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AGENDA COMMITTEE MEMBERS 
FINANCE COMMITTEE P. Suess, Chair 

THURSDAY, MARCH 15, 2012 C. Janc 
6:00 P.M. J. Pruyn 

 D. Russo 
600 EAST BUTTERFIELD ROAD  

ELMHURST, IL 60126  
 
I. Roll Call 

II. Approval of Minutes for Regular Committee Meeting of February 16, 2012, 
January 19, 2012, December 19, 2011, and November 17, 2011. 

III. Approval of Reconciliations 

IV. Treasurer’s Report – February 2012 

V. Financial Statements – February  2012 

VI. R-11-12: A Resolution Amending and Restating the Investment Policy of the 
DuPage Water Commission 

VII. R-12-12: A Resolution Conditionally Settling Disputes Concerning Capital 
Cost Recovery Charge Payments Under the DuPage County Subsequent 
Customer Contract 

VIII. Election of Interest Period under Northern Trust Certificate of Debt 

IX. Update on the Financial Administrator Search 

X. Update on the Legal Review of Financial Contracts 

XI. Draft Capital Asset Policy 

XII. Discussion of Tentative Draft Fiscal Year 2012-2013 Budget 

XIII. Accounts Payable 

XIV. Other 

XV. Adjournment 
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MINUTES OF A MEETING OF THE 
FINANCE COMMITTEE 

OF THE DUPAGE WATER COMMISSION 
HELD ON THURSDAY, FEBRUARY 16, 2012 

600 EAST BUTTERFIELD ROAD 
ELMHURST, ILLINOIS 

The meeting was called to order at 6:18 P.M. 

Committee members in attendance: P. Suess, J. Pruyn, and J. Zay (ex officio)  

Committee members absent: C. Janc and D. Russo 

Also in attendance:  R. Furstenau, J. Spatz, T. McGhee, N. Narducci, S. Lux of Baker Tilly, 
and J. Nesbitt 

Minutes 

No minutes were approved since there was no quorum.  

Approval of Reconciliations 

Treasurer Narducci noted that the reconciliations were approved. 

Treasurer’s Report – January 2012 

Mr. Lux provided the Committee with a summary of the January Treasurer’s Report.   

Financial Statements – January 2012 

Mr. Lux provided the Committee with a summary of the January Financial Statements.   

Commissioner Pruyn asked if the Commission will have a $300,000 cash increase since 
the Commission is seeing gross profit generated from water sales. General Manager 
Spatz responded that the Commission will not see this difference until February when 
the new water rate increases will be collected. Mr. Lux added that it also depends on 
the water usage.  

Mr. Lux noted that the unrestricted net assets amount was previously a negative 
number which was generated from borrowings for the certificates for operations that 
drove the number negative. He added that since there was a payment last month in 
operations now it is a positive number which is a good sign of stability and strength. 

Mr. Lux also noted that last month the fixed asset balance was $470M and the 
accumulated depreciation balance was $125M. He added that from review of the fixed 
assets records, many fixed assets were fully depreciated and he wrote them off which 
was recommended by the auditors. 
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General Manager Spatz noted that account 6611-03 – the maintenance account for 
Lexington Pumping Station – the Commission’s share will, after this month, have 
exceeded the budgeted amount in the management budget because of the City of 
Chicago’s inability to fill vacant positions and they have been covering shifts with 
overtime.  He added that he has talked to the Deputy Commissioner, First Deputy 
Commissioner and the Commissioner for the Water Department about reducing these 
overtime amounts. He noted that a solution that has been discussed is to pay the city a 
set fee at the beginning of the year for Lexington O&M. He added that in addition to 
covering shifts with overtime, that the city has also hired a chief which is an additional 
expense.  Commission staff feels that they don’t need a full-time chief at Lexington 
Pumping Station. He noted that the City of Chicago has acknowledged these items and 
they are working on the issues. Manager of Operations McGhee added that this is not 
the appropriation budget. 

Committee Chairman Suess asked if there has been any operational savings from the 
photovoltaic cells at Lexington Pumping Station. General Manager Spatz replied that it 
is around 5% electrical savings. 

Board Chairman Zay stated that the City of Chicago seems receptive to these issues. 

Review of Construction in Progress 

Mr. Lux stated he reviewed the construction in progress balances for various projects 
and there are four or five projects that have been ongoing for a long time and have 
costs going back to 2004-2003. He stated that one had $1.1M for a lot of engineering 
costs for a 30 million gallon reservoir that was going to be built in the back of the 
Commission Pumping Station and it was going to cost over $30M to build. He added 
that because of the work that was done at the Lexington Pumping Station there is a 
feeling that it is not needed and the $1.1M of engineering studies is not going to be 
needed since the project is going to be abandoned. He added that next month he is 
going to write off that amount and it will hit the Commission’s bottom line. 

Commissioner Pruyn asked if Mr. Lux is going to put this amount in a special account. 
Mr. Lux responded that he is going to put this amount into the loss on fixed assets 
account. He added that there is a small gain in this account because the Commission 
traded in two trucks and received some value for those that were fully depreciated when 
the two new vehicles were purchased. He added that it will not skew the operations 
since it is a non-operating type item. He noted that he wanted to bring this to the 
committee’s attention so that next month when the numbers are low they will know why 
and from an accounting standpoint this needed to be done.  

Commissioner Pruyn asked what the other projects were that he mentioned. Mr. Lux 
responded that there are three or four other projects that add up to around $15,000. 
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Draft Annual Budget 

Manager of Operations McGhee stated that there will be a presentation on the draft 
budget at the Committee of the Whole meeting. Board Chairman Zay stated that he 
wanted to have a Committee of the Whole meeting to answer any questions as a whole. 
He added that if there are any questions, it can be brought back to the Finance 
Committee. 

Quarterly Budget Review 

Manager of Operations McGhee stated that the committee has been reviewing the 
budget monthly. Mr. Lux stated that in the past staff has put together a bar graph but 
since the committee has been going through the budget-to-actual statements each 
month, it has been covered with that.  

Election of Interest Period under Northern Trust Certificate of Debt 

General Manager Spatz informed the committee that the one month Libor is 0.25% and 
the three month Libor is 0.50%. He added that last month the one month Libor rate was 
at 0.28%. Manager of Operations McGhee added that staff would recommend that the 
Commission stays with the one month Libor rate at 0.25%. Mr. Lux added that 
Commissioner Janc had thought that the one month Libor would stay pretty consistent. 

After some discussion, the committee was in agreement to lock in for one month Libor. 

Update on the Financial Administrator Search 

General Manager Spatz informed the committee that staff has closed the period for 
accepting résumés for the Financial Administrator position and received about 410 
résumés. He stated that one of the preferred items was a CPA and out of the 410 
résumés sixty seven candidates had a CPA. He added that he would like to sit down 
with Manager of Operations McGhee, Mr. Lux, and Treasurer Narducci and narrow the 
sixty seven candidates down to thirty then, possibly, set up some Skype interviews. He 
added that from there narrow that number down to ten or twelve candidates to come to 
the Commission offices for interviews and pick out the top three candidates and have 
the Finance committee talk to those candidates and make a selection from there.  

The committee was in agreement with General Manager Spatz’s plan for selecting a 
candidate for the Financial Administrator position. 

Update on the Legal Review of Financial Contracts 

Manager of Operations McGhee stated that last month the Harris Bank agreement was 
approved but before it was signed the committee wanted to have outside counsel 
review it. He added that the review has not been completed yet because there were 
some issues with waivers for the legal firm since they also have business with Harris 
Bank. General Manager Spatz stated that he had spoken with Board Chairman Zay 
about using Holland & Knight for this review. He added that Holland & Knight had 
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initially suggested $5,000 and he lowered it to $3,000 and it is roughly fifteen hours. He 
added that they do a lot of banking agreements and they need to get waivers from the 
Commission and Harris Bank. He also added that he didn’t think it would take much 
longer to review the banking agreement once the waivers are in place. 

Accounts Payable 

Mr. Lux presented the Accounts Payable to the committee members. 

 January 11, 2012 – February 7, 2012   $4,876,012.42 

 Estimated       $1,564,337.00 

 Total        $6,440,349.42 

Other 

Manager of Operation McGhee reminded to the committee members that all public 
officials need to take the online Open Meetings Act (OMA) training by December 31, 
2012. Committee Chairman Suess asked if a Commissioner has already taken the 
training for another government entity if they need to take the training again for the 
Commission. Manager of Operations McGhee stated that he would ask Staff Attorney 
Crowley. He stated that once the training is completed there is a test at the end then 
each Commissioner receives a certificate and a copy needs to be submitted to the 
Commission to keep on file. 

At this time, Manager of Operation McGhee left the meeting. 

General Manager Spatz thanked Committee Chairman Suess for his comments on the 
investment agreement and that General Manager Spatz and The PFM Group signed off 
on the agreement. He stated that next week he is going to send out the amended 
investment policy to the committee and update the benchmarks on that policy. He 
added that he thinks it is important that the policy is voted on next month because The 
PFM Group is now doing the investing and would like to have an updated investment 
policy.  

General Manager Spatz stated that the amended investment policy has changes 
incorporated from Mr. Lux, Staff Attorney Crowley, Treasurer Narducci, and Committee 
Chairman Suess. He added that Committee Chairman Suess added that some 
benchmarks based upon the duration of the investment and staff is working with The 
PFM Group to establish these benchmarks. Mr. Lux added there will probably be a 
stratified benchmark for the different accounts based on the fact that some will longer 
and some will be shorter. General Manager Spatz added that once these changes have 
been incorporated he will send a new draft out and it can be reviewed by the committee 
members. Committee Chairman Suess stated that he thinks it is important that we need 
to have some criteria documented by which the Commission evaluates The PFM Group.  

General Manager Spatz stated that Standard & Poor’s and Moody’s Investor Services 
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will be coming into the Commission next week and on March 1st for a bond presentation 
to see if they will review the Commission again and may have to pay a small fee since 
the Commission is not doing a bond deal but would like to get our bond rating back up 
again. Mr. Lux added that the Commission has a great story to tell since the 
Commission’s cash investments are back in order and the four year rate increases are 
significant items. 

Commissioner Pruyn asked if this would give the Commission an immediate savings or 
the next time the Commission wants to borrow. General Manager Spatz stated that the 
current interest rates are not dependent on the audit rating. Board Chairman Zay stated 
that Northern Trust worked with the Commission because it was going to cost the 
Commission higher interest rates. 

Commissioner Pruyn asked how much it would cost to have the bonding agencies 
review the Commission. Mr. Lux replied that staff has not finalized the amount and that 
an annual review is around $5,000-$6,000 where he used to work. 

Committee Chairman Suess stated that it is important to have outside verification that 
the Commission has a good story to tell and has turned the corner.  

General Manager Spatz stated that Treasurer Narducci, Mr. Lux, and he are going to 
compile a press release dictating what the Commission has done to address, and what 
safeguards are in place, the Jenner & Block’s forensic audit.  

General Manager Spatz stated that at the Commission meeting he will be asking Board 
Chairman Zay to go into executive session regarding DuPage County’s subsequent 
costs and infrastructure buy in. 

Adjournment 

The meeting concluded at 6:45 P.M.   
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MINUTES OF A MEETING OF THE
FINANCE COMMITTEE

OF THE DUPAGE WATER COMMISSION
HELD ON THURSDAY, JANUARY 19, 20{2

600 EAST BUTTERFIELD ROAD
ELMHURST, ILLINOIS

The meeting was called to order at 6:07 P.M.

Committee members in attendance: P. Suess, C. Janc, J. Pruyn, D. Russo (arrived at 6:15

P.M.), and J. Zay (ex officio) (arrived at 6:45 P.M.)

Committee members absent: none

Also in attendance: R. Furstenau, T. McGhee, N. Narducci, S. Lux of Baker Tilly, J.

Nesbitt

Minutes

Manager of Operations McGhee informed the committee that the discussion notes from
December 15, 201 1 would become minutes upon committee approval at next month's

meeting since Board Chairman Zay was present and is a committee member.

Treasurer Narducci asked that the December 15, 2011 discussion notes reflect that he

approved the reconciliations since it was only noted that he was reviewing the
reconciliations at that time.

Commissioner Furstenau asked why a Commissioner recused himself twice in the
November 17,2011 minutes. Commissioner Janc responded that he works for JP Morgan

Chase and it was one of the banks under discussion for investment advisors and banking
relationships.

Commissioner Janc moved to approve the Minutes of the November 17, 2011 Finance

Committee meeting as presented. Seconded by Commissioner Russo and unanimously
approved by a Voice Vote.

Approval of Reconciliations

Treasurer Narducci noted that the reconciliations were approved.

Committee Chairman Suess asked for a total amount for the reconciliations. Treasurer
Narducci responded that the reconciliations are presented according to bank account. Mr.

Lux added that the totals are on the Treasurer's Report.

Treasurer's Report - December 2011

Mr. Lux provided the Committee with a summary of the December Treasurer's Report.

carolyn
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Mr. Lux commented about the increase in cash and investments even though the
Commission paid $3MM in principal and $300,000 of interest to West Suburban Bank.

At this time Commissioner Russo arrived at the meeting.

Committee Chairman Suess asked about the Commission's ability to pay off the 2003
revenue bond. Mr. Lux responded that the call date on that bond is not until 2013 and
because they had been once refunded there is nothing that the Commission can do until

that time.

Financial Statements - December 2011

Mr. Lux provided the Committee with a summary of the December Financial Statements.

Commission Janc asked why there was a significant decrease year over year for water
sales in a winter month rather than a summer month. Mr. Lux responded that this might
be because of water conservation and he has seen this decreasing trend at the City of
Chicago especially after water increases.

Commissioner Pruyn asked what percentage General Manager Spatz factored into his
rate model. Mr. Lux responded that General Manager $patz factored in a 2o/o decrease.

Commissioner Russo asked if the decreasing trend works with the year-to-date running

decline to General Manager Spatz's 2o/o decrease. Mr. Lux responded that usage year-

to-date for the Commission is 1.9o/o below where it was versus 2010 and that there are
one or two months with slight increases.

Commissioner Russo asked Manager of Operations McGhee if he has seen a 6%
decrease in water use over one month's time previously. Manager of Operations
McGhee responded that the Commission has seen this decrease previously but added
that it would be better to look at usage annually rather than monthly since demand in

the winter months are low and summer months are high. He added that water usage in

the winter is usually attributed to water main breaks and since it has not been very cold
this year, our customers haven't had many breaks. Mr. Lux added that although the
percentage is larger than recent months the actual quantity is small since it is the winter.

Commissioner Russo asked if there will be an upward trend if there are no main breaks
since there is a 6% decline in December. He added that he was concerned if this was a
continuing declining trend that there would be no way to recoup since the season for
water is the next fiscal year. Manager of Operations McGhee responded that there
might still be a decrease since the rates are increasing which might force conservation
because residents don't want to pay a higher water bill. He added that typically after a
water rate increase water sales decrease for a short duration for a few billing cycles
then pick up again. He also added that General Manager $patz and he were reviewing
the past year to see if 2% is a good number to use for revenues going forward"
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Commissioner Janc asked if the favorable variances in our expenses would continue

through the year or if there are some outlying expenses. Mr. Lux responded that there

were some outlying expenses that he was going to discuss later in the meeting.

Mr. Lux informed the committee members that the management budget did not have the

adjustment for the $2,000 of interest expense from the ceilificates for the leased copiers
tfrit the appropriation budget had. He added that staff is going to reclassify the $2,000
for interest expense. Committee Chairman Suess asked what the interest expense was
for the copiers. Mr. Lux responded that the interest payment is approximately $200 per

month with a five year lease. Commissioner Pruyn asked if there was a separate charge

for usage. Mr. Lux responded that there is a separate charge for usage which is $200-

$300.

There was a brief discussion on the type of bond payment for the bond payable line.

Mr. Lux discussed with the Commissioners the larger items that have variances on the
year-to-date schedule on the Revenue and Expense Report.

Commissioner Pruyn asked for a breakdown of the $7M budgeted for the income for the
water fund general in the tax area since it stated that 0% had been collected. Mr. Lux

responded that the sales tax was on two separate lines for revenue and if they are

combined then they show the correct amount. Commissioner Pruyn then asked what
the contributions are for $331,000. Mr. Lux responded that when the Commission builds

a pressure adjusting station for a town, it is not the Commission's asset; the town pays

the Commission to build it. He added that the Commission has an expense when it is
built and then the contributions cover that cost. Commissioner Pruyn asked if it was paid

a certain time of year. Mr. Lux responded that it would be recognized as revenue as it
gets built.

Committee Chairman Suess asked where the Commission was with the dispute with
DuPage County. Manager of Operations McGhee responded that staff is waiting on a
response from the county. He added that General Manager Spatz spoke with some
representatives from the county and they are working out what they would like to do.

Committee Chairman Suess therr asked if DuPage County still owes the Commission
money. Manager of Operations responded in the affirmative.

Commissioner Russo asked to describe the Administrative overtime. Manager of
Operations McGhee stated that, as an example, it is used for board packet preparation
once a month and the accountant preparing the month-end closings. Commissioner
Russo asked if the overtime is for the non-salary Administrative staff. Manager of
Operations responded in the affirmative.

Ordinance O-1-12

The Committee discussed the ordinance and Committee Chairman Suess asked if the
Commission was going to continue funding the employees' Health Savings Account
going forward. Manager of Operations McGhee stated that, if finances allow, the
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Commission will continue funding the employees' accounts at $2,000 for a single and

$4,000 for a married couPle.

At this time, Board ChairmanZay arrived at the meeting'

Commissioner Pruyn asked what percentage of the IRS maximum is the Commission
funding. Mr. Lux responded that the Commission is funding around two{hirds. He

added that overall there is savings for the Commission. Committee Chairman Suess
asked if the employee does not use the entire amount in the account, if it carries over.

Manager of Operations McGhee responded in the affirmative and added that it is similar
to an IRA account.

Treasurer Narducci discussed with the committee how the appropriation is classified.

The committee then recommended the ordinance for approval.

Resolution R-3-12

The committee discussed the resolution and, after confirming that Baker Tilly will be

available to overlap with the new Financial Administrator during the audit,
recommended approval.

Resolution R-4-12

The committee discussed the resolution and Committee Chairman Suess asked if the
Commission would keep the lockbox with MB Financial. Manager of Operations
McGhee stated that the lockbox with MB Financial would be terminated.

Committee Chairman Suess stated that Sikich's approval has language that limits their
liability and asked if the Commission, as a public entity, is able to agree to their limited
liability. Mr. Lux responded that this is a standard proposal relating to indemnifying
Sikich for errors that the Commission makes in providing them data. Committee
Chairman Suess stated that a lot of public entities will not agree to limits of liability. He
asked staff to research if there are any restrictions on the Commission's ability to agree
to limits of liability. Mr. Lux stated that Staff Attorney Crowley would have to respond to
his question.

At this time, Board ChairmanZay left the meeting.

After some discussion, the committee was in agreement to recommend approval
subject to review of outside council. The committee was also in agreement to use this
opportunity for staff to obtain a resource for outside council to review financial
documents.

Election of Interest Period under Northern Trust Certificate of Debt

Manager of Operations McGhee informed the committee that the three month Libor rate
is 0.56% and the one month Libor is 0.28%.
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After some discussion, the committee was in agreement to lock in for one month Libor.

Manager of Operations McGhee informed the committee that about a year ago when

the Commission installed the generators, ComEd signed the Commission to a load

response compensation program wherein ComEd would reimburse the Commission for
operating its generators in the event of a load demand service interruption request from
ComEd, He added that even though the Commission has never been asked to use it by

ComEd, they gave the Commission $339,000. Commissioner Pruyn asked if the
Commission could sign up with this program again. Manager of Operations McGhee

stated that ComEd is not offering this program again but he is looking into finding

another program.

Accounts Pavable

Mr. Lux presented the Accounts Payable to the committee members.

December 8, 201 1 - January 12, ?012 $3,857,325.33

Estimated $921 .120.00

Total $4,778,445.33

Mr. Lux informed the committee that the INFOR Purchase Order for $33,000 was being
left on the Accounts Payable but the check was not being issued until after the next
meeting since it is a sole source and over $20,000 it needed to be brought before the
board with a Request for Board Action.

Other

Treasurer Narducci commented that to comply with Jenner & Block's forensic audit and
once the new Financial Administrator starts, everyone on the financial committee should
have their qualifications posted on dpwc.org. He asked who had completed the
continuing disclosure. Mr. Lux responded that he had completed the continuing
disclosure and Staff Attorney Crowley posted it online.

After some discussion, the committee members were in agreement to recommend that
Treasurer Narducci meets with statf prior to the Finance Committee meetings and
present recommendations at the meetings.

Manager of Operations McGhee stated that there are many r6sum6s that have been
submitted for the Financial Administrator position; he asked the committee how they
want to go about selecting a candidate. Commissioner Janc stated that General
Manager Spatz should select a few candidates to see who he can work with then seek
input from the committee.
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Commissioner Russo asked to have a copy of staff job descriptions and an organization
chart because he wanted to see where the Commission is in respect to percent of

administration staff as well as operations staff. Mr. Lux stated that there are currently 33

employees, several of which are in the Administration department and the rest are in the
Operations dePartment.

Adiournment

The meeting concluded at 7:?5 P.M.
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MINUTES OF A MEETING OF THE
FINANCE COMMITTEE

OF THE DUPAGE WATER COMMISSION
HELD ON THURSDAY, DECEMBER 15, 201 1

600 EAST BUTTHRFIELD ROAD
ELMHURST, ILLINOIS

The meeting was called to order at 6:12 P.M.

Committee members in attendance: C. Janc, J. Pruyn, and J. Zay (ex officio)

Committee members absent: D. Russo and P. Suess

Also in attendance: J. Spatz, T. McGhee, J. Nesbitt, N. Narducci, S. Lux of Baker Tilly, and
Representatives from PFM Asset Management LLC J. Schroeder and D. Nelson.

Minutes

The Regular Committee Minutes of November 17,2011 were not approved since there
was no quorum.

Approval of Reconciliations

Treasurer Narducci was still reviewing the reconciliations at this time. He approved the
reconciliations later in the meeting.

Treasurer's Report - November 2011

Mr. Lux provided the Committee with a summary of the November Treasurer's Repod.

Financial Statements - November 2011

Mr. Lux provided the Committee with a summary of the November Financial Statements.

Commissioner Pruyn asked why there is a difference in receivables. Mr. Lux responded
that the water quality loans make up the difference.

Commissioner Janc asked to have the net monthly budget numbers provided through
the end of the fiscal year in MaY.

Commissioner Pruyn asked why there is $4MM less in the year-to-date actual than the
yearto-date budget in the water operation account. Mr. Lux replied that the variance is
comprised of several accounts including water billing, pump station, and corrosion
testing and mitigation.

Commissioner Pruyn asked about the $1.4MM variance in the water billing account. Mr.

Lux stated that that the usage budgeted versus actual is down.

carolyn
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General Manager Spatz stated that there are some capital projects that have a year{o-
date balance of $700,000 and only $7,000 was spent; such as the corrosion testing and

mitigation project; and for the valve stem replacement project, parts are being ordered
so in-house replacement can be manufactured. He added that the corrosion testing and

mitigation project has been delayed because of ComEd and the majority of the project

will go into next year since it is the cold season. General Manager Spatz added that
remote facilities will have tank painting and protection ladders that will be added onto

the budget and in the future staff will break out the capital budget so it is separate from

the operating budget.

Commissioner Pruyn asked if water billing reimbursement was done through the City of
Chicago. Mr. Lux responded that the Commission pays 10% reduced off of the bills and

the balance remaining is recorded in other receivables.

Resolution R-47-11 and R-48-1{

Mr. Lux stated that the lllinois institutional funds are similar to a holding place.

Commissioner Janc asked if The PFM Group is going to make investments limited. Mr.

Schroeder responded that the lllinois lnstitutional Funds is a pass{hrough platform

similar to lllinois Funds but The PFM Group will utilize a longer term investments based

on cash flow.

Commissioner Janc asked how many basis points the lllinois lnstitutional Funds would
be yielding. Mr. Schroeder responded that there could be five or six basis points.

Commissioner Janc asked if there would be fees on the basis points. Mr. Schroeder
responded that The PFM Group would be waiving fees.

Draft lnvestment Policv

Commissioner Pruyn asked if this was an amendment to the Commission's existing
investment policy. Mr" Lux responded that this is a new draft and the older policy was
from 1993. After more discussion, it was decided that the Commissioners would receive
the old investment policy as well as the engagement letter.

Mr. Schroeder outlined how The PFM Group would review the draft investment policy.

General Manager Spatz stated that the Commission could get out of the contract with
The PFM Group at any point, if needed.

Discussion of Financial Administrator

General Manager Spatz reported that the job description for the Financial Administrator
was revised. He added that Treasurer Narducci handed out a list of suggested sites to
advertise for the position. Treasurer Narducci suggested adveftising on the lllinois
Municipal League, lllinois Government Finance Officers Association, and the
lnternational City/County Management Association, and one of the big name job

advertisements such as monster.com or careerbuilder.com.
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General Manager Spatz stated that he would like to have the advertising, interviewing,

and hiring of a Financial Administrator completed by March to overlap with Baker Tilly.

Selection of Auditor

General Manager Spatz stated that Sikich LLP had submitted a contract for three more

years of auditing the Commission. He added that staff would like to use Sikich LLP one
more year before looking at hiring a new firm.

Accounts Pavable

Mr. Lux presented the Accounts Payable to the committee members.

November 11. 2011 - December 8, 2011 $4,030,760.31

Estimated $1,052.980.00

Total $5,083,740.31

Commissioner Pruyn inquired about the BNY Mellon' HSA amount on the ltems to be
Paid List. Mr. Lux responded that the BNY Mellon- HSA amount is for the possible HSA
accounts if the employees decide to choose that insurance plan.

Commissioner Pruyn inquired about the Ground Pro's amount and asked if it was for
plowing services. Mr. Lux responded that this amount is for the landscape conversion
project.

Adiournment

The meeting concluded at 6:53 P.M.
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MINUTES OF A MEETING OF THE 
FINANCE COMMITTEE 

OF THE DUPAGE WATER COMMISSION 
HELD ON THURSDAY, NOVEMBER 17, 2011 

600 EAST BUTTERFIELD ROAD 
ELMHURST, ILLINOIS 

The meeting was called to order at 6:00 P.M. 

Committee members in attendance: C. Janc , J. Pruyn, D. Russo, P. Suess, and J. Zay 
(ex officio)   

Committee members absent:   

Also in attendance:  M. Scheck, D. Loftus, J. Spatz, T. McGhee, N. Narducci, S. Lux of 
Baker Tilly, J. Grabowski City of Elmhurst, Kevin York City of Elmhurst, Representatives 
from Harris Bank  and Representatives from PFM Asset Management LLC. 

Minutes 

Commissioner Pruyn moved to approve the Minutes of the October 20, 2011 Finance 
Committee meeting as presented.  Seconded by Commissioner Russo and unanimously 
approved by a Voice Vote. 

Approval of Reconciliations 

Treasurer Narducci noted that the reconciliations were approved. 

Financial Statements – October  2011 

Mr. Lux provided the Committee with a summary of the October Financial Statements.   

Committee Chairman Suess asked staff about the difference between the 49% of 
budget and the 90.3% of expenditure budget.  General Manager Spatz explained that 
the 49% was the actual expenditure through the first six months of the budget year and 
the 90.3% was the expected portion of the six month budget based on the past three 
years adjusted for seasonally. 

Committee Chairman Suess asked staff if they were confident that the Commission 
would sustain the 90.3% expectation for the rest of the year.  General Manager Spatz 
reported that he was.  Mr. Lux added that the Commission was under budget due to 
reduction in personnel, lower insurance costs, and lower project costs due to staff’s 
contribution on some projects. 

Treasurer’s Report – October 2011 

Mr. Lux provided the Committee with a summary of the October Treasurer’s Report.   

carolyn
Draft
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Commissioner Pruyn asked why the restricted depreciation cash account was under the 
targeted amount in previous months.  Mr. Lux reported that the accounts target amount 
reflects the current month’s requirement which increases by $175.000 each month, so 
the previous months will always be less than the current month’s requirement.  

Commissioner Pruyn asked why the Revenue Bond account has a $7,133,342 when the 
target is $14,289,188.  Mr. Lux responded that under the Revenue Bond Ordinance the 
Commission funds the revenue Bond account at 1/12 of the required amount per month 
and we are at the six month mark.  Mr. Lux added that the six month interest payment on 
the revenue bound would be made next month.  

Commissioner Pruyn asked why the October balance of the lockbox was so much 
higher than the September balance.  Mr. Lux stated that it was a timing issue on when 
amounts are transferred to the Illinois Fund.  Once checks are cleared they are 
transferred out leaving a $1,000 balance in the account.   

Quarterly Budget Review 

Mr. Lux provided the Committee with the status of the budget at the six month mark and 
reported that the Commission had not exceeded any of the budgeted accounts and was 
on track to reach its year end budget. 

Commissioner Pruyn asked why the balance in the general ledger for Accounts Payable 
was different than the Accounts Payable register shows today.  Mr. Lux reported that a 
number of checks from the prior approved estimated A.P. list had been cut in that time 
frame and additional ite,s relating to November were added.  

Ordinance O-15-11 

The Committee discussed the ordinance and Committee Chairman Suess asked if any 
of the Commissions customers had contacted the Commission with questions or 
complaints.  General Manager Spatz reported that he had not received any direct 
comments from our customers, but he had met with some of the Mayors and the City of 
Chicago to discuss the rate increase.  He also stated that the City would be providing 
documentation to show how the increased revenue would be used by the Chicago water 
department. 

Commissioner Pruyn added that the City stated that water rates after 2015 would be 
tied to the CPI with a 5% cap. 

Workers’ Compensation and Employer’s Liability Insurance  

The committee discussed the renewal policy and recommended approval. 

Northern Trust/West Suburban Bank Prepayment(s) 

General Manager Spatz recommended that the Commission make a $3,000,000 
prepayment on the West Suburban loan in December if the Commission financial 
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position allowed.  The Committee agreed that if the Commission is in a position to make 
the prepayment, the General Manger should make the $3,000,000 payment. 

 Discussion of Investment Advisor 

Mr. Lux gave a report on the proposals that the Commission received from firms offering 
their services as the Commission investment advisor.  General Manager Spatz added 
that the staff and Treasurer Narducci agreed that PFM Asset Management LLC would 
be the best firm to assist the Commission with its investment needs at this time.  The 
Committee discussed the services and fees that PFM offered and agreed with the 
recommendation. The Committee also stated that in the future they would like to have a 
presentation with Q/A in addition to a recommendation. 

Commissioner Janc recused himself from the process due to a possible conflict with his 
employer.  

Discussion of Banking Relationships 

Mr. Lux gave a report on the proposals that the Commission received from firms offering 
their banking services to the Commission.  General Manager Spatz added that the staff 
and Treasurer Narducci agreed that Harris Bank had the most favorable proposal to 
provide banking services to the Commission.  The Committee discussed the services 
and fees that Harris offered and agreed with recommendation. The Committee 
reiterated their request for additional input in future selection processes.  

Commissioner Janc recued himself from the process due to a possible conflict with his 
employer.  

Discussion of Financial Administrator 

General Manager Spatz reported that the Administration Committee requested the 
opportunity to review the job qualifications for this position.  General Manager Spatz 
also commented that they should have their review completed quickly so he can 
advertise the position in December. 

Accounts Payable 

Mr. Lux presented the Accounts Payable to the committee members. 

 October 12, 2011 – November 10, 2011   $4,379,249.15 

 Estimated       $4,993,540.00 

 Total        $9,372,789.15 

Commissioner Pruyn inquired about a $1,500 Business card charge on the estimated 
A.P. list.  Manager of Operations McGhee informed him that this item was to cover all of 
the Commissions I-Pass devices.   
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Other 

Treasurer Narducci passed out a project list and discussed various items that he 
thought should be priorities and which items he would attend to at a later date. 

Commissioner Pruyn asked if the Commission could lower the interest rate on either of 
our Certificate of Debt by having our Bond Rating restored.  Manager of Operations 
McGhee reported that the interest rates were no longer tied to our bond rating.  Mr. Lux 
added there might be a possibility of lowering the rates on the Revenue Bonds if the 
Commission decided to refund the bonds, but to due to the fact that the bonds are close 
to their retirement date the majority has already been paid and it probably would not be 
beneficial to refund the bonds at this time. 

Commissioner Russo asked when the F.A. position would be advertised.  Manager of 
Operations McGhee stated that once the Administration Committee finishes their review 
the General Manger would allow the entire Board one final review before advertising the 
position.   

 Committee Chairman Suess asked Mr. Lux for an update on Baker Tilly’s project list.  
Mr. Lux gave an update on their list 

Adjournment 

Commissioner Russo moved to adjourn the meeting at 7:10P.M.  Seconded by 
Commissioner Pruyn and unanimously approved by a Voice Vote. 
Board\Minutes\Finance\2011\Fc 2011-11.docx 



TO:
FROM:
DATE:
SUBJECT:

DuPage Water Commission
MEMORANDUM

John Spatz, General Manager
Baker Tilly, Consultant
March 8,2012
Financial Report - February 29,2Q12

Water sales to Commission customers for February were 34,8 million gallons (1,8%) less than
February 2012 and 147.5 million gallons less than January 2012. Year to date water sold to
customers is 2.14% less than the prior year. Water billings to customers was $5.258 million

and water purchases from the City of Chicago was $4.950 million"

February sales tax collections (November) were $2.65 million or 1.83% more than the same
period last fiscal year, Cumulatively, sales tax is $1,051,904 greater compared to prior year
(4 18%).

Water billing receivables at the January month end ($9.4 million) increased from the prior

month ($Z.g million) by $1.5 million. This increase is due to the timing of collections.

The Commission is ten months through the fiscal year, At the end of February $82.9 million of
the $97.1 million revenue budget has been realized, this accounts for 85.4% of the revenue
budget, $68.2 million of the $87.2 million expenditure budget has been realized, this accounts

for 79.1a/o of the expenditure budget. The Commission's year to date balances for revenues
and expenditures are in line with the budgeted amounts'

Adjusted for seasonality based on a monthly trend for the last three fiscal years impacting
water service, sales tax revenues, water billing from Chicago, electricity and pumping

operations, year to date revenues are 1 Q1.4o/o percent of budget and expenses are 92.2o/o of
budget.

The Operations and Maintenance, Operations and Maintenance Reserve, and Depreciation
Accounts are fully funded as of February 29, 2012.

r The General Account and the Sales Tax $ubaccount have balances of $20.8 million and $10.4
million, respectively.

cc: Chairman and Commissioners
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t- o,lrfi, 01 r 49 PM DUPAGE WATER COMMISSION

BAI,ANCE SHEET

AS OF; FEBRUARY 29TH, ?QLz

O1 -WATER FTIND

2010-201,1

BAI,ANCE

2011-2012
BAI,ANCE

CIJEEENT

INVESTMENTS

ACCOUNTS RECEIVA,B],E

WATER SALES

INTEREST RECE]VABLE

SAI,ES TAX RECEIVABI,E

OTHER RECEIVABI,E

INVENTORY

PREPAIDS

LINAMORTIZED ISSUANCE COST

TOTAI, CURRENT ASSETS

NoNquBrEN! 4$qElq
FIXED ASSETS

I,E.$S : ACCUMUI,ATED DEPRECIATION

CONSTRUCT]ON WORK IN PROGRESS

I,ONG TERM RECEIVABI,ES

DEFERRED WATER SUPP],Y CONTRACTS

TOTAI, NONCURRENT ASSETS

TOTAL A$SETS

LIABIIJITIES

CURRENT LIABTLTTIES

ACCOUNTS PAYABI,E

ACCOUNTS PAYABI,E CAPITAI,

ACCRUED PAYRO],L I,IABII,ITIES
NOTES PAYABI,E

NOTES PAYABI.E DI$COUNT

BONDS PAYABI,E

fitTT TA THF CdIT|\IfV

ACCRUED INTEREST

CONTRACT RETENTION

DSFERRED REVENUE

TOTAI, CURRENT I,IABII,TTIES

NONCURRENT - 
I,IAB I I,I T T ES

CAPITAI, I,EASE PAYABI,E

REVENUE BONDS

UNAMORTIZED PREMIUM

GENERAI, OBI,IGATION BONDS

OTHER PO$T EMPI,OYMENT BENEFITS I,IAB.

DUE TO THE COUNTY

TOTAL NONCURRENT I,IABII,ITIES

TOTAI, I,IABII,ITIES

L, 073 , 155 .49

79,'766,674.82

6,70L,86L,25
1s9,s?6.28

'7,063,636.00

5, Bs0, s04,29
167, 080 . 00

383, 548 . LL

1!?, Jllq. qq

lqLi?q, qq!. q4

469,495,238.16
(ard,d5d,6t4.5v1

29 , 07f , L46 .27

5 ,425 ,558 . 54

0.00

18s- lff, i!1. !r

485,45],886.11

6, r88, 594 . 06

5 ,423 ,44

217 ,8'73 .4r
70, 000, 000 . 00

( ?0,100.31)
23, 030, o0o . oo

0 ' 00

L,9'75,??8.39
r,5'76,290.07
1, 82 8 , 154 a!?

104, 851, 5?L !9

0.00
61-,465,000.00

( 2,r54, 996.65)
0.00

44, 637.00
!. qq

1 05 , 52r .20
'7t,290,331.38

q ?94 11rl q?

34, 216 .65

7 ,346,181.00
84, 102 .84

157, 080 , 00

338,394 .56

119, 025 .13

89,419,263.34

492,797,975,50
(120, s49,2I3,321

505,434 .54

631 , 568 .54

0.00
3'73,392,765.26

462,87?,0?8.60

5, 148, 313 . 74

1, 109, 647 . 55

309, 236 . ?0

54, oo0, 000 . 0o

( 83, 333 .30 )

11, 090, ooo . oo

0 ' 00

1,550,674.0?
1,687, ?i!.1?

76,781 ,:t21:4!

50,375, 000 .00
( 1, sr0,801.90)

0.00
46,'766,0O

48,946.€lLl5

125, 134, 725 . 85Jb4, 4tb, roJ , r4
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01 -WATER FIJND

ASSETS

201 0-201 1

BAI+ANCE

PAGE r 2

?0Lt -20L2
BAI.ANCE

PM DUPAGE WATER COMMISSION

BAI,ANCE SHEET

A$ OF: FEBRUARY 29'rH, 2OI2

BEGINNING EQUITY/RESERVES

TOTAI, REVENUE

TOTAI, EXPENSES

NET CHANGE

TOTAI, EQUITY/RESERVES

NET ASSETS

ff-1.llJ..JJl-i-?.

76,624,9'7L,22

-79,335. Ze.:g!
28q, 191.17

???41j.J22,E2

486.461".886.1L

323 , OLs ,378 ,24

82,8'7'7,0L4.00
b5,J5)/VO7.+F

tr Jrt Jt- -a

337 ,137 ,302.75

462,8'72,028.60
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INVESTMENT POLICY 
 

This policy authorizes the Commission to invest funds in certain authorized classes of securities.  
All persons from the Commission involved in the investment of public funds are to comply with the 
provisions relating to the deposit and investment of public funds.  The purpose of this Statement of 
Investment Policy and Guidelines (this “Policy”) is to establish cash management and investment 
guidelines for the Commission.  This Policy has been prepared in accordance with the Public Funds 
Investment Act (30 ILCS 235), Exhibit A. 
 
1.0   POLICY 
 

The Commission is responsible for the management of daily receipt and investment of cash and 
related accounting operations. The Treasurer is the Chief Investment Officer of the Commission and 
investments may be directed by the Treasurer, General Manager, Office designees, or outside professional 
fund managers, in accordance with this Policy.   

 
It is the policy of the Commission to invest all funds under the control in a manner that provides 

the highest investment return using authorized instruments while meeting the Commission’s daily cash 
flow demands in conformance with this policy, its objectives, applicable ordinances and laws. 
 
2.0 SCOPE OF POLICY: 
 

This Policy applies to all investments held within and made on behalf of the Commission.  
 
3.0 OBJECTIVES: 
 

The primary objective in the investment of funds under control of the Commission is to ensure 
the safety of principal, while managing liquidity requirements of debt service and other financial 
obligations of the Commission, providing the highest investment return using authorized investment 
instruments. 

 
3.1 Safety. 

The safety of principal is the foremost objective of the investment program.  Commission 
investments shall be undertaken in a manner that seeks to ensure the preservation of 
capital in the portfolio.  To attain this objective, diversification is required to ensure that 
the Commission prudently manages market, interest rate and credit risk.  Each investment 
purchase shall be limited to those defined as eligible under the Policy.   
 

3.2 Liquidity. 
The investment portfolio shall remain sufficiently liquid to enable the Commission to 
meet all operating requirements that might be reasonably anticipated.  Except as 
otherwise authorized by the Board, all investments shall be fully payable as to principal 
and interest within five years from the date of purchase.   
 

3.3 Return on Investments. 
The investment portfolio shall be designed to obtain the highest available return, taking 
into account the Commission’s investment risk constraints and cash flow needs.  The 
Commission shall seek to obtain the highest available return using authorized 
investments. 
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4.0 STANDARD OF CARE: 
 

To accomplish the objectives of the Commission, all authorized persons engaged in the 
investment process will perform their duties responsibly in accordance with the following standard: 

 
“Investments shall be made with care, skill, prudence, and diligence under the circumstances then 
prevailing, specifically including, but not limited to, the general economic conditions and the 
anticipated needs of the Commission, that a prudent person acting in a like capacity and 
familiarity with those matters would use in the conduct of funds of like character and with like 
aims, to safeguard the principal and maintain the liquidity needs of the Commission.” 
 
The standard of care to be used by the Commission shall be the “prudent investor” standard and 

shall be applied in the context of managing an overall portfolio.  Those involved in investing shall: (i) act 
in accordance with written procedures and this Policy, (ii) exercise due diligence, (iii) prepare all reports 
in a timely fashion and (iv) exercise appropriate action to control adverse developments. 

 
5.0 OPERATIONAL GUIDELINES:        

 
5.1 Particular Fund Investments: 

The Commission requires that any investments of a particular restricted account be 
credited to that account. Principal and interest shall be credited to the particular restricted 
account so invested.  Any two of the following four officials, 1)General Manager, 
2)Treasurer, 3)Finance Committee Chairman, and 4) Commission Chairman, may 
transfer ownership of any security purchased with monies of a particular restricted 
account to another restricted or unrestricted account of the Commission.  The particular 
restricted account originally invested shall be credited with the amount of the principal 
and accrued interest up to the date of the transfer of ownership of such security from that 
particular restricted account to the other restricted/unrestricted account. 
 

5.2 Competitive Bidding: 
At least three (3) competitive bids are to be solicited on most investment transactions 
made by the Commission.  Bids/quotes and markups or discounts need to be consistent 
with prevailing institutional trades at the time of each transaction and are to be compared 
to market quotations for the same type and maturity investment. In certain emergency 
circumstances, the Commission may solicit less than three (3) competitive bids.  The 
guiding principle with choosing any bid for any investment transaction made by the 
Commission is the quality of the bid and the assurance that the bidder can complete the 
investment transaction. 
 

6.0 ETHICS AND CONFLICT OF INTEREST: 
 

It is the policy of the Commission that no person acting on behalf of the investment function in 
shall, in any manner, have any interest, either directly or indirectly, in any investments in which the 
Commission is authorized to invest; or receive in any manner, compensation of any kind, from any 
investments from the sellers, sponsors or managers of such investments.  Officers and other staff involved 
in the investment process shall refrain from personal business activity that could conflict with proper 
execution of the investment program, or which could impair their ability to make impartial investment 
decisions. 
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7.0 AUTHORIZED INVESTMENTS: 

 
The Board has authorized the following types of investments subject to the provisions of the 

 Public Funds Investment Act (30 ILCS 235): 
 

The investment portfolio will be diversified to avoid incurring undue concentration in securities of one 
type or securities of one financial institution or maturities. 

 
a. Bonds, notes, certificates of indebtedness, treasury bills, or other securities now or 

hereafter issued, which are guaranteed as to the payment of principal and interest by the 
full faith and credit of the United States of America.  
 
Maximum Aggregate Position  No Limit 
 

b. Bonds, notes, debentures, or other similar obligations of the United States of America or 
its agencies and its instrumentalities. 

 
Maximum Aggregate Position  No Limit 

 
c. Interest-bearing savings accounts, certificates of deposit, time deposits, or any other 

investments constituting direct obligations of any bank as defined by the Illinois 
Banking Act, the deposits of which are insured by the Federal Deposit Insurance 
Corporation.  Any such investments made in excess of such  deposit insurance shall be 
secured as provided in Section 10.0.  

 
Maximum Aggregate Position 50% of total portfolio 

 
d. Short-term obligations of corporations (Commercial Paper) organized in the United States 

of America with assets exceeding $500,000,000; obligations must be rated at the time of 
purchase A1/P1 or better by Standard & Poor’s and Moody’s, respectively, and must 
mature not later than 210 days from the date of purchase; the Board's investment in the 
short-term obligations of a single issuer shall not exceed 10% of that corporation's 
outstanding obligations. 

 
Maximum Position with Single Issuer  5% of total portfolio 
Maximum Aggregate Position   33% of total portfolio 

 
e. Money market mutual funds registered under the Investment Company Act of 1940, as 

from time to time amended; the portfolio of any such money market fund must be limited to 
obligations specified in subsection [a] or [b] of this section and to agreements to 
repurchase such obligations.  All underlying securities of the fund must mature within twelve 
months or less, and the fund must maintain a weighted average portfolio maturity of 90 
days or less. Prospectuses must be on file, reviewed, and approved before investing. 

 
Maximum Aggregate Position  No Limit 

 
f. Shares or other forms of securities legally issuable by savings and loan associations 

incorporated under the laws of any state or of the United States of America, the shares 
or investment certificates of which are insured by the Federal Deposit Insurance 
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Corporation.  Any such investments made in excess of  such deposit insurance shall be 
secured as provided in Section 10.0. 

 
Maximum Aggregate Position 50% of total portfolio 
 

g. Dividend-bearing share accounts, share certificate accounts, or other such class of share 
accounts of a credit union chartered under the laws of the State of Illinois or of the United 
States of America, provided that deposits are insured by applicable law and that the credit 
union's principal office is located within the State of Illinois.  Any such investments made 
in excess of such deposit insurance, shall be secured as provided in Section 10.0 

 
Maximum Aggregate Position  25% of total portfolio 

 
h. Interest bearing bonds of any county, township, city, village, incorporated town, 

municipal corporation, or school district, of the State of Illinois, or any other state, or of 
any political subdivision or agency of the State of Illinois or of any other state, whether 
the interest earned thereon is taxable or tax-exempt under federal law.  The bonds shall be 
registered in the name of the municipality or county or held under a custodial agreement 
at a bank.  The bonds shall be rated at least A- by Standard and Poor’s or A3 by Moody’s 
at the time of purchase. 
 
Maximum Aggregate Position 25% of total portfolio 

 
i. Any other suitable investment instrument permitted by applicable state laws governing public 

investments subject to the reasonable exercise of prudence in making investments of public 
fund. 
 

8.0 REVENUE BOND ORDINANCES: 
 
The 1987 and 1993 Revenue Bond Ordinances must be observed with particular attention 
paid to the Interest and Principal accounts that must be invested in U.S. Government 
guaranteed securities.   

 
9.0 INVESTMENT RESTRICTIONS: 
 

The Commission will not utilize investment of leveraged transactions, financial forwards, futures, 
hedged investments, index amortizing notes, dual index notes, de-leveraged bonds, range bonds, inverse 
floaters, and any other financial derivative.  The Commission is not authorized, without the approval of 
the Board, to (i) invest in financial agreements whose returns are linked to or derived from the 
performance of some underlying asset such as bonds, currencies or commodities products, or (ii) borrow 
against or otherwise obligate Commission investments.  No investment maturity can be longer than 5 
years. 

 
 
10.0 COLLATERALIZATION: 
 

In order to protect the Commission’s deposits, depository institutions are to maintain collateral 
pledges on Commission certificates of deposit during the term of the deposit of at least 102% of 
marketable U.S. government or approved securities or surety bonds issued by top-rated insurers.  
Collateral is required as security for any amount in excess of the federal deposit insurance limit.  The 
collateral required to secure Commission funds must be held in safekeeping and pursuant to collateral 
agreements which would prohibit release or substitution of pledged assets without proper written 
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notification and authorization of the Treasurer or General Manager.  Repurchase agreements must also be 
collateralized in an amount of 102% of market value of principal and accrued interest. 

 
The final maturity of acceptable collateral pledged shall not exceed 60 months.  Collateral 

pledged for repurchase agreements shall be marked to market at least weekly during the term of the 
agreement.  Additional collateral will be required when the ratio falls below the level required. 

 
11.0 SAFEKEEPING AND CUSTODY: 
 

All securities and collateral will be held by a third party custodian designated by the Commission 
and evidenced by safekeeping receipts.  Safekeeping will be documented by an approved written 
agreement.  This may be in the form of a safekeeping agreement, trust agreement, escrow agreement or 
custody agreement. 

 
 

12.0 DIVERSIFICATION: 
 

A variety of financial instruments and maturities, properly balanced, will help to ensure liquidity 
and reduce risk or interest rate volatility and loss of principal.  Diversifying investments and maturities 
will avoid incurring unreasonable risks in the investment portfolio regarding specific security types, 
issuers or individual financial institutions.   

 
13.0 INTERNAL CONTROLS: 

 
The Commission, shall maintain a system of internal controls and written operational procedures 

that shall be documented.  The controls shall be designed to prevent the loss of public funds arising from 
fraud, employee error, and misrepresentation by third parties, unanticipated changes in financial markets 
or imprudent actions by authorized investment officers. 

 
In addition, the Commission has established a system of internal controls to ensure that staff 

positions and functional duties are adequately segregated for separation of duties between the investment 
and accounting operations.   

 
These controls shall be tested and reviewed periodically by external auditors during the audit. 

 
14.0 PERFORMANCE EVALUATION: 

 
The Commission will utilize the following benchmarks as appropriate to determine whether 

market average yields are being achieved: 
 

Account Benchmark 

Water O&M BoA/Merrill Lynch 3-Month U.S. Treasury Bill Index 
Water O&M Reserve BoA/Merrill Lynch 1 – 5 Year U.S. Treasury Index 
Depreciation  BoA/Merrill Lynch 1 – 5 Year U.S. Treasury Index 
Board Designated Reserve BoA/Merrill Lynch 1 – 5 Year U.S. Treasury Index 
General Account BoA/Merrill Lynch 3-Month U.S. Treasury Bill Index  
Sales Tax BoA/Merrill Lynch 1 – 3 Year U.S. Treasury Index 

 
For all other funds (i.e., the Interest and Principal accounts), the rate of return should equal or 

exceed the rate of return on Treasury securities of like maturities and like purchase dates. 
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15.0 REPORTING: 

 
The Commission shall record all investment transactions.  A written report will be generated 

monthly for internal purposes listing all active investments by class or type, maturity of investments, book 
value, interest rate, income earned, including the fair market value of all investments as of the report date 
and other pertinent information deemed necessary.  This report will be submitted to the General Manager 
of the Commission for distribution to the Board no less than on a quarterly basis pursuant to the Public 
Funds Investment Act. 

 
16.0 POLICY ADOPTION AND AMENDMENT: 

 
This Policy shall be adopted by a resolution of the Board.  This Policy may be reviewed from 

time to time and amended upon approval of the Board. 
 

  



 

 7 

Exhibit A 
 

ILLINOIS PUBLIC FUNDS INVESTMENT ACT 
(30 ILCS 235/) 

 
    (30 ILCS 235/0.01) (from Ch. 85, par. 900)  
    Sec. 0.01. Short title. This Act may be cited as the 
Public Funds Investment Act.  
(Source: P.A. 86-1324.)  

 
 

    (30 ILCS 235/1) (from Ch. 85, par. 901)  
    Sec. 1. The words "public funds", as used in this Act, 
mean current operating funds, special funds, interest and 
sinking funds, and funds of any kind or character belonging to 
or in the custody of any public agency.  
    The words "public agency", as used in this Act, mean the 
State of Illinois, the various counties, townships, cities, 
towns, villages, school districts, educational service 
regions, special road districts, public water supply 
districts, fire protection districts, drainage districts, 
levee districts, sewer districts, housing authorities, the 
Illinois Bank Examiners' Education Foundation, the Chicago 
Park District, and all other political corporations or 
subdivisions of the State of Illinois, now or hereafter 
created, whether herein specifically mentioned or not. This 
Act does not apply to the Illinois Prepaid Tuition Trust Fund, 
private funds collected by the Illinois Conservation 
Foundation, or pension funds or retirement systems established 
under the Illinois Pension Code, except as otherwise provided 
in that Code.  
(Source: P.A. 91-669, eff. 1-1-00; 92-797, eff. 8-15-02.)  

 
 

    (30 ILCS 235/2) (from Ch. 85, par. 902)  
    Sec. 2. Authorized investments.  
    (a) Any public agency may invest any public funds as 
follows:  
        (1) in bonds, notes, certificates of indebtedness,  

     

treasury bills or other securities now or hereafter 
issued, which are guaranteed by the full faith and credit 
of the United States of America as to principal and 
interest; 

 

        (2) in bonds, notes, debentures, or other similar  

     obligations of the United States of America, its agencies, 
and its instrumentalities; 

 

        (3) in interest-bearing savings accounts,  

     

interest-bearing certificates of deposit or 
interest-bearing time deposits or any other investments 
constituting direct obligations of any bank as defined by 
the Illinois Banking Act; 

 

        (4) in short term obligations of corporations  

     

organized in the United States with assets exceeding 
$500,000,000 if (i) such obligations are rated at the time 
of purchase at one of the 3 highest classifications 
established by at least 2 standard rating services and 
which mature not later than 270 days from the date of 
purchase, (ii) such purchases do not exceed 10% of the 
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corporation's outstanding obligations and (iii) no more 
than one-third of the public agency's funds may be 
invested in short term obligations of corporations; or 

 

        (5) in money market mutual funds registered under  

     

the Investment Company Act of 1940, provided that the 
portfolio of any such money market mutual fund is limited 
to obligations described in paragraph (1) or (2) of this 
subsection and to agreements to repurchase such 
obligations. 

 

    (a-1) In addition to any other investments authorized 
under this Act, a municipality may invest its public funds in 
interest bearing bonds of any county, township, city, village, 
incorporated town, municipal corporation, or school district, 
of the State of Illinois, of any other state, or of any 
political subdivision or agency of the State of Illinois or of 
any other state, whether the interest earned thereon is 
taxable or tax-exempt under federal law. The bonds shall be 
registered in the name of the municipality or held under a 
custodial agreement at a bank. The bonds shall be rated at the 
time of purchase within the 4 highest general classifications 
established by a rating service of nationally recognized 
expertise in rating bonds of states and their political 
subdivisions.  
    (b) Investments 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 
discount obligations of the Federal National Mortgage 
Association or in shares or other forms of securities legally 
issuable by savings banks or savings and loan associations 
incorporated under the laws of this State or any other state 
or under the laws of the United States. Investments may be 
made only in those savings banks or savings and loan 
associations the shares, or investment certificates of which 
are insured by the Federal Deposit Insurance Corporation. Any 
such securities may be purchased at the offering or market 
price thereof at the time of such purchase. All such 
securities so purchased shall mature or be redeemable on a 
date or dates prior to the time when, in the judgment of such 
governing authority, the public funds so invested will be 
required for expenditure by such public agency or its 
governing authority. The expressed judgment of any such 
governing authority as to the time when any public funds will 
be required for expenditure or be redeemable is final and 
conclusive. Any public agency may invest any public funds in 
dividend-bearing share 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; provided, 
however, the principal office of any such credit union must be 
located within the State of Illinois. Investments may be made 
only in those credit unions the accounts of which are insured 
by applicable law.  
    (c) For purposes of this Section, the term "agencies of 
the United States of America" includes: (i) the federal land 
banks, federal intermediate credit banks, banks for 
cooperative, federal farm credit banks, or any other entity 
authorized to issue debt obligations under the Farm Credit Act 
of 1971 (12 U.S.C. 2001 et seq.) and Acts amendatory thereto; 
(ii) the federal home loan banks and the federal home loan 
mortgage corporation; and (iii) any other agency created by 
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Act of Congress.  
    (d) Except for pecuniary interests permitted under 
subsection (f) of Section 3-14-4 of the Illinois Municipal 
Code or under Section 3.2 of the Public Officer Prohibited 
Practices Act, no person acting as treasurer or financial 
officer or who is employed in any similar capacity by or for a 
public agency may do any of the following:  
        (1) have any interest, directly or indirectly, in  

     any investments in which the agency is authorized to 
invest. 

 

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

        (3) receive, in any manner, compensation of any kind  

     from any investments in which the agency is authorized to 
invest. 

 

    (e) Any public agency may also invest any public funds in 
a Public Treasurers' Investment Pool created under Section 17 
of the State Treasurer Act. Any public agency may also invest 
any public funds in a fund managed, operated, and administered 
by a bank, subsidiary of a bank, or subsidiary of a bank 
holding company or use the services of such an entity to hold 
and invest or advise regarding the investment 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 otherwise 
have authority to invest such funds, the public agency may 
invest such funds as if they were its own. Such funds must be 
released to the appropriate person at the earliest reasonable 
time, but in no case exceeding 31 days, after the private 
person becomes entitled to the receipt of them. All earnings 
accruing on any investments or deposits made pursuant to the 
provisions of this Act shall be credited to the public agency 
by or for which such investments or deposits were made, except 
as provided otherwise in Section 4.1 of the State Finance Act 
or the Local Governmental Tax Collection Act, and except where 
by specific statutory provisions such earnings are directed to 
be credited to and paid to a particular fund.  
    (g) A public agency may purchase or invest in repurchase 
agreements of government securities having the meaning set out 
in the Government Securities Act of 1986, as now or hereafter 
amended or succeeded, subject to the provisions of said Act 
and the regulations issued thereunder. The government 
securities, unless registered or inscribed in the name of the 
public agency, shall be purchased through banks or trust 
companies authorized to do business in the State of Illinois.  
    (h) Except for repurchase agreements of government 
securities which are subject to the Government Securities Act 
of 1986, as now or hereafter amended or succeeded, no public 
agency may purchase or invest in instruments which constitute 
repurchase agreements, and no financial institution may enter 
into such an agreement with or on behalf of any public agency 
unless the instrument and the transaction meet the following 
requirements:  
        (1) The securities, unless registered or inscribed  

     
in the name of the public agency, are purchased through 
banks or trust companies authorized to do business in the 
State of Illinois. 

 

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

 

        (3) A custodial bank must be a member bank of the  

     

Federal Reserve System or maintain accounts with member 
banks. All transfers of book-entry securities must be 
accomplished on a Reserve Bank's computer records through 
a member bank of the Federal Reserve System. These 
securities must be credited to the public agency on the 
records of the custodial bank and the transaction must be 
confirmed in writing to the public agency by the custodial 
bank. 

 

        (4) Trading partners shall be limited to banks or  

     trust companies authorized to do business in the State of Illinois or to registered primary reporting dealers. 
 

        (5) The security interest must be perfected.  
        (6) The public agency enters into a written master  

     repurchase agreement which outlines the basic responsibilities and liabilities of both buyer and seller. 
 

        (7) Agreements shall be for periods of 330 days or  
     less. 
 

        (8) The authorized public officer of the public  

     agency informs the custodial bank in writing of the maturity details of the repurchase agreement. 
 

        (9) The custodial bank must take delivery of and  

     

maintain the securities in its custody for the account of 
the public agency and confirm the transaction in writing 
to the public agency. The Custodial Undertaking shall 
provide that the custodian takes possession of the 
securities exclusively for the public agency; that the 
securities are free of any claims against the trading 
partner; and any claims by the custodian are subordinate 
to the public agency's claims to rights to those 
securities. 

 

        (10) The obligations purchased by a public agency  

     

may only be sold or presented for redemption or payment by 
the fiscal agent bank or trust company holding the 
obligations upon the written instruction of the public 
agency or officer authorized to make such investments. 

 

        (11) The custodial bank shall be liable to the  

     
public agency for any monetary loss suffered by the public 
agency due to the failure of the custodial bank to take 
and maintain possession of such securities. 

 

    (i) Notwithstanding the foregoing restrictions on 
investment in instruments constituting repurchase agreements 
the Illinois Housing Development Authority may invest in, and 
any financial institution with capital of at least 
$250,000,000 may act as custodian for, instruments that 
constitute repurchase agreements, provided that the Illinois 
Housing Development Authority, in making each such investment, 
complies with the safety and soundness guidelines for engaging 
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in repurchase transactions applicable to federally insured 
banks, savings banks, savings and loan associations or other 
depository institutions as set forth in the Federal Financial 
Institutions Examination Council Policy Statement Regarding 
Repurchase Agreements and any regulations issued, or which may 
be issued by the supervisory federal authority pertaining 
thereto and any amendments thereto; provided further that the 
securities shall be either (i) direct general obligations of, 
or obligations the payment of the principal of and/or interest 
on which are unconditionally guaranteed by, the United States 
of America or (ii) any obligations of any agency, corporation 
or subsidiary thereof controlled or supervised by and acting 
as an instrumentality of the United States Government pursuant 
to authority granted by the Congress of the United States and 
provided further that the security interest must be perfected 
by either the Illinois Housing Development Authority, its 
custodian or its agent receiving possession of the securities 
either physically or transferred through a nationally 
recognized book entry system.  
    (j) In addition to all other investments authorized under 
this Section, a community college district may invest public 
funds in any mutual funds that invest primarily in corporate 
investment grade or global government short term bonds. 
Purchases of mutual funds that invest primarily in global 
government short term bonds shall be limited to funds with 
assets of at least $100 million and that are rated at the time 
of purchase as one of the 10 highest classifications 
established by a recognized rating service. The investments 
shall be subject to approval by the local community college 
board of trustees. Each community college board of trustees 
shall develop a policy regarding the percentage of the 
college's investment portfolio that can be invested in such 
funds.  
    Nothing in this Section shall be construed to authorize an 
intergovernmental risk management entity to accept the deposit 
of public funds except for risk management purposes.  
(Source: P.A. 96-741, eff. 8-25-09.)  

 
 

    (30 ILCS 235/2.5)  
    Sec. 2.5. Investment policy.  
    (a) Investment of public funds by a public agency shall be 
governed by a written investment policy adopted by the public 
agency. The level of detail and complexity of the investment 
policy shall be appropriate to the nature of the funds, the 
purpose for the funds, and the amount of the public funds 
within the investment portfolio. The policy shall address 
safety of principal, liquidity of funds, and return on 
investment and shall require that the investment portfolio be 
structured in such manner as to provide sufficient liquidity 
to pay obligations as they come due. In addition, the 
investment policy shall include or address the following:  
        (1) a listing of authorized investments;  
        (2) a rule, such as the "prudent person rule",  

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

        (3) investment guidelines that are appropriate to  

     the nature of the funds, the purpose for the funds, and the amount of the public funds within the investment 
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portfolio; 
 

        (4) a policy regarding diversification of the  

     
investment portfolio that is appropriate to the nature of 
the funds, the purpose for the funds, and the amount of 
the public funds within the investment portfolio; 

 

        (5) guidelines regarding collateral requirements, if  

     

any, for the deposit of public funds in a financial 
institution made pursuant to this Act, and, if applicable, 
guidelines for contractual arrangements for the custody 
and safekeeping of that collateral; 

 

        (6) a policy regarding the establishment of a system  

     

of internal controls and written operational procedures 
designed to prevent losses of funds that might arise from 
fraud, employee error, misrepresentation by third parties, 
or imprudent actions by employees of the entity; 

 

        (7) identification of the chief investment officer  

     
who is responsible for establishing the internal controls 
and written procedures for the operation of the investment 
program; 

 

        (8) performance measures that are appropriate to the  

     
nature of the funds, the purpose for the funds, and the 
amount of the public funds within the investment 
portfolio; 

 

        (9) a policy regarding appropriate periodic review  

     
of the investment portfolio, its effectiveness in meeting 
the public agency's needs for safety, liquidity, rate of 
return, and diversification, and its general performance; 

 

        (10) a policy establishing at least quarterly  

     

written reports of investment activities by the public 
agency's chief financial officer for submission to the 
governing body and chief executive officer of the public 
agency. The reports shall include information regarding 
securities in the portfolio by class or type, book value, 
income earned, and market value as of the report date; 

 

        (11) a policy regarding the selection of investment  
     advisors, money managers, and financial institutions; and 
 

        (12) a policy regarding ethics and conflicts of  
     interest. 
 

    (b) For purposes of the State or a county, the investment 
policy shall be adopted by the elected treasurer and presented 
to the chief executive officer and the governing body. For 
purposes of any other public agency, the investment policy 
shall be adopted by the governing body of the public agency.  
    (c) The investment policy shall be made available to the 
public at the main administrative office of the public agency.  
    (d) The written investment policy required under this 
Section shall be developed and implemented by January 1, 2000.  
(Source: P.A. 90-688, eff. 7-31-98.)  

 
 

    (30 ILCS 235/2.10)  
    Sec. 2.10. Unit of local government; deposit at reduced 
rate of interest. The treasurer of a unit of local government 
may, in his or her discretion, deposit public moneys of that 
unit of local government in a financial institution pursuant 
to an agreement that provides for a reduced rate of interest, 
provided that the institution agrees to expend an amount of 
money equal to the amount of the reduction for senior centers.  
(Source: P.A. 93-246, eff. 7-22-03.)  
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    (30 ILCS 235/3) (from Ch. 85, par. 903)  
    Sec. 3. If any securities, purchased under authority of 
Section 2 hereof, are issuable to a designated payee or to the 
order of a designated payee, then the public agency shall be 
so designated, and further, if such securities are purchased 
with money taken from a particular fund of a public agency, 
the name of such fund shall be added to that of such public 
agency. If any such securities are registerable, either as to 
principal or interest, or both, then such securities shall be 
so registered in the name of the public agency, and in the 
name of the fund to which they are to be credited.  
(Source: Laws 1943, vol. 1, p. 951.)  

 
 

    (30 ILCS 235/4) (from Ch. 85, par. 904)  
    Sec. 4. All securities purchased under the authority of 
this Act shall be held for the benefit of the public agency 
which purchased them, and if purchased with money taken from a 
particular fund, such securities shall be credited to and 
deemed to be a part of such fund, and shall be held for the 
benefit thereof. All securities so purchased shall be 
deposited and held in a safe place by the person or persons 
having custody of the fund to which they are credited, and 
such person or persons are responsible upon his or their 
official bond or bonds for the safekeeping of all such 
securities. Any securities purchased by any such public agency 
under authority of this Act, may be sold at any time, at the 
then current market price thereof, by the governing authority 
of such public agency. Except as provided in Section 4.1 of 
"An Act in relation to State finance", all payments received 
as principal or interest, or otherwise, derived from any such 
securities shall be credited to the public agency and to the 
fund by or for which such securities were purchased.  
(Source: P.A. 84-1378.)  

 
 

    (30 ILCS 235/5) (from Ch. 85, par. 905)  
    Sec. 5. This Act, without reference to any other statute, 
shall be deemed full and complete authority for the investment 
of public funds, as hereinabove provided, and shall be 
construed as an additional and alternative method therefor.  
(Source: Laws 1943, vol. 1, p. 951.)  

 
 

    (30 ILCS 235/6) (from Ch. 85, par. 906)  
    Sec. 6. Report of financial institutions.  
    (a) No bank shall receive any public funds unless it has 
furnished the corporate authorities of a public agency 
submitting a deposit with copies of the last two sworn 
statements of resources and liabilities which the bank is 
required to furnish to the Commissioner of Banks and Real 
Estate or to the Comptroller of the Currency. Each bank 
designated as a depository for public funds shall, while 
acting as such depository, furnish the corporate authorities 
of a public agency with a copy of all statements of resources 
and liabilities which it is required to furnish to the 
Commissioner of Banks and Real Estate or to the Comptroller of 



 

 14 

the Currency; provided, that if such funds or moneys are 
deposited in a bank, the amount of all such deposits not 
collateralized or insured by an agency of the federal 
government shall not exceed 75% of the capital stock and 
surplus of such bank, and the corporate authorities of a 
public agency submitting a deposit shall not be discharged 
from responsibility for any funds or moneys deposited in any 
bank in excess of such limitation.  
    (b) No savings bank or savings and loan association shall 
receive public funds unless it has furnished the corporate 
authorities of a public agency submitting a deposit with 
copies of the last 2 sworn statements of resources and 
liabilities which the savings bank or savings and loan 
association is required to furnish to the Commissioner of 
Banks and Real Estate or the Federal Deposit Insurance 
Corporation. Each savings bank or savings and loan association 
designated as a depository for public funds shall, while 
acting as such depository, furnish the corporate authorities 
of a public agency with a copy of all statements of resources 
and liabilities which it is required to furnish to the 
Commissioner of Banks and Real Estate or the Federal Deposit 
Insurance Corporation; provided, that if such funds or moneys 
are deposited in a savings bank or savings and loan 
association, the amount of all such deposits not 
collateralized or insured by an agency of the federal 
government shall not exceed 75% of the net worth of such 
savings bank or savings and loan association as defined by the 
Federal Deposit Insurance Corporation, and the corporate 
authorities of a public agency submitting a deposit shall not 
be discharged from responsibility for any funds or moneys 
deposited in any savings bank or savings and loan association 
in excess of such limitation.  
    (c) No credit union shall receive public funds unless it 
has furnished the corporate authorities of a public agency 
submitting a share deposit with copies of the last two reports 
of examination prepared by or submitted to the Illinois 
Department of Financial Institutions or the National Credit 
Union Administration. Each credit union designated as a 
depository for public funds shall, while acting as such 
depository, furnish the corporate authorities of a public 
agency with a copy of all reports of examination prepared by 
or furnished to the Illinois Department of Financial 
Institutions or the National Credit Union Administration; 
provided that if such funds or moneys are invested in a credit 
union account, the amount of all such investments not 
collateralized or insured by an agency of the federal 
government or other approved share insurer shall not exceed 
50% of the unimpaired capital and surplus of such credit 
union, which shall include shares, reserves and undivided 
earnings and the corporate authorities of a public agency 
making an investment shall not be discharged from 
responsibility for any funds or moneys invested in a credit 
union in excess of such limitation.  
    (d) Whenever a public agency deposits any public funds in 
a financial institution, the public agency may enter into an 
agreement with the financial institution requiring any funds 
not insured by the Federal Deposit Insurance Corporation or 
the National Credit Union Administration or other approved 
share insurer to be collateralized by any of the following 
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classes of securities, provided there has been no default in 
the payment of principal or interest thereon:  
        (1) Bonds, notes, or other securities constituting  

     

direct and general obligations of the United States, the 
bonds, notes, or other securities constituting the direct 
and general obligation of any agency or instrumentality of 
the United States, the interest and principal of which is 
unconditionally guaranteed by the United States, and 
bonds, notes, or other securities or evidence of 
indebtedness constituting the obligation of a U.S. agency 
or instrumentality. 

 

        (2) Direct and general obligation bonds of the State  
     of Illinois or of any other state of the United States. 
 

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

        (4) Direct and general obligation bonds of any city,  

     
town, county, school district, or other taxing body of any 
state, the debt service of which is payable from general 
ad valorem taxes. 

 

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

        (6) Obligations issued, assumed, or guaranteed by  

     

the International Finance Corporation, the principal of 
which is not amortized during the life of the obligation, 
but no such obligation shall be accepted at more than 90% 
of its market value. 

 

        (7) Illinois Affordable Housing Program Trust Fund  

     Bonds or Notes as defined in and issued pursuant to the Illinois Housing Development Act. 
 

        (8) In an amount equal to at least market value of  

     

that amount of funds deposited exceeding the insurance 
limitation provided by the Federal Deposit Insurance 
Corporation or the National Credit Union Administration or 
other approved share insurer: (i) securities, (ii) 
mortgages, (iii) letters of credit issued by a Federal 
Home Loan Bank, or (iv) loans covered by a State Guarantee 
under the Illinois Farm Development Act, if that guarantee 
has been assumed by the Illinois Finance Authority under 
Section 845-75 of the Illinois Finance Authority Act, and 
loans covered by a State Guarantee under Article 830 of 
the Illinois Finance Authority Act. 

 

        (9) Certificates of deposit or share certificates  

     

issued to the depository institution pledging them as 
security. The public agency may require security in the 
amount of 125% of the value of the public agency deposit. 
Such certificate of deposit or share certificate shall: 

 

            (i) be fully insured by the Federal Deposit  

         

Insurance Corporation, the Federal Savings and Loan 
Insurance Corporation, or the National Credit Union 
Share Insurance Fund or issued by a depository 
institution which is rated within the 3 highest 
classifications established by at least one of the 2 
standard rating services; 

 

            (ii) be issued by a financial institution having  
         assets of $15,000,000 or more; and 
 

            (iii) be issued by either a savings and loan  

         
association having a capital to asset ratio of at 
least 2%, by a bank having a capital to asset ratio of 
at least 6% or by a credit union having a capital to 
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asset ratio of at least 4%. 
 

    The depository institution shall effect the assignment of 
the certificate of deposit or share certificate to the public 
agency and shall agree that, in the event the issuer of the 
certificate fails to maintain the capital to asset ratio 
required by this Section, such certificate of deposit or share 
certificate shall be replaced by additional suitable security.  
    (e) The public agency may accept a system established by 
the State Treasurer to aggregate permissible securities 
received as collateral from financial institutions in a 
collateral pool to secure public deposits of the institutions 
that have pledged securities to the pool.  
    (f) The public agency may at any time declare any 
particular security ineligible to qualify as collateral when, 
in the public agency's judgment, it is deemed desirable to do 
so.  
    (g) Notwithstanding any other provision of this Section, 
as security a public agency may, at its discretion, accept a 
bond, executed by a company authorized to transact the kinds 
of business described in clause (g) of Section 4 of the 
Illinois Insurance Code, in an amount not less than the amount 
of the deposits required by this Section to be secured, 
payable to the public agency for the benefit of the People of 
the unit of government, in a form that is acceptable to the 
public agency.  
    (h) Paragraphs (a), (b), (c), (d), (e), (f), and (g) of 
this Section do not apply to the University of Illinois, 
Southern Illinois University, Chicago State University, 
Eastern Illinois University, Governors State University, 
Illinois State University, Northeastern Illinois University, 
Northern Illinois University, Western Illinois University, the 
Cooperative Computer Center and public community colleges.  
(Source: P.A. 95-331, eff. 8-21-07.)  

 
 

    (30 ILCS 235/6.5)  
    Sec. 6.5. Federally insured deposits at Illinois financial 
institutions. 
    (a) Notwithstanding any other provision of this Act or any 
other statute, whenever a public agency invests public funds 
in an interest-bearing savings account, interest-bearing 
certificate of deposit, or interest-bearing time deposit under 
Section 2 of this Act, the provisions of Section 6 of this Act 
and any other statutory requirements pertaining to the 
eligibility of a bank to receive or hold public deposits or to 
the pledging of collateral by a bank to secure public deposits 
do not apply to any bank receiving or holding all or part of 
the invested public funds if (i) the public agency initiates 
the investment at or through a bank located in Illinois and 
(ii) the invested public funds are at all time fully insured 
by an agency or instrumentality of the federal government. 
    (b) Nothing in this Section is intended to: 
        (1) prohibit a public agency from requiring the bank  

     

at or through which the investment of public funds is 
initiated to provide the public agency with the 
information otherwise required by subsections (a), (b), or 
(c) of Section 6 of this Act as a condition of investing 
the public funds at or through that bank; or 

 

        (2) permit a bank to receive or hold public deposits  
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if that bank is prohibited from doing so by any rule, 
sanction, or order issued by a regulatory agency or by a 
court. 

 

    (c) For purposes of this Section, the term "bank"  

     includes any person doing a banking business whether subject to the laws of this or any other jurisdiction.  
 

(Source: P.A. 93-756, eff. 7-16-04.) 
 
 

    (30 ILCS 235/7) (from Ch. 85, par. 907)  
    Sec. 7. When investing or depositing public funds, each 
custodian shall, to the extent permitted by this Act and by 
the lawful and reasonable performance of his custodial duties, 
invest or deposit such funds with or in minority-owned 
financial institutions within this State.  
(Source: P.A. 84-754.)  

 
 

    (30 ILCS 235/8)  
    Sec. 8. Consideration of financial institution's 
commitment to its community.  
    (a) In addition to any other requirements of this Act, a 
public agency is authorized to consider the financial 
institution's record and current level of financial commitment 
to its local community when deciding whether to deposit public 
funds in that financial institution. The public agency may 
consider factors including, but not necessarily limited to:  
        (1) for financial institutions subject to the  

     

federal Community Reinvestment Act of 1977, the current 
and historical ratings that the financial institution has 
received, to the extent that those ratings are publicly 
available, under the federal Community Reinvestment Act of 
1977; 

 

        (2) any changes in ownership, management, policies,  

     
or practices of the financial institution that may affect 
the level of the financial institution's commitment to its 
community; 

 

        (3) the financial impact that the withdrawal or  

     denial of deposits of public funds might have on the financial institution; 
 

        (4) the financial impact to the public agency as a  

     result of withdrawing public funds or refusing to deposit 
additional public funds in the financial institution; and 

 

        (5) any additional burden on the resources of the  

     
public agency that might result from ceasing to maintain 
deposits of public funds at the financial institution 
under consideration. 

 

    (b) Nothing in this Section shall be construed as 
authorizing the public agency to conduct an examination or 
investigation of a financial institution or to receive 
information that is not publicly available and the disclosure 
of which is otherwise prohibited by law.  
(Source: P.A. 93-251, eff. 7-1-04.)  
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