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LETTER FROM ILLINOIS STATE TREASURER
MICHAEL W. FRERICHS

Dear Illinois Residents,

The Treasurer is the state’s chief investment officer and has been for more than 200 years. Our 
investments support state and local governments and our cautious approach emphasizes the 
protection of capital. For every dollar we spend in operations, we return $28 to the state. I am 
proud of this return on investment. 

I also believe it is equally important that the office invests in people. Among our most effective 
tools:

Saving for College: Our 529 college savings plans are tools to help families plan for a 
bright future. Upon taking office, the Treasurer’s Office conducted a large-scale evaluation and 
overhaul of the college savings and scholarship programs to ensure that the programs are 
providing the best services at the greatest value. There are over 400,000 active college savings 
accounts.

Saving for Retirement: Retirement insecurity puts a strain on families and stresses public 
assistance programs. The Secure Choice Savings Program provides retirement savings options 
for workers throughout our state. Illinois is a national leader in this effort.
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Helping our Children: In 2015, the Treasury supported the passage of the Achieving a Bet-
ter Life Experience (ABLE) Act, which provides individuals with special needs and their families 
a tool to save for the future. Similar to a tax-advantaged college savings account, ABLE will al-
low for families to invest money for future qualified expenses. The Treasurer’s Office continues 
to work with stakeholders to ensure a quality and effective program. 

Investing in Illinois Technology: Illinois is the Midwest’s tech hub. The Technology De-
velopment Act (TDA) allows the Treasury to provide targeted investments to Illinois tech entre-
preneurs and start-ups. Investments from TDA have led to success stories from Illinois-based 
companies like Spot Hero, Sitter City, and Trunk Club. We will build upon this success in 2016 
with a second round of investment capital that focuses on growing the tech industry in Illinois.

Fighting for Families: Our unclaimed property unit safeguards more than $2 billion in 
cash and valuables. Examples include bank safe deposit box contents or an undelivered pay-
check or refund. Life insurance policies also are included. Curiously, a life insurance company 
has sued to block our efforts to identify unpaid life insurance benefits that should have been 
distributed following a loved one’s death. This has occurred despite dozens of life insurance 
companies complying with our reasonable request. 

There are other tools, of course. We made strides this year in evaluating our Ag Invest Pro-
gram. We took a proactive review of our community lenders and withdrew funds from insti-
tutions not meeting our expectations. We continue to promote opportunities for minorities, 
Veterans, women and disabled individuals. Investing in dollars and human capital knows no 
partisan boundary. As a public office, we must reflect all of the people we serve. We took im-
portant steps to do so this year and I am eager to build upon our success.

I am excited about our accomplishments and believe we can achieve more in 2016. Driving this 
optimism is our approach to making decisions. Our children and their future must be the most 
important factor when evaluating our choices. This approach will allow us to remain focused so 
we can pay it forward and provide families with the tools they need to succeed.

Sincerely, 

Michael W. Frerichs

This annual report is intended to fulfill the requirements of Section 15 of the State Treasurer 
Act, Section 3(a) of the State Finance Act and Article V, Section 19 of the Illinois Constitution.
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MISSION STATEMENT
The Illinois State Treasurer’s Office is dedicated to protecting the state’s investment portfolio, 
ensuring the liquidity of all investments, and consistently producing earnings at or above industry 
standards.

Our investment decisions will promote education, access, and opportunity for individuals and gov-
ernmental bodies across our state to give families the tools to achieve the American Dream.

The Treasurer’s Office is committed to fulfilling this mission in a highly professional and ethical 
manner, while striving for transparency, efficiency, and preservation of public trust.
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State Portfolio & Banking

State legislators budget almost all public monies that are collected, but that money is not spent 
all at once.  The Treasurer’s Office is responsible for safekeeping public monies and managing 
the State Portfolio, ensuring liquidity is available to meet the state’s obligations and investing all 
remaining funds in authorized investments.  The State Portfolio, with total assets over $11.5 billion, 
is an internally managed investment program that aims to ensure the safety of principal, liquidity, 
diversification, return on investment, and support community development efforts.

The Illinois Funds

Created in 1975, The Illinois Funds was the first local government investment pool established in 
the nation, thereby enabling communities across the state to invest their money together in a se-
cure money market fund to earn greater returns.  The fund is comprised of over 2,200 participating 
entities, holding more than 6,400 accounts with net assets of over $5.2 billion.

The Illinois Funds is a safe, secure, highly liquid, diversified money market fund that holds Stan-
dards & Poor’s AAAm rating, the highest fund rating possible. 



INVESTMENTS
E-Pay

E-Pay is an innovative electronic payment system available to Illinois Funds participants.  E-Pay 
enables state and local governments, as well as universities, to receive monies through various 
customized payment channels for minimal costs, providing governmental entities with a safe 
and secure electronic payment program that allows its customers to pay bills 24 hours a day, 
seven days a week.  As such, the Treasurer’s Office conducts and oversees program manage-
ment, including customer service, storage, transfer and data processing.

Accounting/Budget/Warrants

The Accounting/Budget/Warrants Division successfully performs daily, monthly, quarterly and 
annual general accounting activities, including balancing the general ledger, processing ac-
counts payable, reconciling bank accounts, and compiling budget estimates for the appropri-
ation process.  The Division is also responsible for processing forgery claims and depositing 
unclaimed property, circuit clerk, estate tax and other miscellaneous receipts.  The Accounting 
Division continues to work towards its overall objective to provide accurate and timely general 
and budgetary accounting services to internal and external constituents.

Credit Risk Analysis

The Credit Risk Analysis Unit is responsible for modeling, analyzing, and reporting on the 
Office’s investment portfolio to anticipate, identify, and mitigate credit risk exposure.  As such, 
this team assesses prospective and existing counterparties for credit worthiness, examines the 
eligibility and suitability of broker/dealers, develops quantitative and qualitative analytic mod-
els to measure risk, utilizes best practices of data analysis to ensure results are accurate, and 
presents formal analyses that guide the investment decisions of the Treasurer’s Office.

Investment Analysis & Due Diligence

The Investment Analysis and Due Diligence Unit is responsible for monitoring for external pro-
gram managers and funds within the investment vehicles of the Treasurer’s Office, including, 
but not limited to, the College Savings Program, Secure Choice Retirement Savings Program, 
Technology Development Accounts (TDA) I and II, and Achieving a Better Life Experience 
(ABLE) Account.  This unit continually measures investment performance, leads operational 
due diligence activities, evaluates externally managed investment programs with pertinent 
benchmarks and targets, and help guide decision-making regarding the continued appropri-
ateness of investment managers, policies, objectives, and management structures.
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INVEST IN ILLINOIS 
Linked Deposit Program

The Treasurer’s Linked Deposit programs provide reduced interest rates on loans to qualified 
small businesses, community providers, and farmers through approved Illinois financial institu-
tions by lowering the institution’s cost of funds. 

In a Linked Deposit transaction, the State Treasurer deposits state funds at a below-market rate 
with a financial institution that is offering a loan to finance an eligible project. Due to the lower 
cost of funds, the financial institution is able to offer the borrower a lower interest rate on the 
loan transaction. 

•	 Ag Invest

The Ag Invest Program is always evolving to fit the financial needs of local farmers. The 2015 
Ag Invest lending year is ending on a high note, with a more than 25% increase over the 2014 
lending year. The Ag Invest Program is an important funding tool, which gives financial insti-
tutions the ability to provide low interest loans to their farmers. With low commodity prices 
and still high input costs being experienced for 2015, the Ag Invest Program is anticipating the 
needs of local farmers and modifying some of its offerings starting January 1, 2016. 

•	 Finally Home
 
Finally Home was established in 2002 to help Illinois residents buy a home or keep their exist-
ing homes from going into foreclosure. Since that time, over $6.5 million in loans to more than 
1,000 families have been guaranteed.

Finally Home is a free program that helps borrowers who cannot obtain conventional, sustain-
able mortgages from credible lenders because of factors such as bruised credit or a high debt-
to-income ratio. Additionally, the program may help borrowers refinance a mortgage.

Cream of the Crop

The Ag Invest Program celebrated its 3rd annual Cream of the Crop Contest to encourage Illi-
nois youngsters to get more involved in agriculture. Children of various age groups submitted 
agriculture related photographs taken by them. The contest was judged by a panel of individ-
uals from the education and agriculture industry. The winner’s artwork was featured in the new 
Agricutural Invest Program Calendar and other marketing materials. Winners were also invited 
to an awards luncheon with Treasurer Frerichs.
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UNCLAIMED PROPERTY
Treasurer Frerichs works each day to protect consumers, including families 

who have lost a loved one. 

As part of the Illinois Treasurer’s Unclaimed Property Division, the I-Cash program connects 
state residents and businesses with their unclaimed money and other assets. The Unclaimed 
Property Division recovers hundreds of thousands of properties each year from government 
agencies, banks, insurers, utilities, and other companies across the country that have been un-
able to return the properties to their rightful owners. The I-Cash program then works to notify 
owners and reunite them with their money and other property.

The Treasurer’s Civic Engagement Division has attended or hosted hundreds of outreach 
events with Illinois residents and businesses to help discover what belongs to them. Civic 
engagement staff conducts I-Cash searches at veteran’s fairs, health and wellness fairs, public 
libraries, city halls, government offices, county fairs, expos, chambers of commerce meetings, 
and churches.

In 2015, the Unclaimed Property Division has seen over 1.5 million properties reported that are 
associated with over 1.7 million owners.

In an effort to further reach these individuals, the division has expanded the Direct Mail Pro-
gram from including just those properties with reported social security numbers to any publish-
able asset for which a new address could be located. If located, a two-fold effect is achieved; 
the public has direct communication from the division informing them of potential property 
and publication costs are lowered. These efforts will aid in maximizing the division’s efforts to 
reunite the public with their funds.
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COLLEGE SAVINGS PROGRAMS
Bright Start and Bright Directions are Illinois’ qualified 529 college savings plans. Families 
across the state and country are participating in Bright Start and Bright Directions to save for 
the increasing cost of college expenses. Combined assets in these plans exceed $7 billion, 
with over 400,000 accounts.

Families can use these tax-advantaged plans to cover qualified costs associated with attending 
accredited post-secondary institutions, from vocational schools and community colleges, to 
public and private colleges and universities.

Qualified expenses include tuition, room and board, books, fees, supplies, and equipment 
required for enrollment. Administered by the Treasurer’s Office, both Bright Start and Bright 
Directions offer a variety of investment options including age-based, target-date and individual 
fund portfolios.

BRIGHT START
 
With over $5.7 billion in combined assets under management and over 300,000 accounts, 
Bright Start offers a wide range of investment choices in both a direct-sold plan and an advi-
sor-sold plan. In addition to recent accolades from Morningstar, Bright Start Direct has been 
reaffirmed as a Bronze medalist. 

To learn more, visit: brightstartsavings.com 

“The solid underlying strategies, coupled with the portfolios’ equity bias, have contribut-
ed to both series’ compelling results in recent years.”

“Investors can confidently invest in either of this plan’s two age-based series.”

– Morningstar October 20, 2014 (Bright Start Direct)

BRIGHT DIRECTIONS
 
Bright Directions is a financial advisor-sold 529 account plan, which boasts $1.8 billion in-
vested for over 100,000 account holders. This plan offers more than 40 different age-based, 
target-date, and individual portfolio options and 15 Exchange-Traded Fund (ETF) Portfolios. 
Bright Directions has received accolades as one of the top performing advisor-sold programs 
in the nation. To learn more, visit: brightdirections.com

“Using a variety of top notch managers can lead to higher costs, but this plan remains 
competitively priced relative to other blended advisor-sold options.”

“Meanwhile, the plan’s strong lineup, coupled with Illinois’ state tax deduction on con-
tributions ($10,000 individual/$20,000 joint), make it an attractive option for residents. 
Nonresidents may also find the plan compelling.”

– Morningstar October 20, 2014 (Bright Directions) 
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THE ILLINOIS STATE TREASURER’S OFFICE
INVESTMENT POLICY

1.0 POLICY:

Under this instrument, the Illinois State Treasurer’s Investment Policy (“Policy”), it is the policy of 
the Treasurer of the State of Illinois (“Treasurer”) to invest all funds under his control in a manner 
that provides the highest investment return using authorized instruments and supports community 
development efforts while meeting the State’s daily cash flow demands in conformance with all 
state statutes governing the investment of public funds.

This Policy applies to all investments entered into on or after the adoption of this instrument. Until 
the expiration of investments made prior to the adoption of this Policy, such investments will con-
tinue to be governed by the policies in effect at the time such investments were made.

This policy applies to any investment under the control of the Treasurer for which no other specific 
investment policy exists.

2.1	 OBJECTIVE:

The primary objective in the investment of state funds is to ensure the safety of principal, while 
managing liquidity to pay the financial obligations of the State, and providing the highest invest-
ment return using authorized instruments.

2.2	 SAFETY:

The safety of principal is the foremost objective of the investment program. State investments 
shall be undertaken in a manner that seeks to ensure the preservation of capital in the portfolio. 
To achieve this objective, diversification, as defined in Section 8.0 of this Policy, is required to en-
sure that the Treasurer prudently manages market, interest rate and credit risks.

2.3	 LIQUIDITY:

The investment portfolio shall remain sufficiently liquid to enable the State to meet all operating 
requirements that might be reasonably projected.

2.4	 RETURN ON INVESTMENT:

The safety of principal and the availability of sufficient liquidity are the foremost objectives of the 
investment program. The investment portfolio shall be designed to obtain the highest available 
return given the foremost objectives. The Director of the State Portfolio and Banking shall seek to 
obtain the highest available return using authorized investments during budgetary and economic 
cycles as mandated in Section 1.0 of this Policy. When the Treasurer deposits funds in support of 
community development efforts, the rate of return shall include benefits other than direct invest-
ment income as authorized by Section 7 of the Deposit of State Moneys Act (15 ILCS 520/7).

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Effective:  May 15, 2015
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The rate of return achieved on the Treasurer’s portfolio is measured at regular intervals against 
relevant industry benchmarks established by the Investment Policy Committee (see Section 2.4 of 
this Policy), to determine the effectiveness of investment decisions in meeting investment goals. 
Benchmarks shall be reviewed at a minimum of every two years to ensure accuracy and relevance.

2.5	 INVESTMENT POLICY COMMITTEE:

The Investment Policy Committee is chaired by the Treasurer and includes the following members 
of the Treasurer’s office staff:  Deputy Treasurer, Chief Investment Officer, General Counsel, Direc-
tor of Accounting/Budget/Warrant, Director of State Portfolio and Banking, Portfolio Manager 
& Director of Portfolio Operations, Director of Illinois Funds & E-Pay, the Portfolio Investments & 
Cash Management Officer, and anyone else deemed appropriate by the Treasurer.

The Chief Investment Officer, who bears responsibility for the administration, planning, devel-
opment and implementation of all financial and investment strategies per the direction of the 
Treasurer, shall assist the Treasurer in executing the duties and activities of the Investment Policy 
Committee.

3.0 ETHICS AND CONFLICTS OF INTEREST:

Authorized investment officers and employees in policy-making positions shall refrain from per-
sonal business activity that could conflict, or give the appearance of a conflict with proper exe-
cution of the investment program, or that could impair their ability to make impartial investment 
decisions. Such individuals shall disclose to the Treasurer any material financial interests in finan-
cial institutions that conduct business within the State, and they shall further disclose any personal 
financial investment positions that could be related to the performance of the investment portfo-
lio. In addition, such individuals shall subordinate their personal investment transactions to those 
of the investment portfolio, particularly with regard to the time of purchases and sales.

4.0 AUTHORIZED BROKERS/DEALERS AND FINANCIAL INSTITUTIONS:

A list shall be maintained of approved financial institutions, which shall be utilized by authorized 
investment officers. No state funds may be deposited in any financial institution until receipt of 
a current satisfactory or outstanding rating under the Community Reinvestment Act of 1977 and 
investment officers have conducted a safety and soundness review of the financial institution by 
consulting various bank rating services, unless the financial institution has not yet been rated by 
the bank rating services, in which case the institution may be eligible for a deposit that at maturity 
will not exceed $250,000. The amount and duration of deposits shall be based on the safety and 
soundness review in accordance with guidelines established by the Investment Policy Committee 
and the diversification limits set forth in Section 8.0 of this Policy. Furthermore, the financial insti-
tution’s record and current level of financial commitment to its local community will be considered 
when deciding whether to deposit state funds in that financial institution. No public deposit may 
be made except in a qualified public depository as defined by the Deposit of State Moneys Act 
(15 ILCS 520/et seq.).

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Effective:  May 15, 2015
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In addition, a list shall be maintained of approved security brokers/dealers selected according 
to their creditworthiness, and their financial significance in the state, which shall be measured in 
terms of the location of the broker/dealer’s corporate office, the number of full-time employees, 
the size of its payroll, or the extent that the broker/dealer has an economic presence in the state. 
The list may include “primary” dealers or regional dealers who qualify under Securities and Ex-
change Commission Rule 17 CFR § 15Cc3-1 (Net Capital Requirements for Brokers or Dealers).

All broker/dealers who wish to qualify to bid for investment transactions shall initially, and on a 
periodic basis upon request, provide to the Treasurer’s credit review staff the following, where 
applicable:

a)	 Audited financial statements or a published Statement of Condition;
b)	 Proof of minority-, woman-, disabled-, and/or veteran-owned broker/dealer status;
c)	 A signed copy of the Treasurer’s trading authorization;
d)	 Proof of State of Illinois registration;
e)	 Proof of registration with the Securities and Exchange Commission;
f)	 Completed Broker/Dealer Questionnaire;
g)	 Certification of notice and knowledge of this Policy; and
h)	 Any other documentation determined necessary by the Treasurer.

The Treasurer’s Office shall seek to accord preference to qualified brokers/dealers that provide 
proof  of minority-, female-, disabled-, and/or veteran-owned status.  The Treasurer’s Office shall 
establish a process by which said specially designated statuses are verified, and a review shall be 
conducted at fixed intervals to ensure that special statuses continue to apply.

An annual review of the financial condition and registration of qualified bidders will be conducted 
by  the Treasurer’s authorized investment officer(s). More frequent reviews may be conducted if 
warranted.

To the extent that the Investment Policy Committee deems it advisable to hire external investment 
consultants, it may do so in accordance with the procurement rules at 44 Ill. Adm. Code 1400.

5.1	 AUTHORIZED AND SUITABLE INVESTMENTS:

The Treasurer has authorized the following types of investments subject to the provisions of the 
Deposit of State Moneys Act (15 ILCS 520) and the Public Funds Investment Act (30 ILCS 235):

a)	 Securities that are guaranteed by the full faith and credit of the United States of America 
(“United States”) as to principal and interest;

b)	 Obligations of agencies and instrumentalities of the United States as originally issued by 
the agencies and instrumentalities; For purposes of this Section, the term “agencies and instru-
mentalities of the United States” includes: federal land banks, federal  intermediate credit banks, 
banks for cooperative, federal farm credit banks, or any other entity authorized to issue debt ob-
ligations under the Farm Credit Act of 1971, and Acts amendatory thereto; the federal home loan 
banks and the federal home loan mortgage corporation; and any other agency created by Act of 
Congress and issues dollar-denominated debt;

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Effective:  May 15, 2015



ST
A

TE
 P

O
R

TF
O

LI
O

 IN
V

E
ST

M
E

N
T 

PO
LI

C
Y 

• 
20

15

18

c)	 Interest-bearing savings accounts, interest-bearing certificates of deposit, or interest-bear-
ing time deposits of a bank as defined by Section 2 of the Illinois Banking Act (205 ILCS 5/2);

d)	 Interest-bearing accounts or certificates of deposit of any savings and loan association in-
corporated under the laws of the State of Illinois, any other state, or the United States;

e)	 Interest-bearing accounts for the deposit of funds in support of local community develop-
ment efforts;

f)	 Dividend-bearing share accounts, share certificate accounts, or class of share accounts of a 
credit union chartered under the laws of the State of Illinois or the United States, which maintains 
its principal office in the State of Illinois;

g)	 Commercial paper of a corporation or a limited liability company that is organized in the  
United States with assets exceeding $500,000,000 and is rated at the time of purchase at one of 
the two highest classifications established by at least two standard rating services;

h)	 Money  market  mutual  funds  registered  under the  Investment  Company  Act  of  1940 
(15 U.S.C.A. § 80a-1 et seq.) and rated at the highest classification of at least one standard rating 
service;

i)	 The Illinois Funds created under Section 17 of the State Treasurer Act (15 ILCS 505/17);

j)	 Repurchase agreements of government securities having the meaning set out in the Gov-
ernment Securities Act of 1986 (1 U.S.C.A. § 78o-5);

k)	 Interest-bearing bonds, at a price not to exceed par, issued by counties or municipal cor-
porations of the State of Illinois, whether the interest earned thereon is taxable or tax- exempt 
under federal law. The bonds shall be registered in the name of the State of Illinois or held under 
a custodial agreement at a financial institution. The bonds shall be rated, at the time of purchase, 
within four intermediate credit ratings of the United States’ sovereign credit rating by at least two 
accredited rating agencies with nationally recognized expertise in rating bonds of states and their 
political subdivisions, but not less than an A- rating, or equivalent rating. The maturity or pre-re-
funded date(s) of the bonds authorized by this subsection shall, at the time of purchase, not ex-
ceed 10 years; provided that a longer maturity is authorized if the State of Illinois has a put option 
to tender the bonds within 10 years from the date of purchase;

l)	 Securities of a foreign government that are guaranteed by the full faith and credit of that 
government as to principal and interest and rated A or higher by at least two of the standard rat-
ing services, but only if the foreign government has not defaulted and has met its payment obliga-
tions in a timely manner on all similar obligations for at least 25 years prior to the time of acquiring 
those obligations;

m)	 Investments made in accordance with the Technology Development Act (30 ILCS 265/1 et 
seq.); and

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Effective:  May 15, 2015
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n)	 The Treasurer may lend any securities acquired under this policy. However, securities may 
be lent under this Policy only in accordance with Federal Financial Institution Examination Coun-
cil guideline and only if the securities are collateralized at a level sufficient to assure the safety of 
the securities, taking into account market value fluctuation. The securities may be collateralized 
by cash or collateral acceptable under Sections 11 and 11.1 of the Deposit of State Moneys Act. 
Securities lending cash collateral may be invested according to the Securities Lending Agreement 
between the Treasurer and the Treasurer’s Agent.

6.0 INVESTMENTS RESTRICTIONS:

a)	 Any investments not authorized by this or any other investment policy or applicable law of 
the office are prohibited.

b)	 Repurchase agreements may only be executed with approved financial institutions or bro-
ker/dealers meeting the Treasurer’s standards, which include mutual execution of a Master Repur-
chase Agreement adopted by the Treasurer.

c)	 Investments may not be made in any savings and loan association unless a commitment 
by the savings and loan association, executed by the president or chief executive officer of that 
association,  is submitted in the form required by Section 22.5 of the Deposit of State Moneys Act 
(15 ILCS 520/22.5).

d)	 Any investments prohibited by Section 22.6 of the Deposit of State Monies Act.

7.0 COLLATERALIZATION:

a)	 All State deposits, repurchase agreements and securities lending shall be secured as re-
quired by the Treasurer and provided for by the Deposit of State Moneys Act (15 ILCS 520) and 
the Treasurer’s Acceptable Collateral Listing, which may change from time to time. The Treasurer 
may take  possession and title to any securities held as collateral and hold such securities until it is 
prudent to dispose of them.

b)	 Securities lending cash or securities collateral shall have the meaning as set forth in the 
Securities Lending Agreement between the Treasurer and the Treasurer’s Agent. The Treasurer’s 
Agent may reinvest cash collateral as indicated in the Securities Lending Agreement. The Trea-
surer or Treasurer’s Agent may take possession and title to any cash or securities held as collateral 
and hold such securities according to the Securities Lending Agreement.

8.0 DIVERSIFICATION:

The investment portfolio shall be diversified to mitigate the risk of loss resulting from concen-
tration of assets in a specific maturity, a specific issuer or a specific class of securities. In order to 
properly manage any risk attendant to the investment of state assets, the portfolio shall not devi-
ate from the following diversification guidelines unless specifically authorized by the Treasurer in 
writing:

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Effective:  May 15, 2015
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a)	 The Treasurer shall seek to achieve diversification in the portfolio by distributing invest-
ments among authorized investment categories among financial institutions, issuers and broker/
dealers.

b)	 The investment portfolio shall not hold time deposits and/or term repurchase agreements 
that constitute more than 15% of any single financial institution’s total deposits. Any deposits and/
or repurchase agreements that constitute more than 10% of an institution’s total deposits must 
qualify  as community development deposits described in Section 7 of the Deposit of State Mon-
eys Act (15 ILCS 520/7).

c)	 No financial institution shall at any time hold more than $100,000,000 of time deposits and/
or term repurchase agreements other than community development deposits described in Sec-
tion 7 of the Deposit of State Moneys Act (15 ILCS 520/7). Provided, however, that:

i.	 Financial institutions that, as a result of a merger or acquisition, hold deposits that   exceed
$100,000,000.00 may continue to be eligible to hold deposits that do not exceed the amount of 
deposits held on the date of the merger or acquisition.

d)	 The investment portfolio shall not contain investments that exceed the following diversifi-
cation limits. These limits will apply to the total assets in the portfolio at the time of the origination 
or purchase. As maturities and or calls of instruments occur these limits will be monitored and 
adjusted accordingly:

i.	 With the exception of cash equivalents, treasury securities and time deposits, as defined in 
Section 5.0 of this Policy, no more than 55% of the portfolio shall be invested in other investment 
categories;

ii.	 No more than one-third of the investment portfolio shall be invested in commercial paper;

iii.	 As much as 40% of the portfolio may be invested in time deposits when required by the 
cash flow of the State;

iv.	 No more than ½ of 1% of the investment portfolio shall be invested in Foreign Government 
Securities, not to exceed a five year maturity, as defined in Section 5.0(k) of this Policy;

v.	 No more than 55% of the investment portfolio shall be allocated to investments greater 
than 2 years and less than or equal to 3 years;

vi.	 No more than 30% of the investment portfolio shall be allocated to investments greater 
than 3 years and less than or equal to 4 years (not including Foreign Government Securities).
vii. No more than 15% of the investment portfolio shall be allocated to investments greater than 4 
years and less than or equal to 5 years; and

vii. There shall be no limit to the amount of investment portfolio allocated to investments with a 
0-2 year maturity band.
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9.0 CUSTODY AND SAFEKEEPING:

The custody and safekeeping of collateral will be handled by Illinois financial institutions selected 
in compliance with the Treasurer’s office procurement rules at 44 Ill. Adm. Code 1400. Financial 
institutions selected by the Treasurer’s office to perform custody and safekeeping services will be 
required to enter into a contractual agreement approved by the General Counsel.

All security transactions entered into by the Treasurer shall be conducted on a delivery-versus- 
payment (DVP) or receipt-versus-payment (RVP) basis. Securities shall be held by a safekeeping  
agent designated by the Treasurer, and evidenced by safekeeping receipts or a statement of 
holdings.
 
10.0 INTERNAL CONTROLS:

The Treasurer and the Chief Investment Officer, with the assistance of the Investment Policy Com-
mittee, shall establish a system of internal controls and written operational procedures that shall 
be documented and filed with Treasurer’s Chief Internal Auditor for review. The controls shall be 
designed to prevent the loss of public funds arising from fraud, employee error, and misrepresen-
tation by third parties, unanticipated changes in financial markets or imprudent actions by autho-
rized investment officers.

a)	 Asset Allocation:   The allocation of assets within investment categories authorized under   
Section 5.0 of this Policy shall be approved by the Treasurer in writing.

b)	 Competitive Bidding: Authorized investment officers shall obtain competitive bids from 
at least three (3) broker/dealers prior to executing the purchase or sale of any authorized invest-
ments. Reverse inquiry investments and investments of a new issue at issue are exempt from this 
provision.

Certificates of deposit shall be purchased by authorized investment officers on the basis of a 
qualified financial institution’s ability to pay a required rate of interest to the Treasurer, which is 
established on a daily basis. Such rate is generally determined on the basis of treasury or other 
appropriate market rates for a comparable term.

11.0 LIMITATION OF LIABILITY:

The standard of prudence to be used by authorized investment officers shall be the “prudent 
person” standard and shall be applied in the context of managing an overall portfolio. Authorized 
investment officers acting in accordance with written procedures and this Policy and exercising 
due diligence will be relieved of personal liability for an individual security’s credit risk or market 
price changes,  provided deviations from expectations are reported in a timely manner and neces-
sary action is taken to control adverse developments.

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Effective:  May 15, 2015
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12.1	 REPORTING:

Monthly reports are presented by the Chief Investment Officer to the Investment Policy Commit-
tee, chaired by the Treasurer, for its review. The monthly report shall contain sufficient information 
to enable the Investment Policy Committee to review the investment portfolio, its effectiveness in 
meeting the needs of the Treasurer’s office for safety, liquidity, rate of return, and diversification, 
and the general performance of the portfolio. The following information shall be included in the 
monthly reports:

a)	 The total amount of funds held by the State Treasurer;

b)	 The asset allocation for the investments made by the State Treasurer;

c)	 The benchmarks established by the State Treasurer;

d)	 A report detailing and summarizing deposits of funds in support of local community devel-
opment efforts including the intended benefits of the deposit(s), the rate of interest on the de-
posit(s), the rate of interest on the loan or extension of credit to borrower(s), and the overall rate 
of return including a quantifiable measure related to the benefits;

e)	 Current and historic return information;

f)	 Any circumstances resulting in a deviation from the standards established in Section 8.0 of  
this Policy; and
 
g)	 Impact of any material change in investment policy adopted during the month.

The Treasurer shall develop performance reports in compliance with established industry report-
ing standards within six (6) months following the adoption of this Investment Policy. Such reporting 
standards shall be in accordance with Generally Accepted Accounting Principles (“GAAP”).

The Treasurer reserves the right to amend this Policy at any time.

13.0 EXTERNAL ADVISORY COMMITTEE

The Investment Policy Committee may convene an External Advisory Committee at the direction 
of the Treasurer to provide independent advice and counsel to the Treasurer and the Internal 
Committee on investment policy, investments and investment related issues for the benefit of all 
Illinois citizens.

14.0 EMERGENCY POWERS

In the event of an emergency, the Treasurer may, at his or her discretion, invoke emergency pow-
ers and suspend any or all of the provisions of this policy provided that:

a)	 The Treasurer shall, even in the event that emergency powers are invoked, comply with all 
state statutes governing the use and investment of state monies including, but not limited to, the 
State Treasurer Act, the Treasurer as Custodian of Funds Act, the Deposit of State Moneys Act, the 
Securities Safekeeping Act, and any other applicable statute;
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b)	 The Treasurer reasonably believes that deviating from the Investment Policy is in the best 
interest of the taxpayers;

c)	 Within 30 days of invoking emergency powers the Treasurer shall provide an explanation in 
writing to the Chief Internal Auditor and the Investment Policy Committee, a copy of which shall 
be posted on the Treasurer’s website that includes:

i)	 The date and time that the emergency powers were invoked;

ii)	 The date and time that emergency powers were repealed;

iii)	 The section or sections of the Investment Policy that were affected by the emergency or 
use of emergency powers; and

iv)	 The reason for deviating from the written investment policy.

15.0 All statutory references in this policy shall include any amendments to or repeals of 
those statutes.

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Effective:  May 15, 2015
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THE ILLINOIS FUNDS
THE MONEY MARKET FUND INVESTMENT POLICY

1.0 POLICY:

The Illinois State Treasurer’s Office (“Treasurer”) has authority under Section 17 of the State Trea-
surer’s Act (15 ILCS 505/17) to establish and administer an investment pool to supplement and 
enhance investment opportunities otherwise available to managers of public funds or public 
agencies in the state. It is the policy of the Treasurer to invest funds pooled by local governments 
in the Money Market Fund within The Illinois Funds (previously referred to as the Illinois Public 
Treasurers’ Investment Pool or IPTIP) in a manner that will provide the highest investment return 
using authorized instruments, while meeting the daily cash flow demands of participants and con-
forming to all state statutes governing the investment of public funds. It is the policy of The Illinois 
Funds to operate in a manner consistent with Securities and Exchange Commission Rule 2a7 (17 
CFR § 270.2a-7).

2.1	 OBJECTIVE:

The primary objective in the investment of funds within the Money Market Fund is the safety of 
principal, while providing all participants a competitive rate of return and daily access to invested 
funds.

2.2	 SAFETY:

The safety of principal is the foremost objective of the investment program. Money Market Fund  
investments shall be undertaken in a manner that seeks to ensure the preservation of principal in 
the portfolio. To obtain this objective, diversification among permissible investments is required to 
ensure that the Money Market Fund properly manages market, interest rate and credit risk.

2.3	 LIQUIDITY:

The investment portfolio shall remain sufficiently liquid to enable the Money Market Fund to meet 
all Participant redemption demands that might be reasonably anticipated.

2.4	 RETURN ON INVESTMENT:

While the safety of principal and the availability of sufficient liquidity are the foremost objectives of 
the investment program, the investment portfolio shall be designed to obtain the highest avail-
able return. The Portfolio Manager shall seek to obtain the highest available return using autho-
rized investments during budgetary and economic cycles as mandated in Section 1.0 of this Policy.

The Treasurer will select accepted industry benchmarks that best reflect the Money Market Fund’s 
portfolio and measure performance against certain benchmarks over time. Benchmarks shall be 
reviewed at a minimum of every two years to ensure accuracy and relevance.
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3.0 ETHICS AND CONFLICTS OF INTEREST:

Authorized investment staff and employees in policy-making positions for the Money Market Fund 
shall refrain from engaging in personal business activity that (a) conflicts, or give the appearance 
of a conflict, with proper execution of the investment program, or (b) impairs their ability to make 
impartial investment decisions. Such individuals shall disclose to the Treasurer any material finan-
cial interests in financial institutions or broker/dealers that conduct business within the State. They 
shall further  disclose  any personal investments that are related to the performance of the Money 
Market Fund’s portfolio. In addition, such individuals shall subordinate their personal investment 
transactions to those of the Money Market Fund, particularly with regard to the time of purchase 
and sales.
 
4.1	 AUTHORIZED BROKERS/DEALERS AND FINANCIAL INSTITUTIONS:

Authorized investment staff shall utilize the Treasurer’s approved list of broker/dealers and finan-
cial institutions when selecting institutions to provide investment services.

No monies may be deposited in any financial institution until the credit review team has conduct-
ed a safety and soundness review of the financial institution by consulting various bank rating ser-
vices.  If  the financial institution has not yet been rated by the bank rating services the institution 
may be eligible for a deposit that at maturity will not exceed $100,000. The amount and duration 
of deposits shall be based on the safety and soundness review in accordance with guidelines es-
tablished by the Investment Policy Committee and the diversification limits set forth in Section 9.0 
of this Policy. No public deposit may be made except in a qualified public depository as defined 
by the Deposit of State Moneys Act (15 ILCS 520/1 et seq.).

In addition, a list shall also be maintained of approved security brokers/dealers selected according 
to their credit worthiness, and their financial significance in the State, which shall be measured in 
terms of the location of the broker/dealer’s corporate office and the extent to which the broker/
dealer has a large labor or economic impact on the State. They may include “primary” dealers or 
regional dealers that qualify under Securities and Exchange Commission Rule 17 CFR § 15Cc3-1 
(Net Capital Requirements for Brokers or Dealers).

All brokers/dealers interested in becoming qualified parties for investment transactions must sup-
ply the Treasurer’s authorized investment staff with the following or equivalent acceptable to the 
Treasurer, where applicable:

a)	 Audited financial statements or a published Statement of Condition;
b)	 Proof of minority-, woman-, disabled-, and/or veteran-owned broker/dealer status;
c)	 A signed copy of the Treasurer’s trading authorization;
d)	 Proof of National and State of Illinois registration;
e)	 Completed Broker/Dealer Questionnaire;
f)	 Certification of notice and knowledge of this Policy; and
g)	 Any other documentation determined necessary by the Treasurer.

The Treasurer’s Office shall seek to accord preference to qualified brokers/dealers that provide 
proof of minority-, female-, disabled-, and/or veteran-owned status. The Treasurer’s Office shall 
establish a process by which said specially designated statuses are verified, and a review shall be 
conducted at fixed intervals to ensure that special statuses continue to apply.

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Distributed:  April 20, 2015  •  Effective: June 15, 2015
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An annual review of the financial condition and registration of qualified parties and investments 
will be conducted by the Treasurer’s authorized investment staff.  More frequent reviews may be 
conducted.

5.1	 AUTHORIZED AND SUITABLE INVESTMENTS:

The following investments are permitted investments of state funds according to the Deposit of 
State Moneys Act (15 ILCS 520/22.5) and the Public Funds Investment Act (30 ILCS 235/2) and  are 
authorized to the extent they are approved by Standard & Poor’s for AAAm rated funds:

a)	 Bonds, notes, certificates of indebtedness, treasury bills or other securities now or hereafter 
issued that are guaranteed by the full faith and credit of the United States of America (“United 
States”) as to principal and interest; Public Funds Investment Act (30 ILCS 235/2) and Deposit of 
State Moneys Act (15 ILCS 520/22.5);

b)	 Bonds, notes, debentures, or similar obligations of the United States or its agencies; Public  
Funds Investment Act (30 ILCS 235/2) and Deposit of State Moneys Act (15 ILCS 520/22.5);

c)	 Repurchase agreements of government securities having the meaning set out in the  Gov-
ernment Securities Act of 1986, subject to the provisions of such Act and the regulations issued 
thereunder; Public Funds Investment Act (30 ILCS 235/2) and Deposit of State Moneys Act (15 
ILCS 520/22.5);

d)	 Short-term obligations of corporations organized in the United States with assets exceed-
ing $500,000,000 if (i) such obligations are rated at the time of purchase at one of the two highest 
classifications established by at least two standard rating services and that mature not later than 
180 days from the date of purchase, (ii) such purchases do not exceed 10% of the 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 and (iv) the corporation is not a forbidden entity 
as defined in Section 22.6 of the Deposit of State Moneys Act (15 ILCS 520/22.6); Public Funds 
Investment Act (30 ILCS 235/2) and Deposit of State Moneys Act (15 ILCS 520/22.5);

e)	 Money market mutual funds registered under the Investment Company Act of 1940, pro-
vided  the portfolio of any such money market mutual fund is limited to United States Treasury 
and United States Agency Securities and agreements to repurchase such obligations provided the 
funds are rated AAA; Public Funds Investment Act (30 ILCS 235/2) and Deposit of State Moneys 
Act (15 ILCS 520/22.5);

f)	 Bonds, notes, debentures, or similar obligations of a foreign government, other than  the 
Republic of Sudan (effective Jan 27, 2006), that are guaranteed by the full faith and credit of that 
government as to principal and interest, but only if the foreign government has not defaulted and 
has met its payment obligations for a period of at least 25 years immediately before the acquisi-
tion of those obligations; Deposit of State Moneys Act (15 ILCS 520/22.5);

g)	 Bonds issued by counties or municipal corporations of the State of Illinois; Deposit of State 
Moneys Act (15 ILCS 520/22.5);
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h)	 Interest-bearing savings accounts, interest-bearing certificates of deposit, interest-bearing 
time deposits or any other investments constituting direct obligations of any bank as defined by 
the Illinois Banking Act (205 ILCS 5/1 et seq.); Public Funds Investment Act (30 ILCS 235/2) and 
Deposit of State Moneys Act (15 ILCS 520/22.5); and

i)	 Suitable securities in the Money Market Funds portfolio may be lent in accordance with the 
Federal Financial Institution Examination Council Guidelines.

6.1	 INVESTMENT RESTRICTIONS:

The following restrictions will apply to all Money Market Fund investment transactions:

a)	 Investments in derivative products and leveraging of assets through reverse repurchase 
agreements are prohibited;

b)	 Repurchase agreements may only be executed with financial institutions or broker/dealers 
meeting the Treasurer’s standards, which will include mutual execution of a Master Repurchase 
Agreement adopted by the Treasurer;

c)	 There will be no investments in mortgage-backed securities of any kind;

d)	 There will be no investments in asset-backed securities of any kind;

e)	 Certificates of deposit may not be purchased from the Money Market Fund’s custodial insti-
tution or any of its subcontractors;

f)	 Investments in Bankers’ Acceptances of any kind are prohibited; and

g)	 There will be no investments prohibited by Section 22.6 of the Deposit of State Moneys Act 
(15 ILCS 520/22.6) shall be prohibited.
 
7.0 COLLATERALIZATION:

All Money Market Fund deposits and repurchase agreements shall be secured by direct U.S. Trea-
sury and/or U.S. Agency obligations as required by the Treasurer and provided for by the Deposit 
of State Moneys Act (15 ILCS 520/1 et seq.) and the Treasurer’s Acceptable Collateral Listing, 
which may change from time to time.

8.0 SAFEKEEPING AND CUSTODY:

All direct treasury, agency and instrumentality security transactions entered into by the Money 
Market Fund shall be conducted on a delivery-versus-payment (DVP) or receipt-versus-payment 
(RVP) basis. Securities shall be held by a safekeeping agent designated by the Treasurer, and 
evidenced by safekeeping receipts. Commercial Paper will settle daily with the Depository Trust 
Company.
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9.1	 DIVERSIFICATION:

The primary purpose of diversification in general is to control credit and market risk. The Money 
Market Fund portfolio will be diversified to eliminate the risk of loss resulting from concentration 
of assets in a specific maturity, a specific issuer or a specific class of securities. The majority of 
Money Market Fund investments will be in direct obligations of the United States Treasury and 
United States Government Agencies and Instrumentalities and cash equivalents as listed in Sec-
tion 5.0 of this Policy. In order to properly manage any risk that may be attendant to the invest-
ment of Money Market Fund assets, The Money Market Fund portfolio will observe the following 
diversification limits, at the time of purchase:

The Money Market Fund will invest no more than 50% of its total assets in securities with matur-
ities greater than 30 days issued by any single permissible United States Government Agency or 
Instrumentality;

The Money Market Fund will invest no more than 5% of its total assets in securities issued by any 
single Commercial Paper Issuer (calculated at the time of purchase);

a)	 A maximum of 1/3 of the portfolio may be invested in direct Commercial Paper Obligations 
not to exceed 180 days to maturity at time of purchase;

b)	 A maximum of 25% of total assets may be invested in any approved AAAm Money Market 
Fund;

c)	 The Money Market Fund will seek to achieve diversification in the portfolio by reasonably 
distributing investments within authorized investment categories, and with issuers and brokers/
dealers;

d)	 The Money Market Fund shall at no time hold certificates of deposit constituting more than 
10% of any single financial institution’s total deposits; and

e)	 The Money Market Fund shall invest a minimum of 75% of its assets in authorized invest-
ments of less than one-year maturity.  No investment shall exceed two years maturity.

10.0 INTERNAL CONTROLS:

The Treasurer shall establish a system of internal controls, which shall be documented in writing 
and filed with the Treasurer’s Chief Internal Auditor for review. The controls shall be designed to 
prevent loss of public funds arising from fraud, employee error, misrepresentation by third parties, 
unanticipated changes  in financial markets, and/or imprudent actions by authorized investment 
staff of the Money Market Fund.

The Treasurer shall publish the current investment policy on The Illinois Funds website and in ac-
cordance with the Statutes.

11.0 ASSET ALLOCATION:
 
The Treasurer shall approve asset allocation among investment categories authorized under Sec-
tion 5.0 of this Policy.
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12.0 COMPETITIVE BIDDING:

Authorized investment staff shall obtain competitive bids from at least three brokers/dealers prior 
to executing repurchase agreements, purchasing United States Treasury securities, United States 
Government Agency or Instrumentality securities or Commercial Paper from a broker/dealer. 
Reverse inquiry investments and investments in a new issue are exempt from this provision. Cer-
tificates of deposit shall be purchased by authorized investment staff on the basis of a financial 
institution’s ability to pay the Treasurer’s required interest rate.

13.0 LIABILITY:

Authorized investment staff, acting in accordance with written procedures and this 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. The Treasurer is bonded 
to a level of $150,000 for the faithful performance of duties in relations to the Illinois Public Trea-
surers’ Investment Pool.

14.1	 REPORTING:

Reports shall be made available quarterly by the Director of The Illinois Funds to the Treasurer and 
The Illinois Funds participants.  The quarterly report shall contain the following:

a)	 Performance as compared to the established benchmark;
b)	 Asset allocation;
c)	 Any deviation from the standards established in Section 9.0 of this Policy;
d)	 Any change in investment policy adopted during the quarter; and
e)	 The average days to maturity.

A listing of all investments in the portfolio marked to market shall be made available to the Trea-
surer and The Illinois Funds participants annually.

15.1	 EMERGENCY POWERS:

In the event of an emergency, the Treasurer may, at his or her discretion, invoke emergency pow-
ers and suspend any or all of the provisions of this Policy provided that:

a)	 The Treasurer shall, even in the event that emergency powers are invoked, comply with all 
state statutes governing the use and investment of monies;

b)	 The Treasurer reasonably believes that deviating from the Policy is in the best interest of 
the participants;
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c)	 Within 30 days of invoking emergency powers the Treasurer shall provide an explanation in 
writing to the Chief Internal Auditor and the Investment Policy Committee, a notice of which  shall 
be posted on the Treasurer’s website that includes:

i)	 The date and time that the emergency powers were invoked;

ii)	 The date and time that emergency powers were repealed, if applicable;

iii)	 The section or sections of this Policy that were affected by the emergency or use of emer-
gency powers; and
 
iv)	 The reason for deviating from this Policy.

16.0 All statutory references in this policy shall include any amendments to or 
repeals of those statutes.

Approved:  April 1, 2015  •  Published:  April 10, 2015  •  Distributed:  April 20, 2015  •  Effective: June 15, 2015



B
R

IG
H

T 
ST

A
R

T 
C

O
LL

E
G

E
 S

A
V

IN
G

S 
PR

O
G

R
A

M
 IN

V
E

ST
M

E
N

T 
PO

LI
C

Y 
ST

A
TE

M
E

N
T 

• 
20

15

31

BRIGHT START COLLEGE SAVINGS
PROGRAM INVESTMENT POLICY STATEMENT

APPROVED APRIL 2015

I.	 STATEMENT OF PURPOSE OF INVESTMENT POLICY:

The purpose of this Statement is to assist contractors retained by the Treasurer to provide services 
related to the management of the assets of the Bright Start College Savings Program (the “Pro-
gram”) and to assist the Treasurer’s Office in evaluating the performance of such contractors by:

•	 Describing the Treasurer’s investment objectives;
•	 Providing general guidelines for the investment of assets of the Program;
•	 Describing the Treasurer’s long-term investment strategy;
•	 Describing the process of evaluating the performance of contractors that provide invest-
ment management services to the Program; and
•	 Specifying the responsibilities of any contractors that provide investment management 
services to the Program.

This is the official Investment Policy Statement of the Program.  Deviation from this Policy is  not 
permitted without prior, explicit, written permission from the Treasurer.

II.	 ESTABLISHMENT AND AUTHORITY OF ENTITY

The Program has been established as a “qualified tuition program” in accordance with Section 
529 of the Internal Revenue Code of 1986, as amended. It was established to provide families with 
a new opportunity to invest toward future college education expenses.

III.	 INVESTMENT PHILOSOPHY

The Treasurer has adopted a long-term total return strategy regarding the Program and its in-
vestments. In order to achieve the Program’s objectives, investments shall be diversified so as 
to minimize the risk of loss. While some asset classes may experience short-term and intermedi-
ate-term volatility, their long-term return assumptions justify their inclusion. A long- term focus on 
investment results as well as prudent diversification across financial markets will be the primary risk 
control mechanisms.

In its investment strategy, the Treasurer has relied on prevailing financial theory, which currently 
utilizes a long-term diversified asset allocation strategy. A prudently allocated investment program 
possesses a significant level of diversification, which produces risk reduction. In terms of impact, 
diversification shall be considered along the following lines: (1) asset classes (Money Market Instru-
ments, Domestic Fixed Income, International Fixed Income, Domestic Equity, and International 
Equity); (2) geography/country; (3) sector; (4) maturity; and (5) duration.

Contributions to the Program will be directed to one of several portfolios (the “Portfolios”), each 
with a designated mix of investments. The determination of the investment parameters of each 
Portfolio shall be made by the Treasurer and shall take into account the financial characteristics of 
the investments in the Program.  The investment parameters will also give due consideration  to 
the fact that the investment horizon for Account Owners will vary from a few months to over 18 
years.
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The Treasurer will review the investment performance of each Portfolio at least quarterly and shall 
review this Investment Policy Statement at least annually.

The holdings of the Program and the Portfolios may be divided into the following broad asset 
classes:

A.	 Money Market Instruments
B.	 Domestic Fixed Income
C.	 International Fixed Income
D.	 Domestic Equity
E.	 International Equity

The Treasurer will establish reasonable guidelines for each Portfolio, specifying (as applicable) 
limits on asset and asset class exposures. While the investment parameters offered under the 
Program are developed by the Treasurer, Account Owners bear the risk of investment results. Indi-
vidual Account Owners who seek investments materially different from those offered may wish to 
select an investment alternative outside of the Program.

The administration and offering of the Program should not be relied upon as a guarantee to Ac-
count Owners. Each Account Owner should seek appropriate advice, as he or she deems neces-
sary.

IV.	 INVESTMENT OBJECTIVES

The overall investment program for the Program and, as applicable, the individual Portfolios pro-
vided to the Account Owners shall seek to achieve the following long-term investment objectives:

A.	 A long-term competitive rate of return on investments that is equal to or exceeds a return 
of the applicable benchmarks shown in Section VII hereof, and a long-term rate of return on in-
vestments that is competitive with each investment’s peer group.
B.	 A long-term competitive rate of return on investments through indexed fund portfolios that 
approximately equal the applicable benchmarks shown in Section VII hereof.
C.	 An investment program flexible enough to meet the needs of Account Owners based upon 
their age or investment objective or the age of the beneficiary and which provides each individual 
with the ability to invest in a diversified portfolio to meet his or her long-term investment goals.

V.	 INVESTMENT RESPONSIBILITIES

The Treasurer is responsible for the investment policy, the direction of investments and adminis-
tration of the assets of the Program. In order to properly carry out its responsibilities, the Treasurer 
may rely on one or more contractors to assist  in the administration of the Program.  The Treasurer 
may engage and plan to rely heavily on said contractors (the “Manager”) for various investment 
management and related administrative services. The Treasurer also plans to rely heavily on an 
external investment consultant for investment advisory services. Among the current responsibil-
ities of the Manager is the implementation of the investment strategy outlined in this Policy and 
the rebalancing (as described in Section VI) of the Portfolios when market movement and/or cash 
flows cause an asset class to be outside its policy allocation bands. The Treasurer’s Office and 
the Manager shall meet quarterly to review portfolio performance as compared to the applicable 
benchmarks and peer group performance.
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In managing the investments of the Program and the Portfolios, the Manager agrees that it will 
act with the skill, prudence and diligence under the circumstances then prevailing that a prudent 
person acting in a like capacity and familiar with such matters would use in the conduct of an en-
terprise of like character and with like objectives.

In addition, the Treasurer may engage an independent investment consultant that will:

•	 Measure investment performance results, evaluate the investment program, and advise the 
Treasurer as to the performance and continuing appropriateness of each investment manager;
•	 Recommend modifications to the investment policies, objectives, guidelines, or manage-
ment structure as appropriate; and
•	 Promptly inform the treasurer regarding significant matters pertaining to the investment 
program.

VI.	 INVESTMENT PARAMETERS

Contributions will be invested in one of several Portfolios, each with a designated mix of invest-
ments that is appropriate for the investment objective of the Portfolio. Each Portfolio allocates 
assets in a combination of underlying investments investing among Money Market Instruments, 
Domestic Fixed Income, International Fixed Income, Domestic Equity, and International Equity. 
The asset allocation of each Portfolio will be established by the Treasurer and managed by the 
Manager. The Treasurer may adjust the weighting in these asset classes in each Portfolio and may 
change the underlying investments within the Portfolios consistent with this Investment Policy 
Statement and its agreement with the Manager.

The policy target asset allocations and benchmarks for the underlying investments within the Port-
folios are shown below. Under normal market conditions, there is a permissible range of plus or 
minus a 10% deviation from the target allocation for each asset class. However, during  periods of 
extreme volatility or market crisis, the actual asset allocations for each underlying investment may 
exceed plus or minus 10% of the target allocations and any rebalancing will occur quarterly.
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VII.	 PLAN OPTIONS
DIRECT PLAN:  BLENDED AGE BASED PORTFOLIOS

DIRECT PLAN:  INDEX AGE BASED PORTFOLIOS
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BLENDED DIRECT PLAN: FIXED INCOME, CONSERVATIVE FIXED INCOME, 
EQUITY, BALANCED OR MONEY MARKET OPTIONS

INDEX DIRECT PLAN:  FIXED INCOME, EQUITY OR BALANCED OPTIONS
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ADVISOR PLAN:  ACTIVE AGE BASED PORTFOLIOS
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ADVISOR PLAN: ACTIVE FIXED INCOME, CONSERVATIVE FIXED INCOME, EQ-
UITY, BALANCED OR MONEY MARKET OPTIONS

*Benchmarks are subject to change as mutually agreed by the Treasurer and Manager in order to 
ensure that they remain appropriate for each underlying investment and consistent with industry 
standards.
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Each active underlying investment’s return objective is to equal or exceed, over a five-year rolling 
period, the annualized return of the applicable benchmark. Volatility, measured by the standard 
deviation of returns, is expected to be similar to the benchmark. Each underlying investment is 
also expected to perform favorably relative to its peer group.

To the extent that the assets of a Portfolio are invested in one or more underlying investments 
approved by the Treasurer having investment objectives consistent with the above-noted asset 
allocation categories, the above-noted percentage guidelines shall be deemed satisfied.  This  
shall be the case even if such an underlying investment’s assets may not be entirely invested in the 
asset class in which such underlying investment has been placed.

The Treasurer’s Office may also add additional Portfolios – for example, Minority, Woman, Veteran, 
and Disabled-Managed Portfolios – for participants who would like to have a more diverse set of 
investment options as new viable options become available.
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BRIGHT DIRECTIONS COLLEGE SAVINGS
PROGRAM INVESTMENT POLICY STATEMENT

APPROVED APRIL 2015

1.1	 STATEMENT OF PURPOSE OF INVESTMENT POLICY:

The purpose of this Statement is to assist contractors retained by the Treasurer to provide services 
related to the management of the assets of the Illinois College Savings Pool that are contributed 
to    the Bright Directions College Savings Program (the “Program”) and to assist the Treasurer’s 
Office in evaluating the performance  of such contractors by:

•	 Describing the Treasurer’s investment objectives;
•	 Providing general guidelines for the investment of assets of the Program;
•	 Describing the Treasurer’s long-term investment strategy;
•	 Describing the process of evaluating the performance of employees or contractors that 
provide investment management services to the Program; and
•	 Specifying the responsibilities of any contractors that provide investment management 
services to the Program.

This is the official Investment Policy Statement of the Program. Deviation from this Policy is  not  
permitted without  prior,  explicit, written permission from the Treasurer.

2.0     Establishment  and  Authority  of  Entity:   The  Bright  Directions College  Sav-
ings  Program  has  been  established  as part of the Illinois College Savings Pool, and is intended 
to qualify as a qualified tuition program in accordance with Section 529 of the Internal Revenue 
Code of 1986, as amended. The Program is sold through financial advisors and was  established  
to complement the existing Bright Start College Savings Program by allowing families to utilize a 
financial advisor to assist them with investing toward future college education expenses.

3.0      Participating  Financial  Institution:   Accounts  in the Program  will be distribut-
ed  through registered  broker-dealers    and financial institutions that have entered into a Selling 
Agent Agreement with the designated distributor for  the Program.  All  new accounts in the Pro-
gram will be processed through the designated participating financial   institution.

4.1	 Investment Philosophy: The Treasurer has adopted a long-term total return strategy 
for the Program and its investments. In order to achieve the Program’s objectives, investments 
shall be diversified so as  to  minimize the  risk  of  loss.  While some asset classes may experience 
short-term and intermediate-term volatility, their long-term return assumptions  justify  their  in-
clusion. A long-term focus on investment results as well as prudent diversification across public 
security markets will be the primary risk control mechanisms.

In its investment strategy, the Treasurer has relied on prevailing financial theory, which currently 
utilizes a long-term diversified asset allocation strategy. A prudently allocated investment program 
possesses a significant level  of  diversification,  which  produces risk reduction. In terms of impact, 
diversification shall be considered along the following lines: (1) asset classes (stocks, bonds, cash, 
etc.); (2) geography/country; (3) industry; and (4) maturity.
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Contributions to the Program will be directed to one or more of the available Age-Based, Target, 
Individual, or Female- and Minority-Owned Portfolios (“Portfolios”), each composed of a desig-
nated mix of investments or an individual investment fund.  The determination of the investment 
parameters of each Portfolio  shall  be  made  by the  Treasurer  and  shall  take  into  account the 
financial  characteristics  of  the  investments  in  the Program.  The investment parameters will 
also give due consideration to  the fact that the investment horizon for participants will vary from a 
few months to over 18 years.

The Treasurer will review the investment performance of each Portfolio at least quarterly and shall 
review this Investment Policy Statement at least annually.

The holdings of the Program and the Portfolios are divided into the following broad asset catego-
ries:

•	 Short-Term Investments
•	 Fixed Income Investments
•	 Real Estate Investments
•	 Domestic Equity Investments
•	 International Equity Investments

The Treasurer will establish reasonable guidelines for each Portfolio, specifying (as applicable) lim-
its on asset and asset class exposures, risk constraints and investment return objectives. While the 
investment parameters offered under the Program are developed by the Treasurer, participants 
bear the risk of investment results. Individual participants  who  seek  investments materially differ-
ent from those offered may wish to select an investment alternative outside of the Program.

The administration and offering of the Program should not be relied upon as a guarantee to par-
ticipants. Each participant should seek appropriate advice as he or she deems necessary.

5.1	 Investment Objectives:  The overall investment program for the Program and, as ap-
plicable, the Portfolios provided to  the participants shall seek to achieve the following long-term 
investment objectives:

•	 A long-term competitive rate of return on investments that is equal to or exceeds a  return  
of  the  applicable benchmarks shown in Section 7.0 hereof; and
•	 An investment program flexible enough to meet the needs of participants based upon their 
age or  investment objective and which provides each individual with the ability to invest in  a  di-
versified  portfolio to meet his or her long-term investment  goals.
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6.1	 Investment Responsibilities:  The  Treasurer is  responsible for the  investment pol-
icy, the  direction of investments  and administration of the assets of  the  Program.  In  order to  
properly carry out  his  responsibilities, the  Treasurer  may rely on  one  or more contractors to 
assist in the administration of the Program. The Treasurer will engage and plan to rely heavily on 
said contractor (the “Manager”) for administrative services as well as the contractor’s pertinent 
investment advisor, should they retain one, for investment management services. The Treasurer 
also plans to rely heavily on an external investment consultant for investment advisory services. 
Among the current responsibilities of the Manager is the implementation of the investment strate-
gy outlined in this Policy and the rebalancing of the Age-Based and Target Portfolios when market 
movement and/or cash flows cause an asset class to be outside its policy allocation bands. With 
the Treasurer’s approval, the Manager may retain  an investment  advisor to  provide  it  with  port-
folio  design,  due  diligence  and  ongoing monitoring services with respect to the Portfolios and  
the implementation of the investment strategy outlined in this policy. The Treasurer’s Office and 
the Manager shall meet quarterly to review portfolio performance as compared to the applicable 
benchmarks and peer group performance.

In managing the investments of the Program and the Portfolios, the Manager agrees that it will 
act with the skill, prudence and diligence under the circumstances then prevailing that a prudent 
person acting in a like capacity and familiar with such matters would use in the conduct of an en-
terprise of like character and with like objectives.

In addition, the Treasurer may engage an independent investment consultant that will:

•	 Measure investment performance results, evaluate the investment program, and advise the 
Treasurer as to the  performance and continuing appropriateness of each investment manager;
•	 Recommend modifications to the investment policies, objectives, guidelines, or manage-
ment structure as appropriate; and
•	 Promptly inform the treasurer regarding significant matters pertaining to the investment 
program.

7.0 Investment Parameters: Contributions will be invested in one or more of the available 
Portfolios, each composed of a designated mix of investments or an individual investment fund, 
which is appropriate for the age of the participant or  the  investment objective of the Portfo-
lio. Each Portfolio may allocate assets among domestic equity, international equity, real estate, 
fixed-income, and/or short-term investments. The asset allocation of each Portfolio will be estab-
lished by the Treasurer  and managed by the Manager.  The  Treasurer may adjust the weighting in  
stocks, bonds, real estate, and cash in each Portfolio and  may change the underlying investment 
funds within the Portfolios consistent with this Investment Policy Statement.

The policy target asset allocations and  benchmarks for the  underlying investments within the  
Age-Based and  Target  Portfolios  are shown in the following table. There is a permissible range 
of plus or minus 10% of the target allocation for each underlying investment fund.
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Each underlying investment fund’s return objective is to equal or exceed, over a five-year rolling 
period, the  return  of  the applicable benchmark. Volatility, measured by the standard deviation of 
quarterly returns over that period, is  expected to  be  similar to the benchmark.  Each underlying 
investment fund is also expected to perform favorably relative to its peer group.

To the extent that the assets of a Portfolio are invested in one or more underlying investment 
funds approved by the Treasurer having investment objectives consistent with the above-noted as-
set allocation categories, the above-noted percentage guidelines shall be deemed satisfied. This 
shall be the case even if such underlying investment fund’s underlying assets  may not  be entirely 
invested in  the asset class in  which such   underlying investment fund has been placed.
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INDIVIDUAL FUND PORTFOLIOS

Participants in  the Program open their Accounts through registered broker-dealers and other 
financial advisors. As a result, the Treasurer deems it appropriate to offer individual funds as sepa-
rate Portfolios in  the  Program.  The  Individual Fund  Portfolios  and underlying investment funds 
the Treasurer selects will be described in the Program’s current Program Disclosure Statement and 
may include the following asset classes:

8.0 FEMALE- AND MINORITY-OWNED PORTFOLIOS: The Program has included the 
Female- and Minority-Owned Portfolios for participants who would like to have a more diverse set 
of investment options. The female- and minority-owned underlying investment funds utilized in 
the program were screened on the following initial criteria: (1) firms with at least 50% female and/
or racial minority ownership or (2) funds that have a female and/or racial minority investment man-
ager that makes the portfolio management decisions (i.e., a minority-owned subadvisor), and (3) 
funds that delivered above median returns over a 3-year and/or 5-year time period. The female- 
and minority-owned options provided in the program include relatively high scoring female- and 
minority-owned investment managers representing a diverse set of asset classes.

Contributions will be invested in one or more of the available Portfolios, each composed of an 
individual investment fund, which  is appropriate for the investment objective of the Portfolio. The 
Treasurer may change the underlying investment funds within specially designated portfolios, such 
as the Female- and Minority-Owned Portfolios, consistent with this Investment Policy Statement.

The Treasurer’s Office may also add additional portfolios – for example, a veteran- or dis-
abled-owned and/or managed portfolio – as new viable options become available.
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MEET TREASURER FRERICHS
Michael Frerichs was elected Illinois State Treasurer in November 2014.

In Illinois, the Treasurer is the state’s Chief Investment Officer and Frerichs is a Certified Public 
Finance Officer. The office invests money on behalf of the state and local units of government. 
Mike also believes in providing individuals with the tools so that they can invest in themselves.

He does this by encouraging savings plans for college and trade school, increasing financial 
education among all ages, removing barriers to a secure retirement, and protecting residents 
from predatory companies.

The Treasurer’s Office actively manages approximately $25 billion. The investment approach 
is cautious to ensure the preservation of principal. The investment returns are significant: For 
every $1 spent to run the office, Mike nets $28 for the state’s residents.

In Illinois, the Treasurer’s office predates the state’s incorporation in 1818. Voters in 1848 chose 
to make it an elected office. Frerichs is the 74th person to serve in this role. After less than a 
year in office, Frerichs was elected by his peers across the country to be on the National Asso-
ciation of State Auditors, Comptrollers and Treasurers’ Executive Committee.

Mike was born in the Downstate farming community of Gifford, Illinois. He graduated from 
Yale University and spent two years in Taiwan where he taught English to young students and 
learned to speak Chinese. He returned to Champaign County and launched his own technolo-
gy business. He was elected to the Champaign County Board and elected Champaign County 
Auditor. He also served as a volunteer firefighter.

In 2006, Mike was elected Illinois State Senator representing East Central Illinois. As chairman 
of the Higher Education Committee, Mike championed efforts to make college more afford-
able. He also served as chairman of the Agriculture and Conservation Committee.

Mike lives in Champaign with his young daughter, Ella.
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CONTACT US

Office TDD Line - 866.877.6013

CONNECT WITH US

SUBSCRIBE TO OUR E-NEWSLETTER

WWW.ILLINOISTREASURER.GOV

Springfield -  Capitol Building
219 State House
Springfield, Illinois 62706
Phone:  217.782.2211 • Fax:  217.785.2777

Chicago - James R. Thompson Center
100 Randolph St, Suite 15-600
Chicago, Illinois 60601
Phone:  312.814.1700 • Fax:  312.814.5930

Springfield - Illinois Business Center
400 Monroe St, Suite 401
Springfield, Illinois 62704
Phone:  217.782.6540 • Fax:  217.524.3822

Springfield - Myers Building
1 W Old State Capitol Plaza, 1st & 4th Floors
Springfield, Illinois 62701
Phone:  217.785.6998 • Fax:  217.557.5871
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