Town of White

Investment Policy

I.
Governing Authority
This policy shall establish guidelines for the safeguarding and efficient management of the Town of White funds and shall apply to all activities with regard to the investment of the financial assets of the Town.

The goal of the policy is to allow the Town to obtain the highest possible yield on available Town assets; consistent with constraints imposed by its safety objectives, cash flow considerations, and Minnesota state laws that restrict the placement of public funds. The safety of principal shall be paramount in all investment decisions.
Amendments to Minnesota state laws supersede this policy.

II.
Scope
This policy applies to all financial assets of the Town of White.  These funds are accounted for in the Town’s Annual Financial Report and include:

1. General Fund

2. Road & Bridge Fund

3. Debt Service Funds

4. Capital Project Funds

5. Trust & Agency Funds

This policy is limited in its application to funds that are not immediately needed and are available for investment.  Unless prohibited by law or contract, the Town of White may pool cash from several different funds for investment purposes should it meet the objectives of the investment program.  Investment income will be allocated to the various funds based on their respective participation and in accordance with generally accepted accounting principles.  
III.
Objectives

The primary objectives, in order of priority, of all investment activities involving the financial assets of the Town of White shall be safety, liquidity, and yield:
1. Safety.  Safety and preservation of principal is the foremost investment objective. Investments shall be undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio.  The objective will be to mitigate credit risk and interest rate risk.
· Credit Risk. The Town of White will minimize credit risk, which is the risk of loss due to the failure of the security issuer or backer, by:
· Limiting investments to the types of securities listed in investment types (Section VII) of this Policy
· Pre-qualifying the financial institutions, broker/dealers, intermediaries, and advisers with which the Town will do business in accordance with Section V.
· Diversifying the investment portfolio so that the impact of potential losses from any one type of security or from any one individual insurer will be minimized.
· Interest Rate Risk.  The town of White will minimize interest rate risk, which is the risk that the market value of securities in the portfolio will fall due to changes in market interest rates, by:
· Structuring the investment portfolio so that securities mature to meet cash requirements for ongoing operations, thereby avoiding the need to sell securities on the open market prior to maturity.
· Investing operating funds primarily in shorter-term securities, money market mutual funds, or similar investment pools and limiting the average maturity of the portfolio in accordance with this policy.  
2. Liquidity.  Maintain the necessary liquidity to meet all operating costs that may be reasonably anticipated.  The portfolio must be structured so that securities mature concurrent with cash needs to meet anticipated demands.  Cash needs will be determined based on cash flow forecasts prepared during the budget process.  Since all possible cash demands cannot be anticipated, the portfolio should consist largely of securities with active secondary or resale markets (dynamic liquidity).  Alternatively, a portion of the portfolio may be placed in money market mutual funds or local government investment pools which offer same-day liquidity for short-term funds.
3. Yield.  The investment portfolio shall be designed with the objective of attaining a market rate of return throughout budgetary and economic cycles, taking into account the investment risk constraints and liquidity needs.  Return on investment is of secondary importance compared to the safety and liquidity objectives described above.  The core of investments is limited to relatively low risk securities in anticipation of earning a fair return relative to the risk being assumed.  Securities shall generally be held until maturity with the following exceptions:
· A security with declining credit may be sold early to minimize loss of principal.
· A security swap would improve the quality, yield, or target duration in the portfolio.
· Liquidity needs of the portfolio require that the security be sold.
IV. Standards of Care

1. Prudence.  Investment officers for the Town, when investing or depositing public funds, shall exercise the care, skill, prudence and diligence under the circumstances then prevailing that a person acting in a like capacity and familiar with such matters would use to attain the objectives listed above (the “prudent person” standard).  This standard requires that when making investment decisions, the investment officer shall consider the role that the investment or deposit plays within the portfolio of assets of the Town of White and the investment objectives listed above, and shall be applied in the context of managing the overall investment portfolio.
2. Ethics and Conflicts of Interest.  Officers and employees involved in the investment process shall refrain from personal business activity that could conflict with the proper execution and management of the investment program, or that could impair their ability to make impartial decisions.  Employees and investment officials shall disclose any material interests in financial institutions with which they conduct business.  They shall further disclose any personal financial/investment positions that could be related to the performance of the investment portfolio.  Employees and officers shall refrain from undertaking personal investment transactions with the same individual with whom business is conducted on behalf of the Town of White.
3. Authority.  Authority to manage the Town’s investment program is derived from State of Minnesota Statutes.  The Clerk and Treasurer of the Town of White are the designated finance officers of the township and as such are the appointed investment officers, whose responsibility, in part, is collecting, safeguarding and disbursing Town of White funds.

The Town of White Board of Supervisors will act as the Finance Committee and will review all actions regarding the disposition of Town funds. The Town Board shall be responsible for all transactions undertaken, and shall establish investment procedures consistent with this policy, and a system of controls to regulate the activities of subordinate officials and employees.

V.
Authorized Financial Institutions, Depositories, and Broker/Dealers
A list will be maintained of financial institutions and depositories authorized to provide investment services.  In addition, a list will be maintained of approved security broker/dealers selected by creditworthiness (e.g., a minimum capital requirement of $10,000,000 and at least five years of operation).  These may include “primary” dealers or regional dealers that qualify under Securities and Exchange Commission (SEC) Rule 15C3-1 (uniform net capital rule).

All financial institutions and broker/dealers who desire to become qualified for investment transactions must supply the following as appropriate:

· Audited financial statements demonstrating compliance with state and federal capital adequacy guidelines.

· Proof of National Association of Securities Dealers (NASD) certification (not applicable to Certificate of Deposit counterparties)
· Proof of state registration

· Completed broker/dealer questionnaire (not applicable to Certificate of Deposit counterparties)

· Certification of having read and understood and agreeing to comply with the Town of White’s investment policy.

· Evidence of adequate insurance coverage.
V. Safekeeping and Custody. The Town of White Board of Supervisors shall

establish a system of internal controls, which shall be documented in writing.  The controls shall be designed to prevent the loss of public funds arising from fraud, employee error, and misrepresentation by third parties, unanticipated changes in financial markets, or imprudent actions by employees and officers of the town.
VII.
Suitable and Authorized Investment Types

1. The investment of Town of White funds shall be in accordance with Minnesota statutes §§ 118A.04 and 118.05.  Although all investments represent some risk of loss, these securities are generally considered to be among the safest available:
· Federal Securities

· Treasury bills, notes and bonds, as well as bonds and notes issued by US Government Agencies such as the Small Business Administration or GNMA, or by U.s. Government instrumentalities such as FNMA, Federal Home Loan Bank, Federal Farm Credit Bank or FHLMC (Freddie Mac)

· State and Local Securities

· Bonds and other debt instruments issued by cities, counties, states or other governmental units subject to rating requirements

· Commercial Paper

· Rated short-term debt issued by large corporation

· Guaranteed Investment Contracts

· Certificates of Deposit

· Issued by U.S. Banks fully insured by FDIC

· Bankers Acceptances

· Issued by U.S. Banks

· Money Market Mutual Funds

· Subject to certain ratings

· Government Investment Pools, including the 4M Fund, the Liquid Asset Fund and MAGIC Fund

2. Collateralization and Insurance

The Federal Deposit Insurance Corporation (FDIC) protects deposits up to $250,000.  The Town of White will minimize deposit Custodial Credit Risk, which is the risk of loss of failure of the depository bank, by obtaining collateral or bond for all uninsured amounts on deposit, and obtaining necessary documentation to show compliance with state law and a perfected security interest under federal law.

3. The Town of White will minimize investment Custodial Credit Risk by permitting brokers that obtained investments for the Town of White to hold them only to the extent there is SIPC (Securities Investor Protection Corporation Insurance) and excess SIPC coverage available.  Securities purchased that exceed available SIPC coverages shall be transferred to the Town of White’s custodian.  
VIII.
Investment Parameters

1. Diversification

It is the policy of the Town of White to diversify its investment portfolio.  Assets shall be diversified to eliminate the risk of loss and balance the effect of interest rate changes affecting different types of securities.  Investments will be diversified by:
· Limiting investments to avoid over-concentration in securities from a specific issuer or business sector;

· Limiting investments in securities with higher credit risks;

· Investing in securities with varying maturities; and

· Continuously investing a portion of the portfolio in readily available funds such as the Local Government Investment Pool, money market funds, or overnight repurchase agreements to ensure that appropriate liquidity is maintained to meet ongoing obligations.

2. Maximum Maturities

To the extent possible, the Town of White will attempt to match its investments with anticipated cash flow requirements.  Unless matched to a specific cash flow, the Town will not directly invest in securities maturing more than one (1) year from the date of purchase.

Reserve funds may be in vested in securities exceeding one (1) year if the maturity of such investments is made to coincide as nearly as practicable with the expected use of the funds.  Any intent to invest in securities with longer maturities will require Town Board approval via resolution.

IX.
Reporting

The Investment Officers shall submit a quarterly investment report to the Town Board.  The report shall summarize investment transactions that occurred during the reporting period, and shall discuss the current portfolio in terms of maturity, rates of return and other features.

X.
Investment Policy Considerations

The investment policy will be reviewed on an annual basis.  Any changes must be approved by the Town Board of Supervisors.
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