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City of Indianapolis

Investment Policy

1.0 Policy:

It is the policy of the City of Indianapolis to invest public funds, with the approval of the investment officer,
in @ manner which will provide the highest investment return with the maximum security while meeting
the daily cash flow demands of the City of Indianapolis and conforming to all state/local statutes governing
the investment of public funds and in accordance with Title 5, Article 13 of the Indiana Code.

2.0 Scope:

This Investment Policy Statement applies to investment of public funds in securities by the Office of the
Finance and Management of the City of Indianapolis. These funds are accounted for in the City of
Indianapolis Comprehensive Annual Financial Report.

3.0 Prudence:

Investments shall be made with judgment and care-under circumstances then prevailing-which persons of
prudence, discretion and intelligence exercise in the management of their own affairs, not for speculation,
but for investment, considering the probable safety of their capital as well as the probable income to be
derived.

3.1 The standard of prudence to be used by investment officials shall be the "prudent person"
standard and shall be applied in the context of managing an overall portfolio. Investment officers
acting in accordance with written procedures and the investment policy and exercising due
diligence shall be relieved of personal responsibility for an individual security's credit risk or
market price changes, provided deviations from expectations are reported in a timely fashion
and appropriate action is taken to control adverse developments.

4.0 Objective:

The primary objectives, in priority order, of the City of Indianapolis investment activities shall be:

4.1 Safety: Safety of principal is the foremost objective of the investment program. Investments
of the City of Indianapolis shall be undertaken in a manner that seeks to ensure the preservation
of capital in the overall portfolio. To attain this objective, diversification is required in order that
potential losses on individual securities do not exceed the income generated from the remainder
of the portfolio.

4.2 Liquidity: The City of Indianapolis investment portfolio will remain sufficiently liquid to
enable the City of Indianapolis to meet all operating requirements which might be reasonably
anticipated.
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4.3 Return on Investments: The City of Indianapolis investment portfolio shall be designed to
maximize its return on investments while keeping safety and liquidity as a balance to
maximizing returns.

5.0 Delegation of Authority:

Authority to manage the City of Indianapolis investment program is derived from Chapter 5-13-9 of the
Indiana Code and Section 202-203 of the Revised Code of the Consolidated City and County
Indianapolis/Marion, Indiana. The City Controller is the Investment Officer. (IC 36-1-2-7) Management shall
be responsible for all transactions undertaken and shall establish a system of controls to regulate the
activities of subordinate officials. Responsibility for the investment program is hereby delegated to:

City Controller (Primary Responsibility)
Deputy Controller as assigned by the Controller (Secondary Responsibility)
Investment Manager or other title as determined by the Controller (Day to day activity)

5.1 Investment Procedures: The Controller of the City of Indianapolis shall establish written
investment policy procedures for the operation of the investment program consistent with this
policy. Such procedures shall include explicit delegation of authority to persons responsible for
investment transactions.

No person may engage in an investment transaction except as provided under the terms of this
policy and the procedures established by the Controller of the City of Indianapolis.

6.0 Ethics and Conflicts of Interest:

Officers and employees 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. Employees and investment officials shall complete the annual ethics
statements required by the City notwithstanding the normal qualifications for completing the statement.

7.0 Designation of depositories:

No public deposit shall be made except in a qualified public depository as established by the laws of the
State of Indiana.

8.0 Authorized & Suitable Investments:

8.1 Securities: The City of Indianapolis is empowered by statute to invest in the following types of
securities:

(1) Securities backed by the full faith and credit of the United States Treasury or fully
guaranteed by the United States and issued by the United State Treasury, a federal agency,
a federal instrumentality, or a federal government sponsored enterprise. (IC 5-13-9-
2).Funds may be invested in deposit accounts including passbook savings and money
market account offered by designated depository approved by the Board of Finance, or
fully collateralized repurchase or resale agreements with such approved depositories. (IC
5-13-9-3 and [C 5-13-9-5)

(2) Municipal securities issued by an Indiana local governmental entity, a quasigovernmental
entity related to the state, or a unit of government, municipal corporation, or special taxing
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district in Indiana, if the issuer has not defaulted on any of the issuer's obligations within
the twenty (20) years preceding the date of the purchase. (IC 5-13-9-2)

8.2 Master Repurchase Agreement: Repurchase agreements, including standing repurchase
agreements, commonly known as sweep accounts, must be with depositories designated by the
State Board of Finance as depositories for state funds. A repurchase agreement may only be for
securities which are issued or fully insured or guaranteed by the United States, a United States
government agency, an instrumentality of the United States, or a federal sponsored enterprise.
The depository shall determine daily that the repurchase agreements are fully collateralized base
on the market value of securities, and the depository shall deliver additional securities to make
the agreement collateralized to the required level. The collateral involved in a repurchase
agreement is not subject to the two-year maturity limitation. (IC 5-13-9-3)

8.3 Certificates of Deposit: The investment pool may be invested in negotiable certificates of
deposit having maturities of less than two years and in multiples of one million dollars providing
that market yields on CD's exceed treasury bills of comparable maturity | duration. Principle and
interest is insured by the Deposit Insurance Fund to the extent not covered any federal deposit
insurance agency. Eligible financial institutions must have a market share of at least one- percent
of the average daily deposits in Marion County and must maintain a capital ratio in excess of the
minimum required by the appropriate governmental supervisory body for each institution. For
institutions rated Prime-I, there is no limitation on total investment per institution. However, total
investment with a non-rated institution is limited to the lessor of 10% of the institution's capital or
five million dollars, and ninety days maximum maturity. (IC 5-13-9-4)

8.4 Cash Management Systems: The City of Indianapolis may contract with a designated
depository for the operation of an investment cash management system. If no institution within
the City of Indianapolis can provide a system, then the contract may be awarded to a depository
outside the City of Indianapolis but with a principal office or branch within the state. (IC 5-13-11-
1,1C5-13-11-2)

9.0 Investment Pools:
A thorough investigation of the pool/fund is required prior to investing. and on a continual basis.

The following must be examined and analyzed prior to investment:

- A description of eligible investment securities, and a written statement of investment policy and
objectives.

- A description of interest calculations and how it is distributed, and how gains and losses are treated.

- A description of how the securities are safeguarded (including the settlement processes), and how often the
securities are priced and the program audited.

- A description of who may invest in the program, how often, what size deposit and withdrawal are allowed.
- A schedule for receiving statements and portfolio listings.

- Are reserves, retained earnings, etc. utilized by the pool/fund?
. A fee schedule, and when and how is it assessed.

10.0 Collateralization:

Collateralization will be required on repurchase agreements. In order to anticipate market changes and
provide a level of security for all funds, the collateralization level will be (102%) of market value of
principal and accrued interest. The City of Indianapolis reserves to right to choose the collateral providers.
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Collateral will always be held by an independent third party with which the entity has a current custodial
agreement. A clearly marked evidence of ownership must be supplied to the entity and retained. The right
of collateral substitution is granted.

11.0 Safekeeping and Custody:

All security transactions, including collateral for repurchase agreements, entered into by the City of
Indianapolis shall be conducted on a delivery-versus-payment (DVP) basis. Securities will be held by a third-
party custodian designated by the Controller and evidenced by monthly statement.

12.0 Diversification:

Maturities shall be time diversified over a schedule determined by known liabilities and/or to achieve target
duration or weighted average maturity for the portfolio based on the judgment of the Controller.

13.0 Maximum Maturities:

To the extent possible, the City of Indianapolis will attempt to match its investments with anticipated cash
flow requirements. The City of Indianapolis may invest in securities for more than two (2) years and not
more than five (5) years in accordance with IC 5-13-9-5.7. The total investments outstanding under this
policy shall not exceed 25% of the total portfolio of public funds invested by the City of Indianapolis,
including balances in transaction accounts. The remaining balance of investments must be for a maturity of
two years or less.

14.0 Internal Control:

The Controller shall establish an annual process of independent review by an external auditor. This review
will provide internal control by assuring compliance with policies and procedures.

15.0 Performance Standards:

The investment portfolio shall be designed with the objective of obtaining a maximum rate of return
throughout budgetary and economic cycles, commensurate with the investment risk constraints and the
cash flow needs.

16.0 Reporting:

The Controller's Office shall provide investment reports to the Board of Finance as requested, which provides
a clear picture of the status of the current investment portfolio.

This Investment Policy for the Office of Finance and Management of the City of
Indianapolis is effective as of the 1°" of December 2018 and, in accordance with IC 5-13-9-
5.7(a)(6), expires on December 1, 2022.

Signed: Date: 02/03/2020

Ken L. Clark, City Controller
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