9 0 , 0 0 0  r e p r e s e n t s  a  c o s t  o f  0 . 0 0 0 9 8  ( 9 . 8  b p s )  o f  t h e  $ 5 0 0  
m i l l i o n  p o o l  t o t a l .  F o r  e x a m p l e ,  a n  8 . 0  p e r  c e n t  g r o s s  
i n v e s t m e n t  r e t u r n  w i l l  n e t  t o  7 , 9  p e r  c e n t  a f t e r  T r e a s u r y ' s  t o t a l  
e x p e n s e s .  T h e  o n l y  v a r i a b l e  c o s t  i s  c u s t o d i a l  f e e s  w h i c h  w o u l d  
i n c r e a s e  s l i g h t l y  b y  a d d i t i o n a l  a s s e t  a m o u n t s  t o  t h e  i n v e s t m e n t  
p o o l .  B e c a u s e  o f  s c a l e s  o f  e c o n o m y ,  t h e  i m p a c t  o f  T r e a s u r y ' s  
e x p e n s e s  o n  g r o s s  e a r n i n g s  w o u l d  b e  r e d u c e d  f u r t h e r  b y  i n v e s t m e n t  
p o o l s  g r e a t e r  t h a n  $ 5 0 0  m i l l i o n .



F e b r u a r y  1 9 9 ]

A l a s k a  M u n i c i p a l  L e a g u e  
I n v e s t m e n t  P o o l  L e g i s l a t i o n  a n d  P r o g r a m  J u s t i f i c a t i o n

T h e  A l a s k a  M u n i c i p a l  L e a g u e  (A M L ) u r g e s  t h e  p a s s a g e  o f  l e g i s l a t i o n  t o  
a u t h o r i z e  t h e  f o r m a t i o n  o f  i n v e s t m e n t  p o o l s  u n d e r  T i t l e  2 9 .  T h e  AML w i s h e s  
t o  f o r m  a n  i n v e s t m e n t  p o o l  t o  im p r o v e  t h e  e f f i c i e n c y  a n d  e f f e c t i v e n e s s  o f  
m u n i c i p a l i t i e s  a n d  o t h e r  l o c a l  p u b l i c  e n t i t i e s  s t a t e w i d e  i n  t h e  i n v e s t m e n t  
o f  t h e i r  s h o r t - t e r m ,  " i d l e , "  p u b l i c  f u n d s .  T h e  o b j e c t i v e s  o f  t h e  p o o l ’ s 
i n v e s t m e n t s ,  i n  o r d e r  o f  p r i o r i t y ,  w i l l  b e  1 )  s e c u r i t y ,  2 )  l i q u i d i t y ,  a n d  
3 )  r e t u r n .  I n  t h e  a b s e n c e  o f  a n  A l a s k a  " j o i n t  p o w e r s  a c t , "  t h e  AML i s  
s e e k i n g  l e g i s l a t i o n  t o  a u t h o r i z e  a  p u b l i c  e n t i t y  o r  a n o n p r o f i t  c o r p o r a t i o n  
t o  f o r m  a n d  e n t e r  i n t o  a g r e e m e n t s  f o r  t h e  p u r p o s e  o f  i n v e s t i n g  f u n d s .

M any  AML m em b e r m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  d o  n o t  h a v e  b a n k s  i n  
t h e i r  c o m m u n i t i e s  m uch  l e s s  i n v e s t m e n t  o p t i o n s .  I n  c e r t a i n  c a s e s ,
m u n i c i p a l i t i e s  l o s t  f u n d s  w h en  s e v e r a l  b a n k s  f o l d e d  i n  t h e  1 9 8 0 ’ s  b e c a u s e  
t h e i r  f u n d s  w e r e  n o t  c o l l a t e r a l i z e d .  A s f e d e r a l  a n d  s t a t e  f i n a n c i a l  
a s s i s t a n c e  t o  m u n i c i p a l i t i e s  h a v e  d e c l i n e d ,  m a k in g  t h e  m o s t  o f  l o c a l  f u n d s  
t h r o u g h  i n t e r e s t  r e v e n u e s  c o n t i n u e s  t o  b e  i m p o r t a n t .

T h e  AML m e m b e r s h ip  o f  o v e r  1 2 5  m u n i c i p a l i t i e s  p a s s e d  a  r e s o l u t i o n  i n  
N o v e m b e r  1 9 8 9  d i r e c t i n g  t h e  AML B o a r d  o f  D i r e c t o r s  t o  i n v e s t i g a t e  t h e
f e a s i b i l i t y  o f  a  m u n i c i p a l  i n v e s t m e n t  p o o l .  T h e  AML f o r m e d  a  c o m m i t t e e  o f  
m u n i c i p a l  o f f i c i a l s  t o  i n v e s t i g a t e  t h e  n e e d  a n d  f e a s i b i l i t y  o f  a p o o l .  T h e  
c o m m i t t e e  s u r v e y e d  m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  i n  J u n e  1 9 9 0  t o  
g a t h e r  i n f o r m a t i o n  o n  l o c a l  i n v e s t m e n t  p r a c t i c e s  a n d  i n t e r e s t  i n  
p a r t i c i p a t i n g  i n  a  p o o l .  O v e r  5 0  r e s p o n s e s  w e r e  r e c e i v e d  i n d i c a t i n g :

o  I d l e  f u n d s  m ay  b e  s u f f i c i e n t  t o  f o r m  a  p o o l  .  •
o  A s i g n i f i c a n t 1* n u m b e r  o f  r e s p o n d e n t s  d o  n o t  h a v e  w r i t t e n

i n v e s t m e n t  p o l i c i e s  
o  Few  m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  e m p lo y  i n v e s t m e n t  

p r o f e s s i o n a l s  
o  Few  d o  n o t  c o l l a t e r a l i z e  t h e i r  i n v e s t m e n t s
o  M o s t  r e s p o n d e n t s  i n v e s t  i n  a  b r o a d  v a r i e t y  o f  i n v e s t m e n t

i n s t r u m e n t s
o  S om e  r e s p o n d e n t s  i n d i c a t e d  t h a t  t h e y  h a d  i n v e s t m e n t s  o f  o v e r  2

y e a r s  i n  t e r m s  w h ic h  m ay n o t  b e  p r u d e n t  f o r  t h e s e  p u b l i c  
f u n d s

o  An i n v e s t m e n t  p o o l  w o u ld  b r o a d e n  t h e  i n v e s t m e n t  o p t i o n s
a v a i l a b l e  t o  e v e n  t h e  m o s t  s o p h i s t i c a t e d ,  i n v e s t o r  
m u n i c i p a l i t i e s / s c h o o l  d i s t r i c t s  

o  T h e  l e s s  s o p h i s t i c a t e d  m u n i c i p a l i t i e s / s c h o o l  d i s t r i c t s  w o u ld
b e n e f i t  f r o m  s a f e k e e p i n g ,  y i e l d  o f  a  p o o l ,  a n d  
p r o f e s s i o n a l  a d v i c e .

M em b e r o f  th e  N o tion a l L e a g u e  o f  C ities a n d  th e  N a tion a l A ssoc ia tion  o f  C oun ties
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T h e  c o m m i t t e e  r e v i e w e d  i n v e s t m e n t  p o o l s  o p e r a t i n g  i n  1 3  s t a t e s .  T h e s e  p o o l s  
a r e  o p e r a t e d  w i t h i n  t h e  s t a t e  t r e a s u r e r ’ s  o f f i c e  o r  a  i n d e p e n d e n t  n o n - p r o f i t  
c o r p o r a t i o n s .  T h e  c o m m i t t e e  i s  l e a n i n g  t o w a r d  u s i n g  a  m o n e y  m a r k e t  f u n d  
l i m i t e d  t o  v e r y  s e c u r e  t y p e s  o f  i n v e s t m e n t s .  T h e  r e t u r n  o n  i n v e s t m e n t s  
w o u ld  b e  im p r o v e d  b y  i n c r e a s i n g  v o lu m e  a n d  t e r m  t h r o u g h  p o o l i n g  r a t h e r  t h a n  
o n  i n c r e a s i n g  r i s k .

I n  S e p t e m b e r  1 9 9 0 ,  t h e  AML B o a r d  a u t h o r i z e d  t h e  c o m m i t t e e  t o  p r o c e e d  w i t h  
e s t a b l i s h i n g  a n  i n v e s t m e n t  p o o l  b y  i n t r o d u c i n g  l e g i s l a t i o n  a n d  d i s t r i b u t i n g  
a r e q u e s t  f o r  p r o p o s a l  f o r  a  f i r m ( s )  t o  a s s i s t  t h e  AML w i t h  m a n a g in g  p o o l  
a n d  i n v e s t i n g  t h e  f u n d s  o n  b e h a l f  o f  e n t i t i e s  w ho  c h o o s e  t o  p a r t i c i p a t e  i n  
t h e  p o o l .

A r e q u e s t  f o r  p r o p o s a l  f r o m  f i r m s  w i s h i n g  t o  b i d  o n  p r o v i d i n g  
a d m i n i s t r a t i o n ,  c u s t o d i a l  a n d  i n v e s t m e n t  s e r v i c e s  h a s  b e e n  f i n a l i z e d  a n d  
w i l l  b e  d i s t r i b u t e d  i n  M a r c h .  AML i s  a l s o  w o r k i n g  w i t h  a  l a w  f i r m  t o  
d e v e l o p  t h e  n e c e s s a r y  l e g a l  d o c u m e n t s .  I f  t h e  l e g i s l a t i o n  p a s s e s  t h i s  
s e s s i o n  a s  p l a n n e d ,  i t  i s  t h e  i n t e n t  o f  t h e  AML t o  e s t a b l i s h  t h e  p o o l  a n d  
a c c e p t  f u n d s  a s  o f  J u l y  1 ,  1 9 9 1 .

T h e  l e g i s l a t i o n  w o u ld  h a v e  a  z e r o  f i s c a l  n o t e  a n d  w o u ld  n o t  a f f e c t  t h e  S t a t e  
o f  A l a s k a .  P a r t i c i p a t i o n  i n  t h e  p o o l  b y  e l i g i b l e  p u b l i c  e n t i t i e s  w o u ld  b e  
o p t i o n a l .  T h e  AML B o a r d  o f  D i r e c t o r s  u r g e s  t h e  L e g i s l a t u r e  t o  p a s s  t h e  
i n v e s t m e n t  p o o l  l e g i s l a t i o n  i n  t h e  F i r s t  S e s s i o n  o f  t h e  1 7 t h  A l a s k a  S t a t e  
L e g i s l a t u r e  t o  e n a b l e  t h e  AML t o  im m e d i a t e l y  b e g i n  t o  im p r o v e  t h e  e f f i c i e n c y  
a n d  e f f e c t i v e n e s s  o f  p a r t i c i p a n t s  i n  t h e  i n v e s t m e n t s  o f  t h e i r  p u b l i c  f u n d s .

sab2:investwhy
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A m e n d m e n t s  proposed:

S e c t i o n  3 7 . 2 5 . 0 5 0  (b) o f  S e n a t e  B i l l  1 8 2  a n d  H o u s e  B i l l  1 9 9  

s h o u l d  b e  m o d i f i e d  t o  i n c l u d e  w i t h i n  t h e  d e f i n i t i o n  o f  " p u b l i c  

e n t i t y "  t h e  S t a t e  o f  A l a s k a  a s  w e l l  a s  a  s u b d i v i s i o n  o f  t h e  

S t a t e ,  i n c l u d i n g  a  m u n i c i p a l i t y ,  s c h o o l  d i s t r i c t ,  r e g i o n a l  

e d u c a t i o n a l  a t t e n d a n c e  a r e a  o r  s e r v i c e  a r e a  w i t h i n  t h e  

u n o r g a n i z e d  b o r o u g h ;  o r  a n  o r g a n i z a t i o n  c o m p o s e d  o f  p u b l i c  

e n t i t i e s .  T h e  e x p a n d e d  d e f i n i t i o n s  w o u l d  a l l o w  t h e  G e n e r a l  

I n v e s t m e n t  F u n d  o f  t h e  S t a t e  t o  b e  a  p a r t i c i p a n t  i n  t h e  

i n v e s t m e n t  p o o l .

T h e  D e p a r t m e n t  o f  R e v e n u e  b e l i e v e s  t h a t  t h e  f o r m a t i o n  c f  a n  

i n v e s t m e n t  p o o l  f o r  m o n e y  m a r k e t  s e c u r i t i e s  w i t h i n  t h e  D i v i s i o n  

o f  T r e a s u r y  w o u l d  o f f e r  t h e  f o l l o w i n g  b e n e f i t s .

1 .  U s e  o f  T r e a s u r y ' s  e x p e r t i s e  i n  i n v e s t m e n t  a n d  c a s h

m a n a g e m e n t  m a t t e r s .

2 .  T r e a s u r y ' s  e x i s t i n g  a r r a n g e m e n t s  f o r  c u s t o d i a l  s e r v i c e s  

c a n  a c c o m m o d a t e  a  p a r t i c i p a n t  i n v e s t m e n t  p o o l .

3 .  T r e a s u r y  h a s  a l r e a d y  e s t a b l i s h e d  c a s h  c o n c e n t r a t i o n  

p r o c e d u r e s  w i t h i n  b a n k s  l o c a t e d  i n  A l a s k a  v / h i c h  c o u l d  

b e  u s e d  b y  p u b l i c  e n t i t i e s  t o  t r a n s f e r  f u n d s  t o  t h e  

i n v e s t m e n t  p o o l .

4 .  U s e  o f  T r e a s u r y ' s  e x i s t i n g  A C H  e l e c t r o n i c  f u n d s  

t r a n s f e r  c a p a b i l i t i e s  w h i c h  a c c o m o d a t e s  m o v e m e n t  o f

d e p o s i t s  a n d  w i t h d r a w a l s  t o  a n d  f r o m  t h e  b a n k  a c c o u n t s

o f  t h e  p a r t i c i p a n t s .

5 .  I n c l u s i o n  o f  t h e  G e n e r a l  I n v e s t m e n t  F u n d  a s  a  

p a r t i c i p a n t  w o u l d  a s s u r e  t h e  i n v e s t m e n t  p o o l ' s  

o b j e c t i v e s  o f  e n h a n c e d  y i e l d s ,  l i q u i d i t y  a n d  

p r e s e r v a t i o n  a n d  s a f e t y  o f  c a p i t a l .

6. P r o b a b l e  o v e r a l l  l o w e r  c o s t  b e n e f i t s  t o  a l l  

p a r t i c i p a n t s .

T r e a s u r y  w o u l d  a n t i c i p a t e  t h e  f o l l o w i n g  a n n u a l  c o s t s  i f  i t  w a s  

c h a r g e d  w i t h  t h e  r e s p o n s i b i l i t y  o f  e s t a b l i s h i n g  a n d  m a n a g i n g  a n

i n v e s t m e n t  p o o l  o f  a n  a s s u m e d  s i z e  o f  $ 5 0 0  m i l l i o n .

P e r s o n a l  1 F T P  C a s h  m g t  p o s i t i o n  $  5 0 , 0 0 0

1 / 2  F T P  I n v e s t m e n t  o f f i c e r  4 0 , 0 0 0

1 F T P  A c c o u n t a n t  5 0 ,

C o n t r a c t u a l  C u s t o d i a l  f e e s  0 5 b p s 1 2 5 0 , 0 0 U

1" o p s " ,  o r  " b a s i s  p o i n t s " ,  i s  t h e  s t a n d a r d  o f  m e a s u r e m e n t s  

o f  l e s s  t h a n  o n e  p e r  c e n t .  O n e  b p s  e q u a l s  o n e  p e r c e n t  o f  o n e  

p e r c e n t .



E q u i p m e n t /  C o m m u n i c a t i o n s ,  c o m p u t e r

S u p p l i e s  s o f t w a r e  a n d  e q u i p m e n t

e n h a n c e m e n t s 7 5 , 0 0 0

T o t a l $ 4 9 0 , 0 0 0

$ 4 9 0 , 0 0 0  r e p r e s e n t s  a  c o s t  o f  0 . 0 0 0 9 8  ( 9 . 8  b p s )  o f  t h e  $ 5 0 0  

m i l l i o n  p o o l  t o t a l .  F o r  e x a m p l e ,  a n  8 . 0  p e r  c e n t  g r o s s  

i n v e s t m e n t  r e t u r n  w i l l  n e t  t o  7 . 9  p e r  c e n t  a f t e r  T r e a s u r y ' s  t o t a l  

e x p e n s e s .  T h e  o n l y  v a r i a b l e  c o s t  i s  c u s t o d i a l  f e e s  w h i c h  w o u l d  

i n c r e a s e  s l i g h t l y  b y  a d d i t i o n a l  a s s e t  a m o u n t s  t o  t h e  i n v e s t m e n t  

p o o l .  B e c a u s e  o f  s c a l e s  o f  e c o n o m y ,  t h e  i m p a c t  o f  T r e a s u r y ' s  

e x p e n s e s  o n  g r o s s  e a r n i n g s  w o u l d  b e  r e d u c e d  f u r t h e r  b y  i n v e s t m e n t  

p o o l s  g r e a t e r  t h a n  $ 5 0 0  m i l l i o n .
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OTHER AGENCIES AFFECTED BY BILL

None

CONSTITUENT GROUPIE) AFFECTED BY BILL
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BACKGROUND/LEGISLATIVE INTENT

The p u r p o s e  of the b i l l  is to p r o v i d e  p u b l i c  e n t i t i e s  the a b i l i t y  to m a x i m i z e  r e t u r n  on 
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p u b l i c  moneys, t he re by  e n a b l i n g  th e m  t o  r e c e i v e  the g r e a t e s t  r e t u r n  o n  t h e i r  i n v e s t e d  
funds.

AMENDMENTS PROPOSED

01-009 (R** 12/M)
PLEASI ATTACH A SEPARATE SHEET FOR ADDfTK HAL COMMENTS OR ANALYSIS.
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Department Affected: c o m m u n i t y  s R e g i o n a l  A f f a i r s

B R U :_______________________________________________
C o m p o n e n t:______________________________________ ___

COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

J

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 - - 0 - - 0 -

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND - 0 - . - 0 - - o - - 0 - - o - - 0 -

FEDERAL FUNDS

OTHER

TOTAL - 0 - - o - - o - - 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: J S & ft-> n cL l$$T n 5erso n , D i r e c t o r Phone: 465-4700
Date: 3/19/91Division:

Approved by Commissioner:
A g e n c y  C o m m u n i t y  & Fteqior

Distribution (by preparer): Legislative Finance, Legislative Sponsor, Requestor, OMB, & 'mpacted Agency(ies).
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t t E I ' T .  O F  C O M M U N I T Y  &  R E G I O N A L  A F F A I R S

O FF IC E  O F THE COM M ISS IO NER

WALTER J. HICKEL, GOVERNOR

□  P.O. BOX B
JUNEAU. ALASKA 99811-2100 
PHONE: (907) 465-4700

□  949 E. 36TH AVENUE. SUITE 400
ANCHORAGE, ALASKA 99508-4302 
PHONE: (907) 563-1073

M a r c h  2 0 ,  1 9 9 1

P O S I T I O N  P A P E R

R E :  S e n a t e  B i l l  1 8 2

S P O N S O R :  S e n a t e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  C o m m i t t e e

D e p a r t m e n t a l  P o s i t i o n :  S u p p o r t

P r o g r a m  E f f e c t s

T h e  b i l l  w o u l d  p r o v i d e  f o r  c e r t a i n  p u b l i c  e n t i t i e s  t o  f o r m  a n d  

o p e r a t e  i n v e s t m e n t  p o o l s  f o r  p u b l i c  f u n d s  w h i c h  m i g h t  o t h e r w i s e  

l i e  i d l e .

C o m m e n t s

T h i s  c o n c e p t  w o u l d  p r o v i d e  a  m u c h  n e e d e d  t o o l  f o r  p u b l i c  

e n t i t i e s  t o  u s e  i n  m a x i m i z i n g  a v a i l a b l e  r e v e n u e s  t o  o f f s e t  t h e  

c o s t  o f  s e r v i c e s  p r o v i d e d  w i t h i n  t h e i r  b o u n d a r i e s .  I n  t h e s e  

t i m e s  o f  d e c l i n i n g  s t a t e  r e v e n u e s ,  i t  i s  e x t r e m e l y  i m p o r t a n t  

t h a t  w e  f o c u s  o n  d i s c o v e r i n g  n e w  s o u r c e s  o f  r e v e n u e s  f o r  l o c a l  

j u r i s d i c t i o n s ,  a n d  m e t h o d s  w h e r e b y  e x i s t i n g  f i s c a l  a c t i v i t i e s  

a t  t h e  l o c a l  l e v e l  c a n  b e  e n h a n c e d  t o  m a x i m i z e  t h e i r  

e f f i c i e n c y .  S e n a t e  B i l l .  1 8 2  d i r e c t l y  a d d r e s s e s  t h a t  c o n c e p t ,  

a n d  t h e  D e p a r t m e n t  s t r o n g l y  s u p p o r t s  i t s  p a s s a g e .

21-P1LH p on ied  ° n 'tfcycied pape i b y  C  D
V



s i L N A x i L  u u n m r r n r a  j u l /t u k x  

^ R S T  C O M M I T T E E  O F  R E F E R F * ’ .

DATE: 3 / 8 / 9 1 F U R T H E R :  F i n a n c e

3 1 LD a t e  o f  5 - D a y  N o t i c e :

( i n  a c c o r d a n c e  w i t h  U n i f o r m  R / h l e  2 3 )

C & R A  C o m m i t t e e  c o n s i d e r e d  S B  1 8 2

I n v e s t m e n t  p o o l s  f o r  p u b l i c  e n t i t i e s ;  e f d .

D A T E  T U R N E D

I N T O  O F F I C E :  p  — I  I

a n d  r e c o m m e n d e d :

[ *<f r e p l a c e  w i t h

[ ] a t t a c h e d  a m e n d m e n t ( s )

[ ] ____________________________________  l e t t e r  o f  i n t e n t  a d o p t e d

\ \ / \  d o  p a s s  

[ ] d o  n o t  p a s s  

[ ] n o  r e c o m m e n d a t i o n  

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] f u r t h e r  r e f e r r a l  t o  ____________________________________________________

[ i s f '  s a m e  t i t l e  

r j n e w  t i t l e

A T TA C H E S  NEW  F I S C A L  N O T E ( S ) :
D e p a r t m e n t (s )/ D a t a :

[ ] f i s c a l  n o t e ( s )  ________________________

[ ] a p p r o p r i a t i o n - n o  f i s c a l  n o t e

D e p a r t m e n t (s ) / D a t e :

[i/] z e r o  f i s c a l  n o t e ( s )

-O d J f o

[ ] G o v e r n o r ' s  b i l l  w / f i s c a l  n o t e  

« • *

SCO H M EN D A T ION S :

~/m E E L
c h a i r :  S i c m a t u ]C h a i r :  S i g n a t u r e  a n d  R e c o m m e n d a t i o n
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L e g i s l a t i v e

I n f o r m a t i o n

O f f i c e s  V o l u n t e e r  T e l e c o n f e r e n c e  S i t e s

A n c h o r a g e A k i o k M o s q u i t o  L a k e
B a r r o w * A m b l e r N a k n e k
B e t h e l * A n d e r s o n N e n a n a

D e l t a .  J u n c t i o n * A n g o o n N e w h a l e n

D i l l i n g h a m * C a n t w e l l N i k i s k i
F a i r b a n k s C h i n i a k N o r t h  P o l e
G l e n n a l l e n * C h i g n i k N o r t h w a y
J u n e a u C h i g n i k  L a k e o u z i n k i e
K e t c h i k a n C h i s t o c h i n a P e l i c a n
K o d i a k C h i t i n a P o i n t  H o p e  

P o r t  L i e n sK o t z e b u e * C o p p e r  C e n t e r
M a t - S u C o r d o v a S a i n t  P a u l
N o m e * C r a i g S a v o o n g a
P e t e r s b u r g * D o t  L a k e S e l a w i k
S i t k a E a g l e S e w a r d
S o l d o t n a F o r t  Y u k o n S h i s h m a r e f
V a l d e z * G a k o n a S k a g w a y

G a l e n a S l a n a

G a m b e l l T o g i a k

H a i n e s T o k

H e a l y U n a l a k l e e t

H o o n a h U n a l a s k a

L e g i s l a t i v e
H o o p e r  B a y W a i n w r i g h t

H y d a b u r g Y a k u t a t
T e l e c o n f e r e n c e H y d e r •

C e n t e r  m K a k e

K a k t o v i k  

K a t f i u k ......
H o m e r K e n n y  L a k e
W r a n g e l l K l a w o o k  • • 

L a r s o n  B a y  

M e n t a s t a  L a k e  

M e n t a s t a  L o d g e  

M e t l a k a t l a

* S e s s i o n  O n l y
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I n t r o d u c e d :  1 /  / 9 1

R e f e r r e d :  _____________________________

I N  T H E  H O U S E  [ S E N A T E ]  B Y _________________________________

H O U S E [ S E N A T E ]  B I L L  N O .  ________

I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

S E V E N T E E N T H  L E G I S L A T U R E  F I R S T  S E S S I O N

A  B I L L

F o r  a n  A c t  e n t i t l e d :  " A n  A c t  a u t h o r i z i n g  p u b l i c  e n t i t y  i n ­

v e s t m e n t  p o o l s ;  a n d  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e . "

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1.  A S  2 9 . 3 5  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n  t o

r e a d :

S e c .  2 9 . 3 5 . 0 1 5  I N V E S T M E N T  P O O L S .  (a) A  p u b l i c  e n t i t y  

m a y  f o r m ,  o r  b e c o m e  a  m e m b e r  o f ,  a  n o n p r o f i t  c o r p o r a t i o n  o r  

d e s i g n a t e  a n  e x i s t i n g  p o l i t i c a l  s u b d i v i s i o n  a n d  e n t e r  i n t o  

a g r e e m e n t s  w i t h  i t  a n d  o n e  o r  m o r e  o t h e r  p u b l i c  e n t i t i e s ,  

w h i c h ,  i f  i n v o l v i n g  a  n o n p r o f i t  c o r p o r a t i o n ,  a r e  m e m b e r s ,  

f o r  t h e  p u r p o s e  o f  i n v e s t i n g  a n y  f u n d s  i n  i t s  t r e a s u r y  w i t h  

f u n d s  f r o m  t h e  t r e a s u r i e s  o f  t h o s e  o t h e r  p u b l i c  e n t i t i e s .  

A n y  n o n p r o f i t  c o r p o r a t i o n  s o  c r e a t e d  o r  p o l i t i c a l  s u b d i v i ­

s i o n  s o  d e s i g n a t e d  h a s  t h e  a u t h o r i t y  t o  e m p l o y  p e r s o n n e l  

a n d  d o  o r  p e r f o r m  a l l  o t h e r  a c t s  o r  t h i n g s  n e c e s s a r y  t o  

e x e c u t e  t h e  t e r m s  o f  s u c h  a g r e e m e n t s .

( b) F o r  p u r p o s e s  o f  t h i s  s e c t i o n  1 5 ,  " p u b l i c  e n t i t y "  

m e a n s  a  m u n i c i p a l i t y ,  s c h o o l  d i s t r i c t ,  s e r v i c e  a r e a  w i t h i n  

t h e  u n o r g a n i z e d  b o r o u g h ,  r e g i o n a l  s c h o o l  b o a r d  o p e r a t i n g



u n d e r  A S  1 4 . 0 8 ,  a n y  o t h e r  l e g a l l y  c o n s t i t u t e d  p o l i t i c a l  

s u b d i v i s i o n  o f  t h e  s t a t e ,  o r  a n  o r g a n i z a t i o n  w h o s e  m e m b e r s  

a r e  p u b l i c  e n t i t i e s  o r  o f f i c i a l s  r e p r e s e n t i n g  t h o s e  p u b l i c  

e n t i t i e s .

* S e c .  2 .  T h i s  A c t  t a k e s  e f f e c t  i m m e d i a t e l y  u n d e r  A S

0 1 . 1 0 . 0 7 0 ( c ) .

D R A F T  1 / 1 7 / 9 1
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Alaska Municipal League Investment Pool Legislation and Program Justification

The Alaska Municipal League (AML) urges the passage o f legis lation to 
authorize the formation of investment pools under T it le  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 
o f their short-term, "id le ," public funds. The objectives o f the pool’ s 
investments, in order o f p rio rity , will be 1) security, 2) liqu id ity , and 3) return. In the absence of an Alaska " jo int powers act." the AML is 
seeking legis lation to authorize a public entity or a nonprofit corporation to form and enter into agreements fo r the purpose of investing funds.
Many AML member municipalities and school d is tr ic ts  do not have banks in their communities much less investment options. In certain cases, 
municipalities los t fuMs when several banks folded in the 1980’ s because the ir funds were not co lla tera lized . As federal and state financial assistance to municipalities have declined, making the most o f local funds 
through interest revenues continues to be important.
The AML membership of over 125 municipalities passed a resolution in 
November 1989 directing tho AML Board of Directors to investigate the 
fe a s ib i l i ty  o f a municipal investment pool. The AML formed a committee of municipal o f f ic ia ls  to investigate the need and feas ib i l i ty  o f a pool. The 
committee surveyed municipalities and school d is tr ic ts  in June 1990 to 
gather information on local investment practices and interest in 
participating in a pool. Over 50 responses were received indicating:

o Idle funds may be sufficient to form a pool 
o A significant number o f respondents do not have writteninvestment policies 
o Few municipalities and school d is tr ic ts  employ investment professionals 
o Few do not co lla te ra lize their investments o Most respondents invest in a broad variety of investment instruments
o Some respondents indicated that they had investments o f over 2 

years in terms which may not be prudent fo r these public fundus
o An investment pool would broaden the investment options

available to even the most sophisticated, investor municipalities/school d is tr ic ts  
o The less sophisticated municipalities/school d is tr ic ts  would

benefit from safekeeping, yield o f a pool, and professional advice.



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 o ffice or a independent non-profit corporations. The committee is leaning toward using a money market fund 
limited to very secure types o f investments. The return on investments would be improved by increasing volume and term through pooling rather than 
on increasing r isk .
In September 1990, the AML Board authorized tho committee to proceed with 
establishing an investment pool by introducing legis lation and distributing 
a request fo r  p -oposal fo r a firm (s) to assist the AML with managing pool 
and investing the funds on behalf o f entities who choose to participate in 
the pool.
A request fo r proposal from firms wishing to bid on providing 
administration, t ;todial and investment services has been fina lized and 
will be distributed in March. AML is also working with a law firm to develop the necessary legal documents. I f  the leg is lation passes this 
session as planned, i t  is the intent o f the AML to establish the pool and 
accept funds as o f July 1, 1991.
The legis lation would have a zero fisca l note and would not affect the State o f Alaska. Participation in the pool by e lig ib le public entities would be optional. The AML Board of Directors urges the Legislature to pass the 
investment pool legis lation in the F irst Session o f the 17th Alaska State Legislature to enable the AML to immediately begin to improve the efficiency 
and effectiveness o f participants in the investments of their public funds.

sab2:investwhy



Resolution of the Alaska Municipal League 
Resolution No. 90-17

A RESOLUTION SUPPORTING THE CREATION OF A COMMITTEE 
*iO EXPLORE THE DEVELOPMENT OF A STATEWIDE 

MUNICIPAL INVESTMENT POOL
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.

A dop ted  at Annual Business M eeting  o N o vem b er 17, 1989  o Juneau. A laska
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FIDELITY INVESTMENTS NEWS AND ANALYSIS FOR PUBLIC FINANCE PROFESSIONALS

R E C E I V E D

Local Government Investment Pools
By Gimrd Miller and David Maynard

Editor's Note: The recent widely publi­
cized collapse o f  the State o f  West 
Virginia s LG  IP  and ensuing questions 
raised by readers has prompted the 
follow ing article.
Local governments are a major source 
of capital to the money markets. Public 
cash managers earn attractive market 
rates of return by investing their short­
term funds. When interest rates are 
relatively high, as they are now. a 
community's cash management and 
investment program is an important 
contributor to local revenues.

Most local governments invest a 
segment of their short-term funds

LG IPs are now  opera tin g  
in 26 s ta tes a n d  usually  

offer th e  ben efits  o f  daily  
liquidity, m on ey  m arket 

rates o f  return an d  p o r tfo ­
lio d iversification .

directly in government securities, bank 
CDs anil other money market instru­
ments. Local officials also have learned 
to take advantage of the liquidity and 
services offered by their state's local 
government investment pool tLGIPi. 
LGIPs are now operating in 26 states

and usually offer the benefits of daily 
liquidity, money market rates of return 
and portfolio diversification, Generally, 
pools operate like SEC-registered money 
market mutual funds. They combine the 
cash of local governments to invest in a 
diversified portfolio of money market 
securities with earnings paid to partici­
pants in proportion to their total invest­
ment. Not ail pools are alike, however.
Types o f  LG IPs

When measured in terms of asset 
size and participation, the largest local 
government investment pools are those 
overseen by state treasurers or other 
state administrative boards. Presently. 
22 states sponsor and operate an invest­
ment pool for the benefit of their local 
governments. In some state pools, 
flbcai funds are commingled with the

A°P 0
ALASKA MUNICIPAL LEA9U£

state’s liquid assets. In others a 
completely separate fund for localities 
is maintained.

Generally. LGIP inves'ment and 
recordkeeping functions are performed 
by state officials, although several 
states have contracted with private 
firms for investment and administra­
tive services. In some states, an advi­
sory board of local government officials 
provides consultation and input regard­
ing LGIP policies and practices.

In addition to the state-sponsored 
pools, local governments in a few 
states have jointly organized and oper­
ate LGIPs pursuant to "joint powers" 
or "intergovernmental cooperation" 
agreements. Typically, these non-state- 
sponsored intergovernmental pools are 
operated by a private money manage- 

Continued on next page

Treasury Finalizes Arbitrage Regulations
The U.S. Treasury Department will soon release preliminary arbitrage 
regulations governing the calculation of arbitrage rebates. Some highlights:

■ Rebates will be based on a "future value," calculated every five years. 
" No calculation is required if qualified investments earn less than the

issuer’s bond yield.
■ A SI,0(X) computational credit against the rebate will be allowed to 

help issuers defray expenses.
■ Mutual funds are acceptable investments and are used as an example 

in the regulations.
The next issue of INVESTMENT EXCHANGE will discuss the new 
arbitrage rebate regulations in detail.



iti'-T.i firm which often is instrumental 
in organizing and promoting the LGIR 
Unlike SEC-registered money market 
mutual funds, these so-called "joint

powers" pools are governed by separate 
trust agreements and a board of trust­
ees which consists of participating 
local officials.

A final variant of the LGIP is the 
county investment pool, usually oper­
ated by a county treasurer. In California 
and Washington, for example, county 
treasurers are responsible for certain 
locaUchool funds, which are commin­
gled by some counties for investment 
purposes.

Keys to Success
Just as an individual public investor 

must constantly seek safety and liquid­
ity before yield, so too must the LGIP 
portfolio manager focus first on safely 
and liquidity. Local units that invest in 
an LG IP typically expect to be able to 
withdraw funds on a same-day basis 
with no penalty or price loss. Any 
losses in the LGIP portfolio that 
adversely affect investors could jar v 
investor confidence and cause a "run" 
on the pool. Thus, an LGIP portfolio 
generally should he structured lo include 
a broadly diversified mix of high-qualitv.

liquid short-term securities which can 
easily be converted to cash without 
price loss.

In the 15 years since the inception

of the first state-sponsored LGIP. there 
has been only one documented case of 
investment losses by a LGIR This

relatively recent case involved portfo­
lio management that, among other 
practices, failed to observe the short­
term liquidity needs of the pool, invest­
ing instead in long-term securities. 
Although longer-term investments may 
have higher interest rates and produce 
capital gains during periods of declin­
ing interest rates, an LGIP which holds 
long-term securities in a rising-rate 
market may face the problem of price 
losses. If the market price losses are 
realized, the LG I P’s total return will 
suffer and concerned local investors 
may redeem their funds, forcing the 
portfolio manager to liquidate even 
more securities at potentially depressed 
prices. Further compounding this trend, 
yields on competing money market 
securities may attract more funds out 
of pools whose investment portfolios 
may be “locked up" in long-term but 
lower-yielding paper.

K n ow  Your L G IP
When investing in an LGIP. local 

officials should first study the invest­
ment policies and practices of the 
pool, and obtain information regarding 
the portfolio's average maturity. As a 
general rule. LGIPs which follow SEC 
portfolio guidelines for money market



Increasing Interest in Deferred- 
Compensaiion Plans

mutual funds (Rule 2a-7iare unlikely 
to suffer market price shocks: this is 
done hy maintaining the pool's average 
maturity below 120 days and by hold­
ing individual securities with maturi­
ties of less than one year.
Diversification and Credit Research 
I'ays Off

A major advantage of most state- 
sponsored LGIPs is their size. Econo­
mies of scale are generally realized

When investing in an LGIP, 
loca l officials sh ou ld  firs t  
stu dy the in vestm en t p o li­
cies an d  p ra c tic e s  o f  the  

p oo l, an d  obtain  inform a­
tion regarding the p o r tfo ­

lio's average maturity.

through better prices on individual 
securities and defrayal of administra­
tive expenses such as third-party custo­
dial fees. Also, many LGIPs are able to 
purchase diversified portfolios of 
higher-yielding money market securi­
ties such as commercial paper. Fre­
quently. individual municipalities are 
unable to perform thorough credit 
analysis or to diversify their investment 
portfolios adequately on their own. 
However. LGIPs can be managed to 
accomplish these functions on behalf 
of their participants.

The Problem With Hand Proceeds 
Some LGIP officials are anxiously 

awaiting U.S. Treasury Department 
regulations concerning arbitrage invest­
ments of bond proceeds. Presently, 
some statewide LGIPs have instructed 
local governments to avoid using their 
pool for investments of bond proceeds 
subject to federal arbitrage restriction. 
Pools which maintain longer average 
dollar weighted portfolio maturities tin 
excess of 90 days) and are not valued 
to market regularly may not meet the 
Treasury's so called "market price 
rule" and therefore could be inappro-

Deferred-compensation plans allow 
employees to save portions of taeir 
incomes untaxed until retirement. Upon 
retirement, the employee will likely be 
in a lower personal income-tax bracket, 
and will be taxed less.

Congress authorized Section 457. 
public-sector deferred compensation 
plans in the Revenue Act of 1978, 
enabling government workers to save 
for retirement and emergencies. Under 
Section 457 of the Internal Revenue 
Code, a public-sector employee may 
defer up to 57.500 of income annually.

Typically, deferred-compensation 
plans allow the employee to choose to 
have contributions placed in one of 
several investment options, and to 
periodically transfer the assets between 
investment vehicles.

The choices range from straight 
savings options, which are the most 
conservative investments, to mutual 
funds, which are riskier but have the 
potential for higher yields.

Many deferred-compensation invest­
ments are in fixed-rate annuities or in 
guaranteed investment contracts

Deferred-compensation plans are 
meant to supplement, rather than 
replace, other retirement plans. At 
retirement, a plan member has the

priate as a vehicle for the investment 
of bond proceeds. The Treasury's sec­
ond set of arbitrage regulations, to be 
issued later this year, will probably 
address the issue of allocating invest­
ment income received from such pools.
7lie Money Market Mutual Fund 
Alternative

In states that lack an LGIP. money 
market mutual funds can be consiijp 
ered as a viable alternative for local 
government liquidity investments, pro­
vided mutual funds are an authorized 
investment under state statute. Some 
institutional money market funds pro­
vide subaeeounting and arbitrage

option of withdrawing deferred funds 
in a single lump sum. in monthly 
installments or on a schedule based on 
life expectancy.

The Tax Reform Act of 1986 height­
ened interest in deferred-compensation 
plans by placing considerable restric­
tions on the tax deferral for employee 
contributions to individual retirement 
accounts. fl

Illustration by William Canty.

recordkeeping services specifically 
designed for governments, which are 
not provided by most LGIPs.
GFOA Guidance

The Government Finance Officers 
Association's Standing Committee on 
Cash Management has previously 
endorsed local govi rnment use of 
LGIPs and is now studying tne various 
issues associated with proper adminis­
tration and use of LGIPs. Guidelines 
for LGIPs will be issued by the National 
Association of State Trer urers i.NASTi 
later this year. Investment Fxchan\>e 
will provide further information on this 
topic as it becomes available. fl
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A t the Crossroads: 
Private Sector Perspectives 
on Public Sector Investing

L o c a l  g o v e r n m e n t  i n v e s t m e n t  o f f i c e r s  a r e  f a c e d  w i t h  t h e  c h a l l e n g e  o f  a c h i e v i n g  

h i g h  y i e l d s  w i t h o u t  s a c r i f i c i n g  s a f e t y  a n d  l i q u i d i t y .  W h i l e  p r e s s u r e s  o n  p u b l i c  

f i n a n c e  o f f i c i a l s  t o  e n h a n c e  e a r n i n g s  f r o m  i n v e s t m e n t s  w i l l  n o t  g o  a w a y ,  t h e r e  

a r e  s e v e r a l  o p t i o n s  f o r  t h e  p r u d e n t  i n v e s t m e n t  o f  p u b l i c  f u n d s  a t  m a r k e t  y i e l d s .

By David E. Maynard and Priscilla M. Wheatley
federal bankruptcy judge approved 
a settlement that would give 34 

municipalities and school districts nation­
wide about S29 million of the S40.8 
million they claimed was lost when Lion 
Capital Group sought protection under 
federal bankruptcy law [in 1984],.. .The 
settlement means claimants will receive 
about ”3 cents on the dollar.. .. [A]n 
attorney for the school districts said the 
benefits of the settlement 'are extraordi­
nary.' At a hearing in bankruptcy court, 
he called the settlement ‘almost a total 
victory for the school districts and munici­
palities.’

Seventy-three cents on the dollar, a 
victory?

Despite the exposure, publicity and 
education since the demise of Drysdale 
Securities in 19S2, and the lessons to be 
learned from Lion and other failed 
dealers, public sector investors lost again 
in 1985. Lion Capital was one of three 
small government securities dealers to go 
under as a result of multiple pledging of 
collateral; the other two were E.S.M. 
Government Securities Inc. and Bevill, 
dressier & Shulman Inc. E.S.M.\ trustee 
anticipates that settlements could pav 
municipalities in the vicinity of "5 cents 
on the dollar.

Could it happen again? VC’hv have some 
public finance officials altered their 
traditional!) conservative investment 
practices? Has “safety, liquidity and yield" 
become “yield. Iiquidits and safetv" in the 
munis of mans public finance officials?

Are realistic options currently available 
that will help the public sector maximize 
its return while ensuring the safety of 
invested funds? This article examines the 
sources of some of the pressures on public 
finance officials, explores several options 
for prudent investment of public funds at 
market yields and suggests some initiatives 
to be taken over the long term to 
strengthen the public finance profession.

/ nvcsting Public Funds—A Fiduciary 
Responsibility. For most of the 20th 

century, investment of public funds has 
been appropriately considered a fiduciary 
function: that is, the conservation of 
principal is the primary responsibility, 
even if income is to be earaed from invest­
ments. Because of this, most state legis­
latures have controlled the investment of 
public funds by enacting restrictive 
statutes which narrowly define allowable 
investments. In fact, many of those 
statutes bear striking similarity to statutes 
that govern the investment of trust funds, 
and some incorporate the “prudent person 
rule.”

Until the escalation of inflation and 
interest rates during the 1970s and early 
1980s, there was little pressure on most 
public officials to invest revenues. Rates 
of return were generally so low that there 
was little benefit to be gained. The rapid 
rise in interest rates that began in the late 
“Os was concurrent with taxpaser revolts 
that led to passage of tax-cutting measures

such as Propositions 13 in California and 
2Vi in Massachusetts (see Figure I . The 
need to find sources of additional income 
led most local finance officers to step up 
short-term investing. Some treasurers were 
so successful that investment earnings 
became the second or third largest source 
of revenues for their communities.

In the heyday of double-digit rates, 
local treasurers were often reporting 
annualized rates of return in excess of 15 
percent, and many were justly proud of 
hitting the top of the yield curve, 
purchasing one- to six-month certificates 
t c deposit with annualized yields of 18 
percent to 20 percent. Even recently 
elected treasurers without specific invest­
ment training were able to report 
exceptional earnings. The attractiveness of 
above-market yields became even more- 
apparent on the downside, when rates on 
short-term money market instruments slid 
back into single digits from their historic 
highs. Some public sector investors had 
become so accustomed to double-digtt 
returns that, in their quest to maintain 
high rates of return, they invested tunds in 
short-term instruments such as repurchase 
agreements and certificates of deposit 
(CDs) at 25 to 2(10 basis points higher 
than was available in their local markets 
Some substantial investments were made 
without considering the risk factors that 
might have at least partially explained the 
higher welds.

Evers one agrees that safetv of principal 
is still the fundamental goal of publu
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sector investment. However, while chasing 
yields in response to pressures to continue 
generating income, some public sector 
investors appear to have temporarily lost 
sight of the different types of investment 
risk. A U.S. Treasury security is a risk- 
free investment, but only Irom a credit 
standpoint. If it is purchased through a 
broker/dealer or bank, either as a direct 
investment or part of a repurchase 
agreement, the dealer is subject to credit 
risk, and the value of the security will 
fluctuate with changing interest rares. An 
in-state bank CD may be legal, insured 
and collateralized, but that doesn’t pre­
clude the fact that the solvency of the 
issuing institution is critical—no local 
treasurer wants to stand in line waiting 
for the FDIC to settle a claim.

Pome Practical Options. One thing is 
Ocertain: pressure on local government 
finance officers to enhance earnings from 
investments will not go away. Expecta­
tions of both the electorate and local offi­
cials were raised by several years of 
double-digit interest rates and the success 
of many finance officers in managing their 
investments. In many cases interest earn­
ings have become a major component of 
local government revenues. As austerity in 
state and local government continues, the 
focus will be on continuing to produce 
significant investment earnings, notwith­
standing .1 general decline in rates. Given 
this scenario, how can local units achieve 
high yields without sacrificing safety and 
liquidity?

Repurchase agreements. Because some 
public sector investors have experienced 
mapir losses of principal, the use of 
repurchase agreements (repos) has re­
ceived a great deal of publicity. The repo 
market is huge—SI60 billion in average 
daily activity—and generally quite effi­
cient, but safe use of repos hinges on 
proper perfection of the underlying colla­
teral isee “A Few Thoughts About Repos" 
on page IS). Three cardinal rules for their 
use have been suggested over and over:
• know your counterparty,
• take physical possession or independent 

hook entry of the collateral, and
• establish and monitor a margin to 

protect the market value of the 
collateral from interest rate 
movements.
The call for proper perfection bv the 

tiOvernment.il Accounting Standards 
Board, the Federal Reserve and other

Figur# 1
90-DAY TREASURY BILLS AND VOLUME OF ISSUE

Quarterly: March, June, September, and December of each year

OATES(annual Treasury auction volume in billions)

regulators is long overdue, but it has 
created a stumbling block for the public 
sector. Most municipalities still execute 
“trust me" repurchase agreements; that is, 
they do net rake delivery of the repo 
collateral through an independent third 
party, but rather rely on a safekeeping 
receipt from the dealer or its agent, which 
is usually not sufficient to establish legal 
control over the securities. In some states, 
investments in repos without taking 
delivery of collateral may be illegal. 
Collateral should be delivered to an 
independent custodian under the unit’s 
(not the dealer's) control, and there 
should be written agreements between the 
unit and the custodian. A unit might also 
choose to use a custodian which the two 
repo parties agree upon, but again, there 
should be separate written agreements be­
tween each of the parties to protect the 
unit's interest. Local units that have 
collateral delivery mechanisms have found 
that the costs tend to reduce net yields 
below those available from other equally 
liquid and safe investments. In any case, 
lack of perfected delivery results in an 
ownership problem in the truest sense, 
and is not unlike buying a house without 
having the deed propcriv recorded.

Il an efficient, low-cost mechanism for

delivery is not available to a local unit, 
repos should not be considered an appro­
priate investment, especially when other 
liquid investments are available at 
competitive or higher yields.

Direct investments. Some units have 
successfully usee ect purchases of U.S. 
Treasury and government agency obliga­
tions in lieu of repurchase agreements. 
When coupled with federally insured time 
deposits at banks, this type of investment 
program is perhaps the safest in terms of 
credit risk, but may be burdensome to 
manage in order to maintain sufficient 
daily liquidity. Unless the unit is able to 
structure maturities to match its cash flow 
requirements, the portfolio must be 
actively manag.d and traded.

As with any investment program, there 
arc other trade-offs that must be con­
sidered. First, active management of the 
portfolio usually means o vubstanti.il 
investment of time in ..ider to ensure that 
maturities match cash flow,, and effective 
use of swaps and hedges may require a 
significant level of expertise. Second, 
unless securities are purchased directlv 
from the Federal Reserve and held to 
maturity, commissions and custodial costs 
will tend to reduce net yields below those 
of other appropriate alternatives. Finallv.
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Figure 2 
LGIP ASSET GROWTH
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in order to benefit from economies of 
scale, the portfolio must be sizable, thus 
limiting the effectiveness of this option to 
larger public units.

Local government investment pools. In 
the investment area, one of the best 
examples of interlocal cooperation and 
capacity sharing is the local government 
investment pool (LGIP). LGIPs increase 
the efficiency and earnings of local 
government investment programs by 
providing a safe, professionally managed, 
diversified portfolio. LGIPs are, in effect, 
a financial intermediary—a “middle man” 
between local governments and the secur­
ities purchased by the pool on behalf of 
its participants. LGIPs are tailored to meet 
the needs of and specialize solely in 
serving local governments.

When a local government invests in an 
LGIP it purchases “shares" or "units” of 
the pool. Monies from each participating 
entity are combined for purposes of 
investment, but principal and earnings are 
accounted for separately; therefore, each 
participant's funds maintain their own 
identity. Pools are the public sector 
version of money market mutual funds, 
which give individual investors convenient 
access to high-yielding money market

instruments.
LGIPs are usually created by states for 

the benefit of their local units. In most, 
but not all cases, the pool is managed by 
the state treasurer, and it may include 
some state money. The programs vary 
from state to state, but most allow 
deposits and withdrawals at any time, 
usually in any amount, and pay interest 
on a daily basis, net of pool expenses. 
Participation in LGIPs is voluntary, and 
once an account is established, trans­
actions may be executed as often as 
desired. Yields are usually comparable to 
rates on large-denomination money 
market instruments of SI million and 
more and, thus, are normally in excess of 
what most units can earn on their own.

By providing daily liquidity and permit­
ting participants to select virtually any 
denomination for their investment, LGIPs 
alleviate many of the limitations of direcr 
investment in money market securities. 
Most money market instruments are avail­
able only in select denominations w ith 
lixed maturities. Although larger govern­
ment units do some buying and selling in 
the secondary markets and pay 
commissions, most local units purchase 
short-term securities from the original

issuer and hold them to maturity I hc 
costs of premature liquid.it: an can be pro­
hibitive. For example, .1 six-month CD lor 
less than 'I million issued by a nonmonev 
center bank usually pays a below-market 
rate and is not rcadilv marketable to 
another investor. The issuing bjnk may 
refuse to redeem the certificate, or n may 
assess penalties in addition to those 
required by federal regulations.

A significant feature of LGIPs that is 
often overlooked is that they require 
“delivery versus payment" for all securities 
purchases, including repurchase 
agreements. In other words, the pool's 
custodian will not release funds to the 
seller until delivery is made. Thus, the 
pool's investments are "perfected” because 
the custodian has possession of and 
control over the securities on behalf of the 
pool. This should provide comfort not 
only to current participants, but also to 
those units that may be considering the 
use of an LGIP in lieu of repos.

State treasurers in the following states 
sponsor an LGIP which is currently 
operating or is being established under 
recently passed enabling legislation (year 
of creation in parentheses):
California (1977) 
Connecticut (1973) 
Florida (1977) 
Georgia (1981) 
Illinois (1974) 
Maryland (1981) 
Massachusetts (1977) 
Montana (1973)
New Jersey (1978)

North Carolina (19811 Ohio (1985)
Oregon (1974) 
Tennessee (1979)
Utah(1974)Virginia (1981)
West Virginia (1978) 
Wisconsin ( 1977)

Private sector firms have established, or 
are trying to start, pools which are 
independent of state sponsorship in 
several other states, including Colorado, 
New York, Pennsylvania and Rhode 
Island. In addition, school districts in 
Illinois, Minnesota and Pennsylvania may 
use pools formed by their respective state 
school boards with assistance from the 
National School Board Association. All of 
these programs were established and 
operate unde: so-called "joint powers 
statutes."

A recent review of operating pools indi­
cates that acceptance and usage of LGIPs 
has grown rapidly2. Total LGIP assets 
have risen five-fold, from S2.I billion at 
the end of 1981 to S13.0 billion in 
September 1985. During the same period, 
participating units have increased from 
about 2,300 in 11 pools to 6,600 in 17 
pools (see Figure 2). Some states have 
seen the percentage of eligible units 
increase to more than 50 percent; the
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A FEW THOUGHTS ABOUT 
REPOS

Is it wiso to p u rch a se  a c a r w iihout a 
li l la ?  W h a l abou t a  h ou se  w ithout a  
reco rd ed  d e e d ?  P ro b ab ly  n o t— w hon it 
c om es  time to se ll that a sse t, le g a l 
p ro o f o f ow ne rsh ip  is e ssen tia l.

Buying a rep u rch a se  ag reem en t is the 
equ iva len t o l pu rchas ing  any o th e r 
a sse t. T h e  p u rp o se  o f Ihe underly ing 
secu rities— the so -c a lle d  c o lla te ra l— is 
lo  a s s u re  the buye r that the re  is s om e ­
thing o l v a lu e  to se ll o lf  in the even t the 
se lle r rails lo  m eet his ob lig ation s at 
maturity. "P e o e c te d  d e live ry " e s ta b ­
lishes the re p o  buye r's  le g a 1 con tro l o f 
Ihe secu rities b e c au se  Ihe buye r p a y s  
fo r the secu rities on ly  a tte r they h ave  
been  de live red  to the b u y e r ’s agent.

T h e re  is no  p rob lem  with the c red it­
w orth iness  o f Ih e  U .S . T rea su ry  and  
gove rnm en t ag en cy  secu rities p ledged  
by the E .S .M  s  and L ion C ap ita ls  o f  the 
industry. The re a l p rob lem  is o n e  o f 
m ech an ic s— estab lish in g  the leg a l right 
to se ll re p o  c o lla te ra l a s  quickly a s  
p o ss ib le , it n e c essa ry . F ou r com m on  
p rob lem s h a v e  led to pub lic sec to r 
lo s se s :

1. Failure to take delivery versus 
payment. F und s  shou ld  be  re le a s e d  
on ly  upon  d e live ry  o l the secu rities . A 
sa te keep in g  rece ip t from  the s e lle r  o r  its 
agen t is no t en ough  to e s tab lish  leg a l 
con tro l. A lso , the F ed e ra l R e s e rv e  h a s  
n o t s ta ted  ca teg o ric a lly  w hether s a fe ­
keep ing  by  the  trust d epa rtm en t o f  the 
tran sac ting  b an k  is pe rfec ted  d e live ry

2 Lack o l cred it analysis o l /epo 
dealers. Inability to fo re s e e  an  im pend ­
ing in so lv en cy  is u sua lly  Cue to lack  o l 
cred it a n a ly s is . S ecu rities  d e a le rs  that 
a re  s low  lo  re sp ond  o r  re fu se  'o  p rov ide 
aud ited  financia l s ta tem en ts  m ay  be 
trying to  h ide their de te rio ra ting  financia l 
position . S o m e  m ay not b e  lic on seo  to 
d o  b u s in e s s  In ihe sta te . A lso , sm a ll 
d e a le rs  that h ave  g row n sub stan tia lly  w 
a  sh o rt p e riod  o f time and  h a v e  a  sm a ll 
cap ita l b a se , o r  th o se  with n um e rou s  
a ffilia te ! and  substan tia l in te rcom pany  
tran sac tion s  a ls o  m ay  be on  tha bnnk 
o f inso lvency.

P u rc h a s e rs  sh ou ld  insist tha t their 
d e a le rs  com p ly  with tho cap ita l 
ad eq u acy  s ta n d a rd s  o t the N ew  York 
F e d e ra l R e s e rv e  Bank.

3 . Lack o f M itte n trad ing agree­
ments. W ritten m as te r trad ing a g re e ­
m en ts  be tw een  Ih e  unit and  its d e a le rs  
(inc lud ing b an k s  with which it e xecu tes  
re p o s ) a re  s trong ly  re com m ended .
T h e se  d ocum en ts  d e lin ea te  Ih e  
cond ition s to which a ll p a rties h ave  
ag re ed , and  their re sp ec tiv e  ob lig a tion s 
and  responsib ilities . E s tab lish ed  d e a le rs  
o r  b a n k s  sh ou ld  be a b le  to p rov ide  
d ra fts  ot th e se  d ocum en ts  to r rev iew  
nruJ rev is ion  by  the unit.

4 . Fraud on the pa rt o f dealer. F raud  
is a lm os t im poss ib le  to de tec t, e ven  by 
the  m ost soph istica ted  and  expe rien ced  
cred it an a ly st. E ven  s o , lo s s e s  d u e  to 
frau d  shou ldn 't occu r it the first th ree  
p rob lem s  a re  sc ru pu lou s ly  avo id ed .

flights' partiti|>.itiim r ite, pcist.il. is in 
M.iss.n luiscirs,

I (ill’s in.il'lf Inc. tl units tn pi ml their 
resources to obtain prolessiiiit.il invest 
ment in.iii.igeutent, ami. met the p.ist
• let .nit- lt.itc proum themselves .in efficient 
.mil isoiioimt.il alternative hee.uise they 
pros iile-• portfolio diversification.
• stringent credit .m.ilvsis,
• competitive r.ites ol return,
■ tl.ulv liquidity,
• economies of st.ile and
• low overhead.

Ihese features and advantages create a 
persuasive case for using existing I (Ill’s 
instead ol repos, and for the creation of 
similar vehicles in those states where such 
an alternative is not currently available.

Alouev w.irtv/ mutual hunts. A few 
states, such as Michigan. Minnesota and 
Tennessee, allow their local units to 
purchase shares of money market mutual 
funds !.MMK whose authorized invest­
ments meet the state's legal list for local­
ities. Money market funds are registered 
with and regulated by the Securities and 
Exchange Commission, and their 
operations are outside the direct control 
of the states. States which allow use of 
MMFs have recognized the benefits of 
pooling w hich were discussed above, and 
manifest the intent of the Model Invest­
ment I legislation for State and Local 
Governments developed by GFOA’s 
Committee on Cash Management in June 
19.84. The committee’s report included 
sample investment statute language which 
places MMFs on the legal list Of invest­
ments, and sample enabling legislation for 
establishing I.GIPs. (Editor’s note: Copies 
of the Model Investment Legislation are 
available from the committee staff.
Contact Girard Miller at the Chicago 
office of the GFOA.)

Allowing the use of an existing money 
ni.trkc: fund is a sound alternative to 
creating an I GIF, particularly in those 
stales where local government cash flows 
are not sufficient to support an 
independent pool. The approach can he 
refined to ensure that local units reap the 
m.isinuim benefits from management of 
pooled funds hy private sector 
organizations.

To the layman, most MMFs appear 
similar. There are. however, 150 distinct 
funds' winch have varying investment dis­
ciplines. maturity ranges and service 
features. Funds run the gamut from those 
whitli invest solely m I S. Treasury obli­
gations to international portfolios with

varying levels of credit risk. The diversity 
in types of funds and their varying service 
levels is why some states are developing 
parameters co select and approve the use 
of existing MMFs. This approach recog­
nizes the desirability of a state role in 
exerting some control to ensure high- 
quality management and a selection of 
features and services that benefit 
participating local units.

Once enabling legislation is passed to 
allow use of existing MMFs. the 
mechanics of setting up a program are 
relatively straightforward. Investment 
restrictions, features, services and 
reporting requirements can he established 
to limit the universe of eligible funds, and 
a request for proposals issued delineating 
criteria tor approval of funds. To provide 
maximum benefits to local units, a MMF

should offer:
1) Same-djy (as opposed to next-day) 

portfolio pricing and interest stream. 
Public units, like all other insritutional 
investors, expect and require interest earn 
ings on each dollar invested for an exact 
number of days.

2) No minimum investment period or 
dollar value of investment. Units should 
be allowed to invest or redeem any 
amount on any business day, without 
penalty. This feature is especially 
important for smaller local units, which 
may be less certain of their cash (low 
requirements.

3) Unlimited wire transfer and check- 
writing access. While the wire system is 
used primarily by larger participants for 
translers to and from the fund, check- 
writing can be used by large and small
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F ig u r e  3
G O V E R N M E N T  S E C U R IT IE S  D E A L E R  F A IL U R E S  

P U B L IC  F U N D S  A T  R I S K

D e a le r N am e
Year

F a iled Pub lic  Un its A ffec ted
H ow  Much 

at R isk
S e tt lem en t
R e a c h ed

Lom ba rd -W a ll, Inc. 1 9 8 2 New  Yo rk  S la te  D o rm ito ry  
Authority  & o th e r g o v t l.  units

$ 5 2  m illion 6 6  c e n ts  on  
the d o lla r

L ion  C ap ita l 1 9 8 4 3 4  m unic ipa lities & 
s c h o o l d istric ts

$ 4 0 .8  m illion 7 3  c e n ts  c n  
the d o lla r

R T D  S ecu ritie s 1 9 8 4 N Y  m unic ipa lities & 
s c h o o l districts

$ 4 0 +  m illion

E .S .M . G ove rnm en t 
S ecu ritie s  Inc.

1 9 8 5 12 m unic ipa lities $ 1 0 0 +  m illion P ro p o s e d  
ae ltlem en t 

2 3  c e n ts  o n  
the  d o lla r

Bev ill. B re s s le r & 
Sh u lm an  Inc.

1 9 8 5 No m unic ipa lities , but with 
E .S .M . p rec ip ita ted  O h io  and  
M ary land  thrift c rise s . 
M un ic ipa lities ind irectly 
a ffec ted .

TOTAL P U B L IC  F U N D S  AT R IS K : $ 2 3 2 .8 +  m illion

units alike when they wish to capture 
additional turnings from flo.1t.

4) Complementary participant services 
and education. This important but 
generally overlooked area encourages units 
to use the fund and can ensure quality 
and continuity of participant services 
provided by the manager. Among services 
that can be requested are:
• dedicated participant service personnel;
• toll-free telephone lines;
• prompt daily, monthly and year-to-date 

confirmation statements of accounts 
and transactions;

• unlimited transfers between fund 
accounts of identical registration;

• regular reporting to the state treasurer 
or other supervisory amaority on fund 
performance, marketing activities and 
local unit participation;

• educational assistance, special 
publications and a monthly newsletter 
for all eligible participants.
Other criteria which can be used to 

screen funds are availability of special 
serv ices, such as terminal-based sub- 
.wcnunung systems, automatic daily 
sweeps of excess balances in noninterest 
bearin'’, accounts, and direct deposit ol 
state and federal transfer pawnonts hy 
automated clearing bouse. An advisory 
board of local oo.ci.tls, which serves as a 
liaison between the fund and its users, is 
.m ilfectivc mol not onlv tor monitoring

the fund's activities, but also for 
enhancing services and creating new 
features.

The North Carolina jpproach. North 
Carolina provides an example of the trend 
toward state-controlled use of MMFs. 
Because of the volume of local govern­
ment cash flows. North Carolina had the 
option of requiring the establishment of a 
new SEC-registered mutual fund, uniquely 
tailored to meet the needs of North 
Carolina local units.

In 1981, the state legislature amended 
the local government investment statute to 
make “participating shares in money 
market mutual funds [legal] for local 
government investment if the investments 
of the fund arc limited to those qualifying 
for investment hy the State, and if said 
fund is certified hy the Local Government 
Commission.” Through use of a 
competitive bid process, the state made it 
possible for the private sector to assist 
local units. Despite the fact that the fund 
is a legally independent entity regulated by 
the Sl.C, the state oversees its operations 
through the I oca I Government Commis­
sion. which exercises "the authority to 
issue rules and regulations concerning the 
establishment and qualifications of any 
mutual lund for local government invest­
ment." This approach acknowledges that 
the private sector can and will provide 
services when there is opportunitv lor

reasonable profit. But the state retains the 
ability to exercise a lirm level ot review 
and control to protect the best interests of 
us local units.

I11 its three years of operation, North 
Carolina's fund has grown to more than 
SlOb million with more than onc-third of 
eligible units actively using the fund. Its 
success is an indication of the acceptance 
by local units ot this approach and the 
unique alliance between ihe public and 
private sectors.
E xternalizing the Investment Manage­

ment Function. LGIPs and MMFs are 
ways of externalizing pan of a local unit's 
iri.estment function; the purest form of 
e.xternalization, however, is the 
individually managed account through an 
investment management firm.

The external management of public 
funds by the private sector occurs most 
frequently with public pensions. These 
systems have recognized that investment 
advisors offer economies of scale and 
generally superior investment returns 
because they have the resources, staff and 
expertise that most public units usuallv 
are not in a position to duplicate. The 
concept of using an outside advisor for 
managing short-term, fixed-income 
securities, on the other hand, has not been 
considered necessary or justified. This is 
because the investment techniques of this 
discipline ire believed to be relatively un- 
complic.i .d. Two factors, one dramatic 
and the other more subtle, have begun to 
change that perception.

The drama was seen over the past 
several years when more than S200 
million in public funds were at risk as a 
result of investment in repurchase agree­
ments with collapsing securities dealers 
(see Figure 3). In the words of one public 
finance official, "Two hundred million 
dollars would pay for a lot of manage­
ment lees."

More subtle, hut no less important, is 
the trend of innovation in the securities 
markets and the marked increase in 
investment vehicles and strategies that are 
used in managing short-term, fixed- 
income portfolios. The use of zero-coupon 
sec tiroes, options, futures and various 
hedging strategies was fostered within the 
private sector to increase y ield or safety. 
Some ot these new vehicles and techniques 
can he used xuccessfullv In municipalities 
to enhance vicld without sacrificing s.itetv 
or liqiuditv. hut others are nothtnu short 
ol speculative viold-chaetng and have- no 
place m 1 public sector investment

I I SMI VR1 |SSf, • t.oVIHSVDST hscst t Rtviot It*



GFOA'S CASH 
MANAGEMENT COMMITTEE 

NEEDS YOUR HELP

A s an aid to ro so a rch e ts , G FO A 's 
Com m ittee  on  C a s h  M anagem ent is 
com piling re s o u rc e  m a teria ls  on  au th o r­
ized investm ent v eh ic le s  b y  sta te . The 
com m ittee w ill u s e  the da ta  to d e te r­
m ine which v eh ic le s  a re  u sed  un ive r­
sa lly , a s  w e ll a s  how  Ihe  s ta tu tes  d iffe r . 
b e tw een  the  s ta te s . It wou ld be  m os t 
a pp rec ia ted  if re a d e rs  w ou ld  fo rw a rd  a 
c op y  o f their s ta te 's  investm ent s ta tu tes , 
a s  w e ll a 3  an y  interpretive re le a s e s  
which a ls o  m ay  b e  pertinent to. 
T echn ica l S e rv ic e s  Center, G ove rnm en t 
F in an ce  O ffic e rs  A ssoc iation , 180 N. 
M ichigan Ave., Su ite  800, C h icago , IL • 
60601. F ide lity  Investm en ts will re c e iv e  
c op ie s  o f th e se  docum en ts  and win 
a s s is t tho com m ittee  in its e ffo rte .
C op ie s  o f Ihb  listing will be  a v a i la b le  to 
in te rested  re a d e rs  upon com p le tion . , , ,

program with its fiduciary orientation,
Because of the fiduciary nature of 

public funds investment, state statutes 
have generally been structured toward 
narrowing alternatives, rather than 
recognizing prudent innovation. This 
statutory structure and the accompanying 
political environment have not encouraged 
most local officials to keep up with the 
rapid changes and increasing sophistica­
tion of the financial markets. As a result, 
new securities and strategies that are 
appropriate for the public sector go un­
used or may be misused because of lack of 
adequate training.

Although most existing state laws 
would have to be changed to allow the 
externalizntion of short-term funds 
management, localities that now operate 
under prudent person or home-rule 
provisions could take advantage of this 
strategy immediately. Among the benefits 
to be realized are reduction of staff and 
overhead expense, full-time professional 
portfolio management and credit analysis, 
and greater portfolio diversification.
External managers also can provide 
regular market valuation, more and better* 
management reporting, and economical 
procedures for delivering, paying for and 
safekeeping securities, all at a relatively 
low cost. If finance officers are elected, 
external management can provide 
continuity of unestment management 
through transition periods, and free the 
new official to focus on other aspects ol

the unit's financial operations. Finally, by 
virtue of the fact that they are full-time 
investment professionals, outside advisors 
are in a position to pursue more esoteric 
strategies with the unit's concurrence.

Working with an external manager 
allows j  local unit to develop fundamental 
investment guidelines within the prudent 
person rule, to which the manager must 
adhere, with periodic review and revision 
by the unit. In many localities, some 
private institutions traditionally have had 
a vested interest in the fact that the 
municipalities are restricted in their invest­
ment alternatives. A contract which is 
awarded to a qualified investment 
manager based on sealed bids, with 
periodic rebidding of the agreement, could 
substantially mitigate this situation.

W here Do We Go From Here? In a 
political and imperfect world one 

will not find a universally accepted “best" 
approach for the safe investment of public 
funds, especially when local finance 
officers are under political pressure to 
maximize returns within the constraints of 
safety and liquidity. Recent experience has 
shown that the “lowest common 
denominator" approach of state legal lists 
for local units, coupled with collateral 
pledging requirements, has not been suffi­
cient to insure the safety of ali public 
funds. Nor is it expected that the 
development of investment guidelines or 
the externalization of the investment 
function will in the future insure against 
losses due to fraud or malfeasance.

What longer-term initiatives can be 
undertaken by local units to safely 
incorporate innovation and new 
technology in their investment strategy?

Recodt/ication of state investment laws. 
GFOA's Committee on Cash Management 
has created model legislation for this 
purpose. It speaks to the need to expand 
the investment options available to local 
units, and to improve their ability to 
externalize investment management 
through the use of LGIFs and MMFs. It 
also suggests the widespread adoption of 
collateral pools to reduce costs and 
increase the safety of collateralized 
deposits. This three-pronged approach can 
go j long way toward assisting most local 
units.

Increased training. The issue is not 
what to teach to investment officers, but 
rather how to reach the thousands of 
finance officers in the United States with 
an effective program. State college and

university systems could house the effort, 
with a central body such as the GFOA 
orchestrating the development of 
curriculum. Interested private sector indi­
viduals and organizations that have been 
active in this area would be encouraged to 
conrinue their involvement. Funds to 
defray the costs could come from a 
number of sources including the states, 
the private sector and, of course, the 
benefiting officials and jurisdictions.

Better salanes. Public finance is a 
profession. Historically, however, it has 
had a low profile and many localities, not 
recognizing its importance, continue to 
pay salaries that are not substantial 
enough to attract and keep talented indivi­
duals. This false economy will probably 
persist until the public sector recognizes 
the finance officer’s responsibility within 
the community and the potential benefits 
of paying salaries that encourage 
competence and continuity in these 
positions.

Minimum competency. Establishing 
minimum competency standards for any 
profession is fraught with problems, but 
in light of recent losses to public treasuries 
perhaps the time has come to take a closer 
look at this controversial issue. Some state 
associations of finance officers have begun 
to implement certification programs, 
which complement training programs and 
encourage a high level of competence on 
the part of both appointed and elected 
finance officials. Slew programs in Texas 
and North Carolina were described in the 
December 1985 issue of Government 
Finance Review. In New Jersey, Oregon 
and Ontario such programs have been in 
place for a few years. There is, however, 
little specific training in cash management 
skills in any of the above programs. Train­
ing and certification programs also would 
serve to provide a level of comfort to both 
the electorate and public executives.

C onclusion. This article was prompted 
in part by the recent article by J. 

Dwight Hadley in the September 1985 
Government Finance Review, which dis­
cussed New York state's response to the 
repo crisis faced by some of us units. By 
combining the ideas discu îcd in that 
article and this one, several approaches 
begin to emerge.

It is impossible to totally eliminate the 
risk m any investment program—tr.iud, 
abuse and greed are almost impossible to 
detect, and always will be around. The
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goal of ihe public sector should be to 
cre.ttc .in environment which fosters the 
development of investment professionals 
w'.o arc qualified and capable of mini­
mizing investment risk and probability of 
loss. Short-term reactive approaches 
which seek to place even greater 
limitations on public investment officers 
may prove to be very damaging to the 
achievement of this goal. Over the long 
term, practical solutions must be designed 
to attract additional talented individuals, 
provide them with appropriate 
professional training and encourage them 
to remain in the profession. The public 
should be able to assure itself that its 
funds have been entrusted to investment 
professionals, whether they are appointed 
or elected individuals, or outside 
managers.

Public sector investing is at the cross­
roads. The vehicles are there—it’s up to 
finance officials to choose the best 
route.□

r Fidelity Investments
Fidelity Distributors Corporation 
(General Distribution Agent)

NOTES
1 U j/ /  Street Journal, September 6 . 1985.
'Telephone survey o f  operating LG IPs by Fidelity 
Investments. November 1985 .
'Donoghue's Mont y Fund Report, October 2 5 , 1985.

David E. M a y n a rd , an advisor to the GFOA's 
standing Committee on Cosh Management, is a nice 
p-esidenl and group product manager at Fidelity 
Investments of Boston, a privately held investment 
management and discount brokerage firm. He oversees 
the management of LGIP programs for the Common- 
ueallh of Massachusetts and the Stale of North 
Carolina, and is resp visible for the development of 
investment product and programs for the public 
sector on a national basis. P r is c i l la  M . W h e a t le y , 
product manager at Fidelity Investments, is responsible 
lor the daily operations of LGIPs managed by Fidelity, 
and the implementation of neu.- public sector invest­
ment products and services. She uas employed in the 
public sector for 10 years before mining Fidelity, and 
holds an MBA Irnm Clark University and an MA 
front the University n/ Connecticut.

Reprinted with permission of Government Finance Review, 
February 1̂ S6.
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T h e  4 M  F u n d :  A  c o m p r e h e n s i v e  

f i n a n c i a l  s e r v i c e  a l t e r n a t i v e  f o r  

M i n n e s o t a  m u n i c i p a l i t i e s .

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.

H o w  T h e  4 M  F u n d  B e g a n

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.

T h e  P r o f e s s i o n a l  T e a m

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.

A d v a n t a g e s  o f  a  P r o f e s s i o n a l l y  

M a n a g e d  M o n e y  M a r k e t  F u n d

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

•  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

T h e  4 M  F u n d  is a n  I n v e s t m e n t  

O p t i o n — a  C o m p l e m e n t  t o  a n d  n o t  a  

R e p l a c e m e n t  f o r  B a n k  S e r v i c e s

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:

•  a convenient 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.

T h e  4 M  F u n d  C h a r g e s  N o  F e e s

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 
quotes are the net returns the municipality earns.

m
4 M  F u n d  R e p o r t i n g  K e e p s  

M u n i c i p a l i t i e s  C l o s e  T o  T h e i r  M o n e y

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

T h e  4 M  F u n d  O f f e r s  a  R a n g e  o f  

F i n a n c i a l  S e r v i c e s

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.

F i x e d - R a t e  I n v e s t m e n t  S e r v i c e s

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

•  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

•  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 notification as your investments near 
maturity.

F r e e  C a s h - F l o w  M a n a g e m e n t  C o n s u l t a t i o n
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.

C a s h - F l o w  M a n a g e m e n t  S e m i n a r s

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 
July 28 , 1989

MINNESOTA MUNICIPAL MONEY MARKET FUND (4M FUND)

MM CD Total
Balance Balance Assets
$46 ,267,174.39 $86,450,000.00 $132,717,174.39

1-Dav Average 7-Dav Average
Yield 8.72 8.83

30

Da vs
60

Days
90

Days
120

Davs
150

Davs
180

Davs
270

Davs
360

Davs
8 .80** 8.80 8.80 8.80 8.80 8.80 8.80 S.S75

** Nci of all lees
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MPennsylvania LocalGovernment Investment Trust

omzi^-sassBSBisa ^SlS3=5!7DS3Lre:

Here’s how PLGIT can conveniently provide you with:•  Safety•  High Yield•  Liquidity

The Pennsylvania Local Government 
Investment Trust was established in 
1981 as a common-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 meet your various in­
vestment needs: PLGIT, PLGIT/PLUS, 
and PLGIT/TER.M. The original port­
folio, PLGIT, is explained through the 
following Questions and Answers.

W h y  s h o u l d  y o u  b e  I n t e r e s t e d  

In P L G I T ?

PLGIT offers you convenience, high yield, safety, 
liquidity, and free checkwritlng with no m i n i m u m  
balances and no sales charges or transactional 
fees.

W h y  w a s  P L G I T  c r e a t e d ?

PLGIT was created to help local governments and 
school districts benefit from money market interest 
rates. It Is designed to earn high levels of current in­
come on any size investment while meeting all Penn­
sylvania legal requirements for local government and 
school investments.

Tltl'ST PAKTICII'ANT BASE

Cilies i j  V " I

W h o  m a y  u s e  P L G I T ?

All Pennsylvania local governments and schools ai£ 
eligible to participate in the Trust. This may include ,̂ 
boroughs, cities; townships, counties, school distrlp 
area vocational-technical schools, intermediate un̂ ' 
community colleges, municipal authorities, counc'1 
of governments, and other governmental-type 
entities.
W h a t  a r e  P L G I T s  a l i o w a b i e  I n v e s t - *  

m e n t s ?

• United States Treasury Bills
• Obligations of the U.S. Government or any of Its 
agencies or instrumentalities backed by the full fa' 
and credit of the U.S. Government

• Certificates of deposit insured by the Federal De-, 
posit Insurance Corporation (FDIC) or the Federa' 
Savings and Loan Insurance Corporation (FSLIC)

• Certificates of deposit fully collateralized under 
Pennsylvania law.

• Securities described above subject to repurchase 
agreements.



H o w  d o e s  t h e  T r u s t  g u a r a n t e e  

t h e  s a f e t y  a n d  s e c u r i t y  o f  

P L G I T ’s  i n v e s t m e n t s ?

Ihe Trust has the backing of the full faith and credit of 
the United States Government and any of its agen­
cies for all sucti instruments that it holds. For bank 
instruments such as CD's, the Trust will invest only 
with those institutions that are covered by FDIC/ 

FSLIC insurance. All investments m a d e  by PLGIT are 
held under the safekeeping of the Trust's custodian 

bank.

W h a t  a r e  t h e  a d v a n t a g e s  

o f  i n v e s t i n g  in P L G I T ?

PLGIT stands for safety, convenience, and flexibility.

it is a cost-effective investment vehicle that offers you 
cash management services and high m o n e y  market 

rates. Because PLGIT was designed by local govern­
ment officials for the e x c lu s iv e  u s e of Pennsylvania 
local governments and school districts, it meets your 
legal, accounting, and financial requirements as no 

other program can.

1986 Yield Advantage

Pennsylvania Local Government 
Investment Trust

Asset Growth by Year

W h a t  s o r t  o f  t r a n s a c t i o n a l  f e e s  

a r e  i n v o l v e d ?

None. PLGIT participants pay n o  transactional fees or 
sales charges. There Is n o  minimum balance require­
ment. n o  minimum amount of time which you must 
keep your m o n e y  in PLGIT. and n o  limit to the n u m­
ber of checks you m a y  write.

M a y  I o p e n  m o r e  t h a n  

o n e  a c c o u n t ?

Yes. The Trust recognizes that you have strict audit 
requirements. Therefore, w e  have m a d e  it easy to use 
PLGIT and to maintain dear audit trails. O p e n  as 
many accounts as you need, at no cost. All of your 
accounts will receive separate statements, which w e  
will send to you for each transaction, for month end, 

and for fiscal year end.

PLGIT is also quite flexible, with no minimum balance 
requirements and no time requirements on invest­
ments. It is more liquid than CD's and higher yielding 
than bank m o ney market accounts.

W h o  s p o n s o r s  t h e  T r u s t ?

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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W h a t  o t h e r  T r u s t  I n v e s t m e n t  

O p t i o n s  a r e  a v a i l a b l e ?

The Trust has two other investment options, PLGIT/ 

PLUS and PLGIT/TERM.

PLGIT/PLUS is designed to offer a higher yield than 
PLGIT and is structured on a larger investment scale. 
A  S100,000 minimum initial investment is required 
with a minimum investment period of 30 days. More 
than 375 Trust participants currently have over SI 75 

million invested in PLGIT/PLUS.

PLGIT/TERM is a unique high-yielding investment o p­

tion designed specifically for your longer-term in­
vestment needs. It offers a fixed-term investment at a 

fixed rate for up to one year. The minimum invest­
ment in PLGIT/TERM is $ 100,000.

H o w  d o e s  t h e  T r u s t  o p e r a t e ?

The following professional firms and organizations 

provide all day-to-day services for the Trust:

The V ang u a rd  G roup. Inc.. of Valley Forge acts as the 
administrator and distributor for PLGIT Vanguard has 
extensive experience in performing necessary ad­
ministrative and marketing functions and has had its 
o w n  family of mutual funds since 1928. The 

Vanguard Group of Funds has assets in excess 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 a n a g e m e n t  (PFM ) o f Philadelphia 
performs all Investment advisory duties for PLGIT. 
PFM, formed in 1975. is very active in public 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 

P F M  in 1986.

P hiladelph ia  N a tio n a l Bank (P N B ) is the custodian , 
and check clearing agent for PLGIT. P N B  is a memb' 
of CoreStates Financial Corporation with assets in 

excess of S 14 billion.

Price W a te rh o u se performs all auditing services for 
the Trust.

Saul. Ew ing. R em ic k  a n d  S a u l of Philadelphia pro­
vides the Trust with legal counsel.

H o w  c a n  I f ind o u t  m o r e ?

Complete the attached business reply card and re­
turn it to us. Or call us toll fr e e . I -800-572-1472,^. 
an information package that will include more detal1’1 
on PLGIT. PLGIT/PLUS. and PLGIT/TERM. If you wish 
the Trust will send a list of participants in your area f 
you to review. Our representatives will be happy to 
show you all the advantages that PLGIT and the Trt 

can provide.

(for more information please see 
Portfolio Profile on back)



W h a t  Is  I t ?

Ilirliiw.i Public A|*ciicy Invrstmt’nl Trust is a pro- 
I' mi in,illy managed investment trust created uruk-r 
Iowa l.iw lot i ihes i Hy utilities.ind count tes The Trust 

provides I'.iilu iputing public agencies .1 toady vclm le 
Ini iin- investment ol -.Inwt term i .ish linuls

W itA i  Is Its P u r p o s e ?

the purpose of the Trust t*. to increase the interest 
earning, of public agoru tes by providing.! safe nnd 
e-isy moans ol investing .my .imount ol idle funds lor 
.my period ol lime up to UO days.it rules nlteii higher 
Ilian tun tie olil.lined by u single public agency

Mow Is It Organizk)?
I lie Trust is ost.iblished under town l.iw pursuant 

to ( liu|i|er Ml iinrl set lions Pi I ViS nnd TfM 2 I ||W/|. 
wlni h authorizes Cities. Counties und City Utilities to 
I*miiIIv invest then lunds Participating puhlit agencies 
i ontri'l the |)ro|;r;iin through a Hoard ol Trustees that 
includes three < ity lepresentalives. throe county ropre- 
seni.itives and three• Hy utility representulives The 
IT Mill ol Trustees operates I he Trust thinugh Ihe 
sovii esnl u piolessionul investment Adviser, a Trust 
i list, h Iiuii .nut a t rust Administrator The assets of the 

I nr t are owned by the participating public apenc tes 
whir h invest m  the Trust

Wiiai Art The Benefits?
A nuinher ol betieltls will a< i rue to public, agencies 

that elca I to participate in the Trust Among them are 
the Ii .Mowing

SAIT.IY The Trust will divc'rsily its investments among 
a vniiely of piolesslonally selected securities of the 
hilthesl (|iiahly that come due at dillercnt times The 
trust invests only in pcrmilled investments as speci­
fied lor public ngem ies by Iowa law T his means 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 filled nut. author i/at ions to sign, snfokeep- 
uif, arrangements lobe made or detailed records lotre 

maintained Money can also be withdrawn Irorn the 
Trust at any time with equal ease 

COMIT.TIItvr. RI-TURNS Ity coinhmine, the resources 
ol many public agent tes. the Trust c an purchase secure 
ties in larger denominations lh.it yield higher icturns 
Ihis i ombined with continuous. day-to-day proles- 
smn.il management ol the Trust s investments will 
yield higher returns

I IOUIDITY Iteianse public agencies investing in the 
liusl c an 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, lor a lew 
days, ot lor longer periods with the lull knowledge that 
tl an unanlit ipaled need lew hinds occurs, money is 
readily available without nsk 
N O N  IAX Rl VI NUT. I very additional dollar earned 
through investment means one less prnpeily lax dollar 
must Ik- i.nsed
RI.UUl II) 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 
RECO R D  KEEPING TheTrust will provide complete 
record keeping lor all 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 Is Interest Paid?
Interest will vary based on ihe underlying securities 

purchased Daily rales are quoted toll-free by phone 
Interest is earned ami compounded daily, and is paid 
oi credited lo principal the lust ol every month

How Are Investments Made?
A single ti Tl Iree telephone call to Ihe Trust Admin­

istrator is all that is required to make an investment in 
or withdrawal Irom IheTrust With prior authorization, 
money rati be transferred automatically between Ihe 
public agency's local financ ial institution and the Trust 
Transactions aie confirmed Ihe following day in writing 
and are summarized in a monthly statement to the 
public agenc y

How Does A Puw.ic Agency Join?
Participation in Ihe Trust is easy 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 is provided by the Trust

2 A simple one page application must be prepared 
and lor warded lo the Trust together with a copy of 
the resolution.

NOTK- Public Hi’ r i ic ic s  c.in open n in re  ih .in  onn ncco ilfil lo
p ro li f ic  lo r M’ jp c i’ .i lio n  o l fum ls. |nm inq tlto I ru s l w ill 
o p rn  on Im rs lm on l account lo r the* public »i£*ftuv. b ill 
c r r . i f r s  no lu tth rr ob li'j.ilion s Thori' K  no co**l lo r joining 
the  I r u s l

To male applic.itii >n or lo obtain .iddilinnnl informa- 
tion pleaseront.il I the Trust Administrator 

Rill Pice Number I Ml 10 M /2 toy.) 
local Number |'»r>| 2-IT t.Mfi 

or return altac liedr ard h i 
lowal’iiblu Agent y liive-.lmc nl lor.I 
( () Norwesl liaiil. Des Mnini ". N A  

(H \ Walnut Street I’O  I t o x K t /
Des Mnmes. Iowa riOtt)T
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B o a h d  O k  T h u s  m  s
Roller I Rasmussen Mayor Fairfield. Cli«iir(K.*rsi>ii 
Millie l.loyd, Sii|h vivist>r. Hardin Co Vite Chairperson 
Inn Ahrciiholl/. OIIk v  Manager Denison Municipal 

UlllltlOV. InislLV 
It ny l .unpie Manager MaqtlokiT.i Municipal I loctric 

llllSlCC
Robed I limit >p, Mayor iJr.mi’i- City. ITuslee 
I’.ilnt i.i A I ess. Cornu ilporsut), l.ulle lice, I’ruslee 
Melvin Mill'. Iie.isuiei Poweshiek C o . Tnisloe 
M.uy Uic balds. lo Alloiney. Story Coimly, litislee 
ConnieStickling,CilyAdminisiralor. bieston, Imslee 
Rohei 1 1 I.ii ji ! , executive Director, Iowa A sm x i . i I i o i i  ol 

Miinicip.il Utilities. Fx Iillii 10 Meinliei 
.mil Secretary
executive Director. League ol Iowa 
Municipalities, i .x-Olln M  Member 

.mil Treasurer
executive Director. Iowa 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

A s  T r u s t  A d v i s o r 
Investors Management Group, Ltd 

720 Liberty building 
Sixth and Grand 

Des Monies. Iowa 50209

As T r u s t A d m i n i s t r a t o r 
N orwesl Bank Des Moines, N.A.

666 Walnut, b O  box827 
Des Moines. Iowa 50204

As  T r u s t  C u s t o d i a n .
Norwesl Bank Des Moines, N A.

666 Walnut. b O  box 827 
Des Moines, Iowa 50204

A S  LLGAI. COUNSLL:
Ahlers, Cooney. Dorweiler.
Haynie. Smith & Allbee 

100 Court Avenue 
Des Moines, lov/a 50209

A s In D L P L N D L M  ACCOUNTANTS: 

beat. Marwick. Main & Co 
2500 Ruan Center 

Des Moines. Iowa 50200

F o r  In v e s tm e n t  In fo rm a t io n  
C a l l

l o l l  F le e  1 8 0 0 1 8 7 2 - 1 0 2 1  
In  D e s  M o in e s  ( 5 1 5 1 2 4 5 - 2 2 1 5

Io w a  P u b l i c  A g e n c y  

In v e s t m e n t  

T r u s t

A Casli M anagement Se rv ice  
l o t Iowa Cities, C oun lie s  and City U tilities

S p o n s o r e d  tty 
Io w a  A s s o c ia t io n  o f M u n ic ip a l U t i li t ie s  

Iow a  S la t e  A s s o c ia t io n  o l  C o u n t ie s  
i e a g u e  o f  Io w a  M u n ic ip a li t ie s



( O  R I) IN A N C e / 0  R D R r / R e S  O L LT 10  N) 
A uthorizing Joint Investment 
of Public F unds

(this "Governmental Entity") is a "local government” 
within the meaning ot The Interlocal Cooperation Act. Article 4413(32o. Vernon's Texas C ivil 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 o f public funds o f 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 o f 19X7. Article 
K42a-2. Vernon's Texas Civil Statutes, as amended (the "Public Investment Act"), to invest its public funds 
in any o f the obligations or securities described in section 2 or 3 o f the Public Investment Act. as amended.

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

WHEREAS, this Governmental Entity therefore desires to authorize the joint investment o f 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") 
O F ___________________________________THAT:

Section 1. A u th o riza tio n  o f  C o n tract. The terms o f 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 o f the Board o f Trustees) o f the Governmental Entity is hereby authorized 
and instructed to execute and deliver, and the [Secretary/County Clerk/Secretary o f the Board o f Trustees] 
o f 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. A u th o riza tio n  o f  Investm ents. Upon the execution o f the Interlocal Contract by this 
Governmental Entity, each officer and employee o f this Governmental Entity who is designated to be 
responsible for the investment o f public funds o f this Governmental Entity pursuant to Article 44-13(34c). 
Vernon's Texas C ivil Statutes, as amended (the "Investment Procedures Act"), is authorized to transfer 
public funds o f 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 o f any Series other than the initial Series 
created by the Interlocal Contract. (1) the funds o f 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. A ll 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 i f  such policies 
and procedures expressly authorized such transfers as direct investments o f public funds o f this 
Governmental Entity.

' ^  Local
Government 

/  Investment Fund 
for Texas

WHEREAS.



Section 3. Vn//< cs. Etc. A ll 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 o f this Governmental Entity who at the time is designated 
pursuant to the Investment Procedures Act as responsible for the investment o f public binds of this 
Governmental Entity.

Section 4. F u rth e r  \< rv. Each officer o f this Governmental Entity is hereby authorized to take any and all 
action necessary to effect the Interlocal Contract and jo int investments authorized hereby and to perform any 
obligation o f this Gov ernmental Entity thereunder.

Section 5. R ep e a le r. A ll 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.

G o v e rn m e n ta l E n tities  in terested  in p a rtic ip a tin g  in the F u n d  m ay u tilize  the fo ry o m y  resolution  o r  yon m ay  
crea te  y o u r  ow n. The p rovis ions lis ted  helow  a re  p ro v id e d  f o r  y o u r convenience a n d  should  he inc luded  in  
any  reso lu tio n  c re a te d  hy p a rtic ip a tin g  lo c a l entities.

Provisions to be Included in A ction A uthorizing 
the C ommon Investment C ontract C reating the 
L ocal G overnment Investments F und for T exas

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

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

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

9
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O R E G O N  S T A T E  T R E A S U R E  

L O C A L  G O V E R N M E N T  I N V E S T M E N T  P O O L



T H E  L O C A L  G O V E R N M E N T  I N V E S T M E N T  PO O L

T n e  O r e g o n  L o c a l  G o v e r n m e n t  I n v e s t m e n t  P o o l  w a s  c o n c e i v e d  a t  a  

m e e t i n g  o f  C o u n t y  T r e a s u r e r s  i n  t h e  f a l l  o f  1 9 7 2 ,  w h e n  s o m e o n e  a s k e d  

" H o w  c a n  w e  i n v e s t  i n  t n e  s a m e  t i l i n g s  t h e  T r e a s u r y  d o e s ? "  T n a c  

q u e s t i o n  w a s  a n s w e r e d  i n  t h e  1 9 7 3  L e g i s l a t i v e  S e s s i o n  w i t h  t n e  

p a s s a g e  o f  e n a o l i n g  l e g i s l a t i o n  ( O R S . 2 9 4 . 0 3 5 )  s p o n s o r e d  b y  t h e  S t a t e  

T r e a s u r e r .

B r i e f l y ,  t n e  A c t  d i r e c t e d  t h e  S t a t e  T r e a s u r e r ,  a s  C h i e f  

I n v e s t m e n t  O f f i c e r  f o r  t n e  S t a t e ,  t o  i n v e s t  m o n i e s  f o r  t h e  p u r p o s e  o f  

i n v e s t m e n t .  F u r t h e r  l e g i s l a t i o n ,  p a s s e d  i n  1 9 7 9 ,  p e r m i t t e d  t n o s e  

f u n d s  t o  b e  c o - m i n g l e d  w i t n  t n o s e  o f  t h e  S t a t e  E x c e s s  F u n d .  T n i s  

m e r g e r ,  w h i c n  t o o k  p l a c e  i n  A u g u s t  1 9 7 9 ,  c r e a t e d  t h e  n e w  O r e g o n  S h o r t  

T e r m  F u n d .

T n e  O r i g i n a l  A c t  a l s o  a u t h o r i z e d  t n e  f o r m a t i o n  o f  t n e  L o c a l  

G o v e r n m e n t  I n v e s t m e n t  B o a r d ,  w n i c n  a d v i s e s  t n e  S t a t e  T r e a s u r e r  a n d  

t n e  O r e g o n  I n v e s t m e n t  C o u n c i l  r e g a r d i n g  m a n a g e m e n t  o f  t h e  I n v e s t m e n t  

P o o l .  T n e  B o a r d  c o n s i s t s  o f  s e v e n  m e m b e r s :  t n e  S t a t e  T r e a s u r e  ( o r  

D e p u t y  S t a t e  T r e a s u r e r ) ,  t h r e e  p u b l i c  m e m b e r s ,  a n d  t h r e e  f i n a n c e  

o f f i c e r s  o f  L o c a l  G o v e r n m e n t  U n i t s .  T h e  p u b l i c  m e m b e r s  a r e  a p p o i n t e d  

b y  t n e  T r e a s u r e r ;  t n e  o t n e r  t n r e e  m e m b e r s ,  r e p r e s e n t i n g  c i t i e s ,  

c o u n t i e s ,  a n d  s c n o o l  d i s t r i c t s ,  a r e  a p p o i n t e d  b y  t h e  G o v e r n o r  u p o n  

t n e  r e c o m m e n d a t i o n  o f  t n e  L e a g u e  o f  O r e g o n  C i t i e s ,  t h e  A s s o c i a t i o n  o f  

O r e g o n  C o u n t i e s ,  a n d  t n e  O r e g o n  S c h o o l  B o a r d s  A s s o c i a t i o n ,  

r e s p e c t i v e l y .  M e m b e r s  s e r v e  f o u r  y e a r  t e r r a s .

I n  l a t e  1 9 7 3 ,  a n  A d  H o c  C o m m i t t e e  w a s  a p p o i n t e d  b y  t h e  S t a t e  

T r e a s u r e r  t o  d e t e r m i n e  e x a c t l y  w n a t  s e r v i c e s  t n e  P o o l  s n o u l d  p r o v i d e  

a n d  h o w ,  w i t h i n  t n e  l a w ,  t n e  P o o l  w o u l d  o p e r a t e .  T h i s  c o m m i t t e e  w a s  

c o m p o s e d  o f  b a n k e r s  a n d  L o c a l  G o v e r n m e n t  f i n a n c e  O f f i c i a l s .
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Deposit s or w i t h d r a w a l s  snould be made as early as possible in tne 

morning a n d  must be made no later tnan 11:00 a.m. if tney are to pe 

included in tne current day's work.

A  M I N I M U M  O N E  D A I r A D V A N C E  N O T I C E  T O  T H E  P O O L  I S  R E Q U I . R E D  F O R  D E P O S I T S  

O R  W I T H D R A W A L S  O F  $ 1 , 0 0 0 , 0 0 0  O R  M O R E .

A C C O U N T I N G  A N D  R E P O R T I N G

T n e  a c c o u n t i n g  s y s t e m  i s  t w o  f o l d :  o n e  s y s t e m  d e a l s  w i t n  t n e

t r a n s a c t i o n s  w i t n i n  t n e  P o o l  a n d  t n e  o t n e r  d e a l s  w i t n  t r a n s a c t i o n s  t o  

a n d  f r o m  t n e  P o o l  w i t h  L o c a l  G o v e r n m e n t s .  W i t n i n  t h e  P o o l ;  a  d a i l y  

a c c r u a l  m e t h o d  o f  a c c o u n t i n g  f o r  e a r n i n g s  i s  u s e d .  T n e  e a r n i n g s  a r e  

t n e n  s e t  a s i d e  i n  a n  a c c r u e d  e a r n i n g s  a c c o u n t  f o r  r a o n t n l y  c r e d i t  t o  

t n e  L o c a l  G o v e r n m e n t ' s  a c c o u n t .  I n t e r e s t  e a r n e d  d u r i n g  t n e  m o n t n  i s  

c r e d i t e d  t o  t h e  a c c o u n t  o n  t n e  f i r s t  w o r K i n g  d a y  o f  t n e  f o l l o w i n g  

m o n t n .

T n e  P o o l  m a y  d e d u c t  u p  t o  1 %  o f  t n e  i n c o m e  r e c e i v e d  f r o m  e a r n i n g s  

a s  a  f e e  t o  r e c o v e r  e x p e n s e s .  T h i s  d e d u c t i o n  i s  m a d e  f r o m  t o t a l  P o o l  

e a r n i n g s  p r i o r  t o  t n e  d i s t r i b u t i o n  o f  e a r n i n g s  t o  p a r t i c i p a n t s .  

B e c a u s e  o f  r e c o r d  e a r n i n g s  o v e r  t n e  p a s t  y e a r ,  a  s u r p l u s  h a s  a c c r u e d  

t o  t n e  a c c o u n t  a n d  t n e  c n a r g e  w i l l  b e  s u s p e n d e d  f o r  a p p r o x i m a t e l y  o n e  

y e a r .

E a c n  m o n t n ,  L o c a l  G o v e r n m e n t  p a r t i c i p a n t s  r e c e i v e  s t a t e m e n t s  

s n o w i n g  d e p o s i t s ,  w i t h d r a w a l s  a n d  e a r n i n g s  d i s t r i b u t e d  t o  e a c h  

i n d i v i d u a l  a c c o u n t .  I f  d i s t r i b u t e d  e a r n i n g s  a r e  n o t  w i t h d r a w n  f r o m  

t n e  a c c o u n t ,  a  c o m p o u n d i n g  o f  i n t e r e s t  a n d  o t n e r  i n c o m e  o n  a  m o n t h l y  

o a s i s  r e s u l t s .

S E T T I N G  U P  A N  A C C O U N T

B e f o r e  u s i n g  t n e  L o c a l  G o v e r n m e n t  P o o l ,  a  L o c a l  G o v e r n m e n t  u n i t  

m u s t  o o t a i n  w r i t t e n  c o n s e n t  o f  t n e  g o v e r n i n g  D o d y  b y  r e s o l u t i o n ,  

o r d i n a n c e  o r  o t n e r  a p p r o p r i a t e  m e a n s .  T n e  L o c a l  G o v e r n m e n t  o f f i c i a l  

( t n e  p e r s o n  a u t n o r i z e d  D y  t n e  L o c a l  G o v e r n m e n t  u n i t  t o  m a k e  P o o l
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t r a n s a c t i o n s )  s n o u l d  t h e n  c a l l  t n e  P o o l  t o  o o t a i n  a n  a c c o u n t  n u m b e r .  

O n c e  t n e  a c c o u n t  n u m b e r  h a s  b e e n  o b t a i n e d ,  P o o . l  t r a n s a c t i o n s  m a y  b e  

m a d e  a s  e x p l a i n e d  a b o v e .  A  w r i t t e n  c o n f i r m a t i o n  o f  e a c h  t r a n s a c t i o n  

m u s t  b e  s e n t  t o  b o t h  t h e  l o c a l  b a n k  a n d  t h e  P o o l  ( s a m p l e  f o r m s  a n d  

e x p l a n a t i o n  o f  r e p o r t s  a v a i l a b l e  t o  P o o l  p a r t i c i p a n t s  o n  r e q u e s t ) .

O T H E R  S E R V I C E S  - P R O V I D E D  B Y  L G I P

I f  y o u  w o u l d  l i k e  f u r t h e r  i n f o r m a t i o n  o n  a n y  o f  t h e s e  s e r v i c e s ,  

p l e a s e  c a l l  t h e  P o o l  s t a f f  a t  1 - 8 0 0 - 4 5 2 - 0 3 4 5  ( t o l l  f r e e ) .

1 .  M U L T I P L E  A C C O U N T S  -  I f  a  L o c a l  G o v e r n m e n t  u n i t  h a s  s u b - a c c o u n t s  

w h i c h  i t  m u s t  s e g r e g a t e  f r o m  i t s  r e g u l a r  f u n d  b e c a u s e  o f  L E G A L  

R E Q U I R E M E N T S  ( f o r  e x a m p l e :  a  b o n d  a c c o u n t )  i t  m a y  r e q u e s t  

s e p a r a t e  a c c o u n t s  f o r  t n o s e  f u n d s .  B e c a u s e  o t  a d d i t i o n a l  c o s t s  

t o  t h e  a d m i n i s t r a t i o n  o f  t h e  P o o l  w h i c h  m u s t  b e  b o r n e  b y  a l l  

p a r t i c i p a n t s ,  m u l t i p l e  a c c o u n t s  S H O U L D  N O T  b e  u s e d  s i m p l y  f o r  

c o n v e n i e n c e  i n  a c c o u n t i n g .  I n t e r e s t  a l l o c a t i o n  o f  v a r i o u s  

s u b - a c c o u n t s  w i t h i n  t h e  L o c a l  G o v e r n m e n t  u n i t  m a y  e a s i l y  b e  m a d e  

u s i n g  m o n t h l y  r e p o r t s  p r o v i d e d  b y  t h e  P o o l .  F u r t h e r  i n f o r m a t i o n  

o n  t h i s  p r o c e d u r e  m a y  b e  o b t a i n e d  b y  c a l l i n g  t h e  P o o l  s t a f f .

2 .  D I R E C T  T R A N S F E R - O F  W A R R A N T S  -  I n  o r d e r  t o  m a x i m i z e  e a r n i n g s ,  

L o c a l  G o v e r n m e n t  p a r t i c i p a n t s  m a y  n a v e  c e r t a i n  s t a t e  w a r r a n t s  

d e p o s i t e d  d i r e c t l y  t o  t h e i r  P o o l  a c c o u n t s  o n  t h e  d a t e  t h e  

w a r r a n t s  a r e  i s s u e d .  T h o s e  r e c e i p t s  a r e  a s  f o l l o w s :

S C H r -'I'- C G T S  -  B A S I C  S C H O O L  S U P P O R T  ( m o n t h l y

A u g u s t  a n d  M a y )

C O M M U N I T Y -  C O L L E G E S  -  F T E  ( q u a r t e r l y )

-  C O N S T R U C T I O N  ( w h e n  i s s u e d ) *

C I T I E S -  C I G A R E T T E  ( m o n t h l y )

-  L I Q U O R  ( m o n t n l y )

-  H I G H W A Y  ( m o n t n l y )
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C O U N T I E S  -  C I G A R E T T E  ( m o n t h l y )

-  L I Q U O R  ( m o n t h l y )

-  H I G H W A Y  ( m o n t h l y )

-  M E N T A L  H E A L T H  ( m o n t n l y )

-  S E V E R A N C E  T A X  ( t r i - a n n u a l l y )

-  S T A T E  F O R E S T R Y  ( q u a r t e r l y )

-  F E D E R A L  F O R E S T R Y  ( a n n u a l l y )

-  V E T E R A N S  P R O P E R T Y  T A X  R E L I E F  

( a n n u a l l y )

-  C I R C U I T  C O U R T  ( a n n u a l l y )

-  C I T Y  R E V E N U E  S H A R I N G  ( q u a r t e r l y )

-  9 1 1  E M E R G E N C Y  F U N D S  ( q u a r t e r l y )

U p o n  d e p o s i t  o f  c h e s e  w a r r a n t s ,  t n e  P o o l  w i l l  s e n d  t h e  L o c a l  

G o v e r n m e n t  u n i t  a  s t a t e m e n t  o f  r e c e i p t s  a s  n o t i f i c a t i o n  o f  i t s  

d e p o s i t  i n t o  t n e  P o o l .

3 .  I N T E R - A C C O U N T  T R A N S F E R S  -  L o c a l  G o v e r n m e n t  u n i t s  w h i c h  r a a K e

d i r e c t  p a y m e n t  t o  o t n e r  L o c a l  G o v e r n m e n t  u n i t s  w i t h i n  t n e  s t a t e  

m a y  m a k e  d i r e c t  t r a n s f e r s  t o  a n y  L o c a l  G o v e r n m e n t  u n i t  w h i c h  h a s  

a  P o o l  a c c o u n t .  F o r  e x a m p l e :  a  c o u n t y  m a y  r a a x e  a  d i r e c t

t r a n s f e r  o f  f u n d s  t o  i t s  c i t i e s ,  s c h o o l  d i s t r i c t s ,  o r  s p e c i a l  

d i s t r i c t s  b y  r e q u e s t i n g  t n a t  t n e  P o o l  d e b i t  t h e  c o u n t y ' s  a c c o u n t  

a n d  c r e d i t  t n e  o t h e r  p a r t i c i p a n t s  a c c o u n t .  T h e  c o u n t y  o r  

t r a n s f e r r i n g  u n i t  w i l l  p r o v i d e  n o t i f i c a t i o n  t o  e a c h  L o c a l  

G o v e r n m e n t  u n i t  i n v o l v e d .

L o c a l  G o v e r n m e n t  u n i t s  a r e  e n c o u r a g e d  t o  c a l l  t h e  P o o l  a n y  t i m e  t h e y  

n a v e  q u e s t i o n s  c o n c e r n i n g  t n e  P o o l  o p e r a t i o n s ,  i n t e r e s t  r a t e s ,  

a c c o u n t  D a l a n c e s ,  o r  o t h e r  r e l a t e d  m a t t e r s .



PORTFOLIO RULES FOR THE OREGON SHORT TERM FUND

The following rules apply to the desired future po rtfolio 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 n e w  rules only when prudent investment 
policy dictates lc 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 o r  less or to M a s t e m o t e  agreements.
B. No delaye d 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 in over 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 Tr ea s u r y  and/or Agency Securities.
B. No m o r e  than 507 of the actual portfolio may be in any one of the following:

i. commercial paper; ii. repurchase agreements; iii. 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 perm it ted  TCD of $100,000.
B. Banks with deposits of $2,000,000 or more perm it te d TCDs of up to 51 of deposits.
C. Current, limit of $100,000 TCD in each Savings &  Loan unless 1007. collateral posted.

5. BANKERS ACCEPTANCES AND NEGOTIABLE CERTIFICATES O F  D E P O S I T .
X. 2.57. m a x i m u m  of actual portfolio per issuer in domestic bank Bankers Acceptances.
B. 2.57 maxi mu m of actual portfolio per issuer in domestic bank Negotiable Certificates

of Deposit.
C. L i m i t e d  to approved banks.
D. Negotiable Certificates of Deposit limited to O r e g o n  institutions only. '

6. COMMERCIAL PAPER
X . Up to 57 or actual portfolio per issuer in do mestic paper.
B. A-2 r a t e d  conmercial paper.

i. N o  more than -107 of actual portfolio, 
ii. N o  A-2 rated commercial paper may mature in over 93 days,

iii. Purchases may be made from approved list only: Louisiana Pacific, Pacific 

P o w e r  & Light.

7. REPURCHASE AGREEMENTS *
JT. C u r r e n t  net worth of firm must be over $2,500,000.
B. Firm  mu s t  be on approved list and must have si gn ed  Repurchase Agreement..
C. R epurchase agreements must equal no more than 2 Z  of liabilities of firr.
D. Any additional firms must be approved in w r i t i n g  by the Treasury Department. t
E.' All collateral for repurchase agreements must b e  either delivered to the Treasury s 

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

F. C o l l a t e r a l Sfor"repurchase agreements must not b e  of lesser quality than otherwise

per mi tt ed by the guidelines.

8. REVERSE REPURCHASE AGREEMENTS
X . M a x i m u m  maturity of 6 months.
B. M a x i m u m  total of $100,000,000.
C. Net w o r t h  of firm must be over $50,000,000.
D. Firm must be on approved list and have signed Repurchase Agreement.
E. R ev erses must equal r.o more than 27 of liabilities ox linn.

9 OTHER
JT.— H a s t e m o t e  agreements must be individually approved by the Oregon Short Term 

Fund Board.



L O C A L  G O V ER N M EN T 
IN V E S T M E N T  PO O L

294.805 D efin itio n s  fo r  ORS 294.805 to  
29-1.895. As used in ORS 294.805 to 294.895:

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

(2) "Council” m eans the  Oregon Invest­
ment Council created  under ORS 293.706.

(3) "Funds” m eans funds under the control 
or in the custody or any local governm ent 
official by v irtu e  of office th a t  are not re ­
quired to m eet cu rren t demands.

(4) "Investm ent officer" m eans the S ta te  
T reasurer in capacity  as investm ent officer for 
the council and  the  investm ent pool.

(5) "Investm ent pool” m eans the aggregate 
of all funds from  local governm ent officials 
th a t are placed in the custody of the invest­
ment officer fo r investm ent and reinvestm ent 
as provided u n d e r  ORS 294.805 to 294.895.

(6) "Local governm ent official" m eans 
each officer or employe of any agency, politi­
cal subdivision or public corporation of th is  
sta te  who by law  is made the  custodian of or 
has control of an y  funds. (1973 c.748 51; 1981 
c.880 5141

294.810 L o c a l g o v e rn m e n ts  a u th o r ­
ized to  p lac e  lim ite d  fu n d s  in  pool. W ith 
the consent of th e  governing body, a local 
government official may place in the aggre­
gate up to $10 m illion of its funds in the in ­
vestm ent pool, o r , if the asse ts of the invest­
m ent pool have been transferred  pursuant to 
ORS 294.882, in  the s ta te  investm ent fund 
established p u rsu a n t to ORS 293.721, for 
investment and  reinvestm ent by the invest­
m ent officer as provided under ORS 294.805 
to 294.895, or 293.701 to 293.776, as the case 
may be. The $10 million lim itation stated in 
this section shalJ not apply to funds of a gov­
erning body w hich are placed in the invest­
ment pool on a pass-through basis. 11973 c748 
5'.!. IP8I r 880 5151

294.815 P e r io d  of in v es tm en ts; w ith ­
d ra w a l of fu n d s . Subject to the right of the 
un it of local governm ent to specify the period 
in which its funds may be held in the invest­

ment pool for investm ent and reinvestm ent, 
the investm ent officer by rule shall [ rescrilx- 
the time periods for investm ents in the invest­
ment pool nnd the procedure for w ithdrawal of 
funds. 11973 c.748 53|

294.820 S e p a ra te  lo n g -te rm  in v es t­
m en ts  l im ite d . W ith the consent of the gov­
erning body, a local governm ent officinl of u 
city or m unicipal corporation may, before Ju ly  
1, 1979, deposit funds w ith the  S tate  T reasur­
er for long-term  investm ents of the funds by 
the S ta te  T reasu re r separa te  from invest­
m ents of th e  investm ent pool. n«J73 c 748 54. 
! 979 c 608 51)

294.825 S ta te  T r e a s u r e r  a s  in v es t­
m en t o fficer; b o n d ; e m p lo y m e n t o f p e rso n ­
nel; ru le s . (1) The S ta te  T reasu rer is the 
investme.n?. officer for the council and the 
investm ent pool, and shall perform functions 
in th a t capacity  as authorized or required by 
law and, consisten t w ith law, by the council.

(2) The bond of the  S ta te  T reasurer re­
quired from  him  by law shall be deemed to 
extend to th e  fa ith fu l perform ance of all func­
tions of the  office of investm ent officer under 
ORS 294.805 to  294.895.

(3) The investm en t officer may;
(a) Subject to any  applicable provision of 

the  S tate Personnel Relations Law, employ, 
prescribe th e  functions and fix the  compensa­
tion of personnel necessary to facilitate  and 
assist in ca rry ing  out the  functions of the 
council, investm ent officer and investm ent 
pool.

(b) Require a  fidelity  bond of any person 
employed by h im  who has charge of, handles 
or has access to any of the moneys in the  
investm ent pool. The am ounts of the  bonds 
shall be fixed by th e  investm ent officer, ex­
cept as o therw ise provided by law, and the 
sureties shall be approved by him. The prem i­
um s on the bonds shall be an  expense of the 
S ta te  T reasurer.

(4) Subject to  review by the  board, the 
investm ent officer may, pu rsuan t to ORS 
183.310 to 183.550, m ake reasonable rules 
necessary for the adm inistra tion  of ORS 
294.805 to 294.895. (1973 c.748 555. (81

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

294.831 In v e s tm e n t o b jec tiv e ; lim it on 
m a tu r ity  d a te s . (1) The local government 
investm ent pool shall seek to obtain a compet­
itive retu rn  on investm ents subject to the
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instructions to hold the some pending receipt 
by the institu tion  of full payment therefor. 
I l i l H I  cMSO b i l l

294.850 C o n tra c ts  w ith  p e rso n s  to  
p e rfo rm  in v e s tm e n t fu n c tio n s; c o m p e n s a ­
tion ; bo n d . The council may en ter into con­
trac ts  with one or more persons whom the 
council determ ines to be qualified, whereby 
the persons undertake, in lieu of the invest­
m ent office*-, to perform the  functions speci­
fied in O uS 294.845 to the extent provided in 
the cor.tract. Perform ance of functions under 
contract so en tered  into shall be paid for out of 
the gross in te rest or o ther income of the in ­
vestm ents w ith respect to which the functions 
are  performed, and the net in terest or o ther 
income of the investm ents a fte r  th a t paym ent 
shall be considered income of the investm ent 
pool. The council may require a person con­
tracted w ith to give to the s ta te  a fidelity bond 
in a penal sum  as may be fixed by law or, if 
not so fixed, as m ay be fixed by the council, 
w ith corporate su re ty  authorized to do busi­
ness in th is  s ta te . C ontracts so entered into 
and functions perform ®d thereunder are  not 
subject to the  S ta te  Personnel Relations Law 
or ORS 279.710 to 279.74d. 11973 c.748 511]

294.855 L e g a l o p in io n s ; in v e s tm e n t 
c o u n se lin g  se rv ic es ; m o rtg a g e  se rv ices . (1) 
In the  acquisition or disposition of bonds with 
which approving legal opinions ordinarily are 
furnished, the  investm ent officer may require 
an  original or certified copy of the w ritten  
opinion of a reputab le bond attorney or a tto r­
neys, or the  w ritten  opinion of the Attorney 
G eneral, certify ing  to th e  legality of the 
bonds.

(2) The council may arrange for the  fu r­
nishing to the  investm ent officer of invest­
m ent counseling services. The furnishing and 
acquisition of those services are  not subject to 
the S ta te  Personnel Relations Law or ORS 
279.710 to 279.746.

(3) The investm ent officer, with the ap­
proval of the council, may arrange for services 
with respect to m ortgages in  which moneys in 
tho investm ent pool are invested. Those ser­
vices shall be paid for out of the gross in terest 
of the m ortgages with respect to which the 
services are  furnished, and the net in terest of 
the m ortgages a fte r  th a t paym ent shall be 
considered income of the investm ent pool. The 
furn ish ing  and acquisition r,f those services 
are  not subject to the S ta te  Personnel Rela­
tions Law or ORS 279.710 to 279.74 6. 11973 

C 7-IK Cl'.! I

21>4.B00 C u s to d y  of in v es tm en t d o c u ­
m en ts ; c o lle c tio n  of incom e; d is tr ib u tio n  
to  lo ca l g o v e rn m e n ts ;  d e fa u lte d  pnym cnts 
of p r in c ip a l  a n d  in te re s t, co llec tion , com ­
p ro m ise . (1) Except as provided in ORS
294.850 and thiB subsection, all instrum ents 
of t it le  of all investm ents of the  investment 
pool shall rem ain  in  the  custody of the invest­
m ent officer. T he investm ent officer may 
deposit w ith a well-known and responsible 
bank or t ru s t  com pany in the City and S tate 
of New York or w ith  one or more banks in 
Portland , O regon, or both, w ith the consent of 
the banks or t ru s t  company, those in stru ­
m ents of title  th e  investm ent officer considers 
advisable, to be held in safekeeping by the 
banks or tru s t com pany for collection of the 
principal and  in te re s t or o ther 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 th is 
section, the  investm en t officer shall collect the 
principal and in te re s t or o ther income of in­
vestm ents of th e  investm ent pool, instrum ents 
of t it le  of which a re  in  the  investm ent officer’s 
custody, w hen due and  payable, and shall pay 
to  th e  appropria te  local governm ent official 
the  principal and  interest, or other income, 
w ith in  30 days a f te r  the  last day of the calen­
d ar q u a r te r  in w hich th e  principal and in te r­
est o r o ther incom e accrues.

• i

(3) In  th e  ev en t of default in  the paym ent 
of principal or in te re s t o r o ther income of any 
investm ent of the  investm ent pool, the invest­
m en t officer, w ith  th e  approval of the council, 
may:

(a) In s titu te  th e  proper proceedings to 
collect the  m atu red  principal or in terest or 
o ther income.

(b) Accept for exchange purposes refund­
ing bonds or o th er evidences of indebtedness ' 
a t in te res t ra te s  to be agreed upon by the 
investm ent officer and  obligor.

(c) M ake compromises, adjustm ents or 
disposition of the  m atured  principal or in ter­
est o r o ther income as  the investm ent officer 
considers advisable for the purpose of protect­
ing the  m oneys invested.

(d) M ake compromises or adjustm ents as 
to fu tu re  paym ents of principal or interest or 
o ther income as the  investm ent officer consid­
ers advisable for th e  purposes of protecting 
the moneys invested. 11973 c74fl <U3. i<>79 c47S 
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to the sta te  investment fund established pu r­
suan t to ORS 293.701 <2)(r). In thut event, the 
local governm ent investm ent pool participant 
accounts will be treated as are other sta te  
funds and accounts in receiving a proportion­
ate share of the earnings of th a t investm ent 
fund. The S ta te  Treasurer, a t the discretion of 
the treasu re r may reestablish the local gov­
ernm ent investm ent pool aa a separate fund, 
if the participant accounts increase to over 
$125 million and in the S ta te  T reasurer’s 
judgm ent, sufficient in terest by local govern­
m ent exists to insure the local governm ent 
investm ent pool will rem ain over $125 m il­
lion. P rior to reestablishing the pool as a 
separate fund, the S tate T reasurer shall first 
present a plan for operation, including the 
reasons for such action, to the Oregon Invest­
m ent Council a t a regularly  scheduled m eet­
ing for its  review and comment. The S tate  
T reasu rer shall publish notice in the Secre­
tary  of S ta te ’s adm inistrative rules bulletin of 
the  trea su re r’s in ten t to reestablish the pool 
as a separa te  fund a t least 30 days prior to the 
m eeting a t  which the Oregon Investm ent 
Council shall review the proposal, and notice 
of the  m eeting tim e and location of the 
Oregon Investm ent Council a t which the 
proposal will be discussed. U979 c608 §9; 1980 
c.19 97]

294.885 O regon  S h p r t  T erm  F u n d  
B o ard ; m em b ers ; ap p o in tm e n t; te rm ; v a ­
c a n c ie s . (1) There is created the  Oregon Short 
Term  Fund Board consisting of seven mem­
bers.

(2) One m em ber shall be the S tate Trea­
su re r or the  treasu re r’s designated representa­
tive. Three members who a re  qualified by 
tra in in g  and experience in  the  field of invest­
m ent or finance and who do not hold any other 
public office or employment, shall be appoint­
ed by the S ta te  TVeasurer. Three members, 
who are  treasu rers, finance or fiscal officers 
or business m anagers of any county, city or 
school d istric t, 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 
m em ber of the  board is four years, but each

appointed m em ber serves at the pleasure of 
the  appointing uuthorily . A vacancy in the 
appointed m em bership occurring other than  
by expiration of term  shall bo filled in the 
sam e m anner as the original appointm ent, but 
for the unexpired term  only.

(4) N otw ithstanding  the term  of office 
specified in subsection (3) of th is  section, one 
of th e  m em bers of the  board first appointed by 
the S ta te  T reasu re r afte r Ju ly  23, 1979, shall 
serve for a term  of three years. 11973 c.74B 919; 
1979 c.G08 57; 1981 c.880 618)

294.890 B o a rd  m em b e rs  se rv e  w ith ­
o u t c o m p e n s a tio n ; se lec tio n  of c h a irm a n . 
(1) A m em ber of the  board shall serve without 
compensation.

(2) The board shall select one of its mem­
bers as chairm an, 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 B o a rd  d u tie s , g e n e ra lly . The 
board shall:

(1) Advise th e  council and the  investm ent 
officer in  th e  m anagem ent of the investm ent 
pool and  in  the  investm ent of all funds de­
fined in  ORS 293.701 (2ttr) and invested pur­
su a n t to  ORS 293.721.

(2) Review the  ru les prom ulgated by the 
investm ent officer as authorized under ORS
294.825 (4).

(3) C onsult w ith  the council and the in­
vestm ent officer on any m atte r relating to the 
investm en t and  reinvestm ent of funds in the 
investm ent pool and  on any m atte r  relating to 
the investm en t o r reinvestm ent of funds de­
fined in  ORS 293.701 (2Xr) and invested pur­
su an t to ORS 293.721. (1973 c.748 §21; 1981 c.880 
919)


