MEMORANDUM


DATE:	 		August 1, 2014
TO:			Council President Steve Barnett, Members of the Common Council
FROM:		Clerk Treasurer Janet P. Alexander	
RE:		Investment Policy, Ordinance No. 14-11 Authorizing the Investment of Public Funds pursuant to I.C. 5-13-9-5.7, and Resolution No. 14-11 A Resolution of the Common Council of the City of Franklin Authorizing the Investment of Public Funds Pursuant to I.C. 5-13-9-5 and 5-13-9-5.3
Cc: 		Mayor Joe McGuinness
		Lynnette Gray, City Attorney

At your last regular meeting I presented you with my proposed city investment policy, a proposed ordinance allowing investments having a stated final maturity of more than two (2) years and not more than five (5) years, and a resolution authorizing investment in certificates of deposit in depositories designated by the state board of finance as a depository for state deposits under Indiana Code. 
The proposed investment policy serves many purposes. The first and most important is a public statement of our investment plan and philosophy. It outlines what the fiscal officer can and cannot do with city funds. It also is a resource for the members of the common council when questions about fiscal management policy arise.  Also Indiana Code requires that a municipality adopt an investment policy if they want to also adopt an ordinance allowing investment in legal instruments with a maturity beyond two (2) years. 
Last January the Council adopted Ordinance No.: 14-02 An Ordinance Authorizing the Clerk Treasurer of the City of Franklin Indiana, To Deposit, Invest, and Reinvest Funds in Local Financial Institutions Designated as Depositories.  This ordinance is needed to comply with requirements of the Public Depository Insurance Fund which was established by the state of Indiana to protect the deposits of local governments.  The ordinance states that the City of Franklin uses local banks identified as approved depositories by the Indiana Board of Finance.  
The proposed policy, investment ordinance, and investment resolution work in tandem with Ordinance 14-02.  It is my recommendation that the Council adopt all three of the proposed documents.

IC 5-13-9-5
Authorization to invest in certificates of deposit; quotes from depositories
     Sec. 5. (a) The board of county commissioners of each county, and the fiscal body of each political subdivision other than a county, may by ordinance or resolution authorize the investing officer of each, respectively, to invest in certificates of deposit of depositories that have not been designated by the local board of finance of either but have been designated by the state board of finance as a depository for state deposits under IC 5-13-9.5. An ordinance or a resolution adopted under this subsection must provide that the authority granted in the ordinance or resolution expires on a date that is not later than two (2) years after the date the ordinance or resolution is adopted.
    (b) With respect to any money to be invested in a deposit account under subsection (a), the investing officer shall solicit quotes for the certificates of deposit from at least three (3) depositories. If only one (1) depository has been designated for the political subdivision by its local board of finance, a quote must be solicited from that depository. If two (2) or more depositories have been designated for the political subdivision by its local board of finance, at least two (2) quotes must be solicited from the depositories thus designated. The quotes may be solicited and taken by telephone. A memorandum of all quotes solicited and taken shall be retained by the investing officer as a public record of the political subdivision under IC 5-14-3.
    (c) If a deposit is not placed in the designated depository quoting the highest rate of interest, the investing officer shall follow the procedures and priority for placing deposits that are set forth in section 4 of this chapter and note the reason for placing the deposit on the memorandum of quotes.
As added by P.L.19-1987, SEC.11. Amended by P.L.47-1991, SEC.1; P.L.18-1996, SEC.17; P.L.46-1997, SEC.13; P.L.115-2010, SEC.9.
[bookmark: IC5-13-9-5]


[bookmark: IC5-13-9-5.3]IC 5-13-9-5.3
Authorization to invest in interest bearing deposit accounts; conditions; exemption from security or pledging requirements
     Sec. 5.3. (a) For purposes of this section, "deposit account" does not include a deposit account described in IC 5-13-4-7(5).
    (b) In addition to the authority to invest in certificates of deposit under section 5 of this chapter and in transaction accounts under section 4 of this chapter, and notwithstanding any other law, the board of county commissioners of each county, and the fiscal body of each political subdivision other than a county, may by ordinance or resolution authorize the investing officer of each, respectively, to invest public funds in interest bearing deposit accounts in accordance with the following conditions:
        (1) The funds are initially invested through a depository that is selected by the investing officer.
        (2) The selected depository arranges for the deposit of the funds in interest bearing deposit accounts in one (1) or more federally insured banks or savings and loan associations, wherever located, for the account of the county or political subdivision.
        (3) The full amount of the principal and any accrued interest of each deposit are covered by insurance of any federal deposit insurance agency.
        (4) The selected depository acts as a custodian for the county or political subdivision with respect to the deposits.
        (5) On the same date that the county's or political subdivision's funds are deposited, the selected depository receives an amount of deposits covered by insurance of any federal deposit insurance agency from customers of other institutions, wherever located, at least equal to the amount of the funds invested by the county or political subdivision through the selected depository.
    (c) Public funds invested in accordance with subsection (b) are not subject to any security or pledging requirements that may otherwise be applicable to the deposit or investment of public funds.
As added by P.L.115-2010, SEC.10. Amended by P.L.31-2012, SEC.2.

IC 5-13-9-5.6
Final maturity; investment policy
     Revisor's Note: See IC 1-1-3.5-8 concerning the effective date of this section as amended by P.L.119-2012, SEC.1.
    Sec. 5.6. Except for investments allowed under section 2(f) or 2(g) of this chapter, investments made under this chapter must have a stated final maturity of not more than:
        (1) five (5) years after the date of purchase or entry into a repurchase agreement for a conservancy district located in a city having a population of more than five thousand (5,000) but less than five thousand one hundred (5,100);
        (2) five (5) years after the date of purchase or entry into a repurchase agreement for investments made from a host community agreement future fund established by ordinance of a town with a population of more than five thousand (5,000) but less than ten thousand (10,000) located in a county having a population of more than one hundred forty thousand (140,000) but less than one hundred fifty thousand (150,000); or 
        (3) two (2) years after the date of purchase or entry into a repurchase agreement for:
            (A) a fund not described in subdivision (1) or (2); or
            (B) a political subdivision that:
                (i) is not described in subdivision (1) or (2); and
                (ii) does not have in effect an investment policy and ordinance under section 5.7 of this chapter.
As added by P.L.18-1996, SEC.18. Amended by P.L.54-1999, SEC.2; P.L.212-1999, SEC.2; P.L.170-2002, SEC.15; P.L.43-2012, SEC.1.
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Political subdivision investment policy
     Sec. 5.7. (a) The fiscal body of a political subdivision may adopt an investment policy authorizing the investment of public funds of the political subdivision for more than two (2) years and not more than five (5) years. The policy must:
        (1) be in writing;
        (2) be adopted at a public meeting;
        (3) provide for the investment of public funds with the approval of the investing officer;
        (4) provide that the investments must be made in accordance with this article;
        (5) limit the total investments outstanding under this section to not more than twenty-five percent (25%) of the total portfolio of public funds invested by the political subdivision, including balances in transaction accounts; and
        (6) state a date on which the policy expires, which may not be more than four (4) years after the date on which the policy takes effect.
    (b) A policy adopted by a fiscal body under subsection (a) remains in effect only through the date of expiration established in the policy, which may not be more than four (4) years after the date on which the policy takes effect.
    (c) A fiscal body that has adopted a written investment policy under subsection (a) may adopt an ordinance authorizing its investing officer to make investments having a stated final maturity that is:
        (1) more than two (2) years; but
        (2) not more than five (5) years;
after the date of purchase or entry into a repurchase agreement.
    (d) An ordinance adopted by a fiscal body under subsection (c) and the power to make an investment described in subsection (c) expire on the date on which the policy expires, which may not be more than four (4) years after the date on which the policy takes effect.
    (e) After an investment of public funds of a political subdivision is made by the investing officer under this section, the total investments of the political subdivision outstanding under this section may not exceed twenty-five percent (25%) of the total portfolio of public funds invested by the political subdivision, including balances in transaction accounts. However, an investment
[bookmark: IC5-13-9-5.7]that complies with this section when the investment is made remains legal even if:
        (1) the investment policy has expired; or
        (2) a subsequent decrease in the total portfolio of public funds invested by the political subdivision, including balances in transaction accounts, causes the percentage of investments outstanding under this section to exceed twenty-five percent (25%) of the total portfolio of public funds invested by the political subdivision.
    (f) An investing officer may contract with a federally regulated investment advisor or other institutional money manager to make investments under this section.
As added by P.L.43-2012, SEC.2. Amended by P.L.13-2013, SEC.9.

