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AMENDMENT TO HOUSE BI LL 131

AVENDMENT NO. .  Anmend House Bill 131 by replacing

the title with the foll ow ng:

"AN ACT concerning public funds."; and

by replacing everything after the enacting clause with the

fol | ow ng:

"Section 5. The Public Funds I nvestnent Act is anended

by changing Section 2 as foll ows:

(30 ILCS 235/2) (from Ch. 85, par. 902)

Sec. 2. Authorized investnents.

(a) Any public agency may invest any public funds as
fol |l ows:

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

(2) in bonds, notes, debentures, or other simlar
obligations of the United States of Anmerica or its
agenci es;

(3) in i nt erest-bearing savi ngs accounts,
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i nt erest-bearing certificates of deposi t or

interest-bearing tinme deposits or any other investnents

constituting direct obligations of any bank as defined by
the Illinois Banking Act;

(4) in short term obligations of cor porations
organized in the United States wth assets exceeding
$500, 000,000 if (i) such obligations are rated at the
time of purchase at one of the 3 highest classifications
established by at least 2 standard rating services and
which mature not Ilater than 180 days fromthe date of
purchase, (ii) such purchases do not exceed 10% of the
corporation's outstanding obligations and (iii) no nore
than one-third of the public agency's funds nay be
invested in short term obligations of corporations; or

(5 in noney market nutual funds registered under
t he I nvest nent Conpany Act of 1940, provided that the
portfolio of any such noney market nmutual fund is limted
to obligations described in paragraph (1) or (2) of this
subsection and to agreenents to repur chase such
obl i gati ons.

(a-1) In addition to any other investnents authorized
under this Act, a nunicipality may invest its public funds in
interest bearing bonds of any county, township, city,
village, incorporated town, nunicipal corporation, or school
district. The bonds shall be registered in the nanme of the
muni cipality or held under a custodi al agreenent at a bank.
The bonds shall be rated at the tinme of purchase within the 4
hi ghest general <classifications established by a rating
service of nationally recognized expertise in rating bonds of
states and their political subdivisions.

(a-2) In addition to the authority available to invest

funds, a public agency mmy authorize and upon that

aut hori zation the treasurer of any public agency nmay join

with the treasurers of other public agencies for the purpose
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of jointly investing the funds of which the treasurer has

cust ody and the sole legal authority to invest. Any

multijurisdictional fund that is established to receive such

joint investnents shall nmaintain one of the 2 highest ratings

avai lable from at |east one standard rating service. These

funds shall be limted to investnent instrunents that are

explicitly cited as authorized i nvestnents under this Act and

shal | have a witten investnent policy in conpliance with

State law. Al fees, ratings, investnent policies, and annua

accounting of these funds shall be fully disclosed and shal

be nmade publicly available through printed or electronic

report. A copy of this report shall be provided to the office

of the State Treasurer and to the General Assenbly. |nvestors

in these funds shall avail thenselves of current training in

public funds nanagenent, such as that offered by State or

nati onal professional associations or by the Ofice of the

State Treasurer.

The joint investrments shall be sufficiently liquid as to

be redeennbl e on a date or dates before the tine when, in the

judgnent of the public agency, the public funds so invested

will be required for expenditure by the public agency or its

governing authority.

(b) Investnments may be made only in banks which are
insured by the Federal Deposit |Insurance Corporation. Any
public agency may invest any public funds in short term
di scount obl i gati ons of the Federal National Mortgage
Association or in shares or other forns of securities legally
i ssuabl e by savings banks or savings and |oan associations
incorporated wunder the laws of this State or any other state
or under the laws of the United States. Investnents may be
made only in those savings banks or savings and | oan
associations the shares, or investnent certificates of which
are insured by the Federal Deposit |nsurance Corporation. Any

such securities may be purchased at the offering or narket
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price thereof at the tinme of such purchase. Al such
securities so purchased shall mature or be redeemable on a
date or dates prior to the tinme when, in the judgnent of such
governing authority, the public funds so invested wll Dbe
required for expenditure by such public agency or its
governing authority. The expressed judgnent of any such
governing authority as to the tinme when any public funds w |
be required for expenditure or be redeemable is final and
conclusive. Any public agency may invest any public funds in
di vi dend-bearing share accounts, share certificate accounts
or class of share accounts of a credit union chartered under
the laws of this State or the laws of the United States;
provi ded, however, the principal office of any such credit
uni on nmust be located within the State of |Illinois.
| nvestnents may be made only in those credit unions the
accounts of which are insured by applicable | aw

(c) For purposes of this Section, the term "agencies of
the United States of Anmerica" includes: (i) the federal |and
banks, federal internediate credit banks, banks for
cooperative, federal farmcredit banks, or any other entity
aut hori zed to issue debt obligations under the Farm Credit
Act of 1971 (12 U S.C 2001 et seq.) and Acts anendatory
thereto; (ii) the federal hone |oan banks and the federal
home 1oan nortgage corporation; and (iii) any other agency
created by Act of Congress.

(d) Except for pecuniary interests permtted under
subsection (f) of Section 3-14-4 of the Illinois Minicipal
Code or under Section 3.2 of the Public Oficer Prohibited
Practices Act, no person acting as treasurer or financial
officer or who is enployed in any simlar capacity by or for
a public agency may do any of the foll ow ng:

(1) have any interest, directly or indirectly, in
any investnents in which the agency is authorized to

i nvest.
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(2) have any interest, directly or indirectly, in
the sellers, sponsors, or managers of those investnents.

(3) receive, in any nmanner, conpensation of any
ki nd from any investnents in which the agency is
aut hori zed to invest.

(e) Any public agency may al so invest any public funds
in a Public Treasurers' Investnent Pool created under Section
17 of +the State Treasurer Act. Any public agency may al so
invest any public funds in a fund nanaged, operated, and
adm nistered by a bank, subsidiary of a bank, or subsidiary
of a bank hol di ng conpany or use the services of such an
entity to hold and invest or advise regarding the investnent
of any public funds.

(f) To the extent a public agency has custody of funds
not owned by it or another public agency and does not
ot herwi se have authority to invest such funds, the public
agency may invest such funds as if they were its own. Such
funds nust be released to the appropriate person at the
earliest reasonable tine, but in no case exceeding 31 days,
after the private person becones entitled to the receipt of
t hem All earnings accruing on any investnents or deposits
made pursuant to the provisions of this Act shall be credited
to the public agency by or for which such investnents or
deposits were nmde, except as provided otherwise in Section
4.1 of the State Finance Act or the Local Governnental Tax
Collection Act, and except where by specific statutory
provi sions such earnings are directed to be credited to and
paid to a particular fund.

(g) A public agency may purchase or invest in repurchase
agreenents of government securities having the neaning set
out in the Governnent Securities Act of 1986 subject to the
provi sions of said Act and the regul ati ons issued thereunder.
The governnent securities, unless registered or inscribed in

the name of the public agency, shall be purchased through
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banks or trust conpanies authorized to do business in the
State of Illinois.

(h) Except for repurchase agreenents of governnment
securities which are subject to the Governnment Securities Act
of 1986, no public agency nmay purchase or invest in
instruments which constitute repurchase agreenents, and no
financial institution may enter into such an agreenment wth
or on behalf of any public agency unless the instrunent and
the transaction neet the follow ng requirenents:

(1) The securities, unless registered or inscribed
in the nanme of the public agency, are purchased through
banks or trust conpanies authorized to do business in the
State of Illinois.

(2) An authorized public officer after ascertaining
which firmwll give the nost favorable rate of interest,
directs the custodial bank to "purchase" specified
securities froma designated institution. The "custodi al
bank" is the bank or trust conpany, or agency of
government, which acts for the public agency in
connection with repurchase agreenents involving the
i nvestnment of funds by the public agency. The State
Treasurer nmay act as custodial bank for public agencies
executing repurchase agreenents. To the extent the
Treasurer acts in this capacity, he is hereby authorized
to pass through to such public agencies any charges
assessed by the Federal Reserve Bank.

(3) A custodial bank nust be a nenber bank of the
Federal Reserve Systemor maintain accounts w th nenber
banks. Al transfers of book-entry securities nust be
acconpl i shed on a Reserve Bank's conputer records through
a nmenber bank of the Federal Reserve System These
securities nmust be credited to the public agency on the
records of the custodial bank and the transaction nust be

confirmed in witing to the public agency by the
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cust odi al bank.

(4) Trading partners shall be limted to banks or
trust conpanies authorized to do business in the State of
I1'linois or to registered primary reporting deal ers.

(5) The security interest nmust be perfected.

(6) The public agency enters into a witten nmaster

repur chase agr eenent whi ch out|lines t he basi c
responsibilities and liabilities of both buyer and
sel ler.

(7) Agreenents shall be for periods of 330 days or
| ess.

(8 The authorized public officer of the public
agency infornms the custodial bank in witing of the
maturity details of the repurchase agreenent.

(9) The custodial bank nust take delivery of and
mai ntain the securities in its custody for the account of
the public agency and confirmthe transaction in witing
to the public agency. The Custodial Undertaking shal
provide that the custodian takes possession of the
securities exclusively for the public agency; that the
securities are free of any clains against the trading
partner; and any clainms by the custodian are subordinate
to the public agency's clainms to rights to those
securities.

(10) The obligations purchased by a public agency
may only be sold or presented for redenption or paynment
by the fiscal agent bank or trust conpany holding the
obligations wupon the witten instruction of the public
agency or officer authorized to nmake such investnents.

(11) The custodial bank shall be liable to the
public agency for any nonetary loss suffered by the
public agency due to the failure of the custodial bank to
take and mai ntain possession of such securities.

(1) Notwi thstanding the f or egoi ng restrictions on
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investnment in instrunments constituting repurchase agreenents
the Illinois Housing Devel opnent Authority may invest in, and
any financial institution wth capi tal of at | east
$250, 000,000 may act as custodian for, instrunents that
constitute repurchase agreenents, provided that the Illinois
Housi ng Devel opnent Aut hority, in maki ng each such
i nvestnment, conplies with the safety and soundness gui del i nes
for engaging in repurchase transactions appl i cabl e to
federally insured banks, savings banks, savings and |oan
associ ations or other depository institutions as set forth in
t he Federal Financial Institutions Exam nation Council Policy
St at enent Regar di ng Repurchase Agreenents and any regul ati ons
i ssued, or which may be issued by the supervisory federal
authority pertaining thereto and any anendnents thereto;
provided further that the securities shall be either (i)
direct general obligations of, or obligations the paynent of
the principal of and/or interest on which are unconditionally
guaranteed by, the United States of Anmerica or (ii) any
obligations of any agency, corporation or subsidiary thereof
controlled or supervised by and acting as an instrunentality
of the United States Governnent pursuant to authority granted
by the Congress of the United States and provi ded further
that the security interest nust be perfected by either the
II'linois Housing Devel opnment Authority, its custodian or its
agent receiving possession of t he securities ei t her
physically or transferred through a nationally recognized
book entry system

(j) In addition to all other investnents authorized
under this Section, a community college district may invest
public funds in any nutual funds that invest primarily in
corporate investnent grade or global governnment short term
bonds. Purchases of nutual funds that invest primarily in
gl obal governnent short term bonds shall be limted to funds

with assets of at |least $100 mllion and that are rated at
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the tinme of purchase as one of the 10 hi ghest classifications
established by a recognized rating service. The investnents
shal | be subject to approval by the local comunity college
board of trustees. Each conmmunity coll ege board of trustees
shall develop a policy regarding the percentage of the
college's investnment portfolio that can be invested in such
f unds.

Not hing in this Section shall be construed to authorize
an intergovernnmental risk managenent entity to accept the
deposit of public funds except for risk managenent purposes.

(Source: P.A 90-319, eff. 8-1-97.)".
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