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I.
POLICY
The purpose of this policy is to establish the standards and guidelines for the direction, management and oversight of all County investable cash and funds.  Funds shall be invested prudently to assure preservation of principal, provide needed liquidity for daily cash requirements and provide an acceptable rate of return.  Investments shall conform to federal, state and local statutes governing the investment of public funds.

II.
DEFINITIONS
III.
GENERAL INFORMATION
The objectives for investing County funds shall be, in order of priority:

1. Safety of Principal

Safety of principal is the foremost objective of the County investment policy.  Investments will be made in the safest securities and in conformance with Chapter 118A of Minnesota Statutes governing the investment of public funds.  Investments should be well diversified to minimize the risk of large losses from any single security issuer.

2. Liquidity

Liquidity must be sufficient to meet all County cash flow requirements.  Investments should be liquid securities with an active secondary market and maturities should be staggered over time and structured to meet cash flow requirements to the extent possible.  A security may be liquidated to meet unanticipated cash requirements or to redeploy cash into other investment deemed more attractive in meeting portfolio objectives.

3. Return

Funds should be invested to obtain the highest yield (or total return for longer-term funds) that is consistent with safety of principal and liquidity objectives and consistent with industry investment benchmarks.

IV.
PROCEDURES
I. PRUDENCE
Investments shall be made with judgment and care under prevailing circumstances with prudence, discretion, and intelligence, not for speculation, but for investment, considering the probable safety of their capital as well as the probable income to be derived from investing the County’s overall portfolio.

Investment officers acting in accordance with written procedures 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 an appropriate action is taken to control adverse developments.   Officers and employees involved in the investment process shall refrain from personal business activity that could conflict with proper execution of the investment program, or which could impair their ability to make impartial investment decisions, or which has the appearance of impropriety.

II. DELEGATION OF AUTHORITY
The County Board has delegated the authority to invest County funds in compliance with Minnesota laws to the Director of Budgeting and Accounting.  Ramsey County Administrative Code, Section 4.30.30.  The Director has assigned the day to day management of the County’s investment portfolio to the Investment Officer.
III. INVESTMENT REVIEW COMMITTEE
The County Board may appoint an Investment Review Committee (“The IRC”) to advise the Director and Investment Officer.  The IRC shall consist of five members including one County Board member or the Board’s designee, the County Manager or the Manager’s designee, two members of the local investment community and one member with experience in short term cash management.  The two members of the local investment community shall not be employed by the same firm or affiliated companies.  The IRC shall review updates/changes to the Investment Policy, review the overall County investment activities and current portfolio positions; interview candidates for external manager searches and review the ongoing performance of external managers; evaluate compliance with the Investment Policy and all investment guidelines; review the selection and authorization of broker/dealers utilized by the Investment Officer for security transactions; and consider other matters related to the appropriate investment of County funds and recommend actions to the County Board.

The members of the IRC shall serve four year terms but two of the original five members shall be appointed for an initial term of two years.  After the initial two year term all appointments shall be for a four year term.  Overlapping terms shall serve to provide continuity of knowledge within the IRC.  The IRC members shall elect a chair who will serve as chair for tow years.  No member may serve more than four years as chair.  The IRC shall meet at the call of the Director but no less frequently than every six months.

The Investment Officer will provide the IRC with the necessary reports to review current portfolio holdings and investment returns and provide information from external managers detailing the same information for their individual portfolio investments.

The Investment Officer will report to the Ramsey County Board of Commissioners at least on a quarterly basis, or as otherwise deemed necessary by the Department Director or County Manager.  

IV. CASH FLOWS AND INVESTMENT RESERVES
The Ramsey County Office of Budgeting and Accounting and Property Records and Revenue Department will annually provide the Investment Officer a cash flow forecast of anticipated revenue inflows and expenditure outflows for investment purposes which shall be updated at least quarterly.  Based on these projections and the existing portfolio structure, the Investment Officer shall maintain and manage the short-term reserves (investments of one year or less) to meet all cash outflows and reserve requirements.  Projected funds in excess of needs for short-term requirements and reserves shall be invested in longer-term reserves as outlined below.

Short Term Reserves (investments generally one year or less)

A. Property tax collections for local governments of the County will be considered short-term investments since collections and disbursements generally occur within 15 to 60 days.  These funds will be invested in short-term securities with maturities that match the expected outflows to the extent possible.

B. Other operating funds and reserves shall be invested in short term securities with periodic maturity dates that match to the extent possible the forecasted outflows and reserve requirements of the County.  The Investment Officer will practice a “buy and hold” philosophy in managing these funds which is consistent with overall policy objectives and requirements of Chapter 118A of Minnesota Statutes for investment of public funds.

As a guideline, the yield on the Short Term Reserves should exceed the 90-day Treasury Bill yield over time.

Long Term Reserves (investments generally one year or more)
Funds in excess of anticipated operating needs and reserve requirements should be designed as long term reserves.  These funds will be invested in conformance with the overall investment policy objectives, state statutes and must adhere to additional management guidelines outlined below.  An external investment manager(s) may be selected by the County Board upon the recommendation of the director, the Investment Officer and the IRC to manage these funds.  Such manager(s) performance will be reviewed regularly and will be measured on a total return basis (income yield plus price change) versus an established benchmark over at least a three-year period.

V.
INVESTMENT GUIDELINES FOR LONG TERM RESERVES

Investment Objective
The objective of the long term reserve fund’s portfolio(s) is to provide for safety of principal, adequate liquidity and a total return (net of fees) exceeding the Merrill Lynch 1-3 Year and 1-5 Year U.S. Treasuries Indices.

Maturity Guidelines

The average life of the portfolio shall not exceed 5 years and the effective duration should be maintained with +/- 25 basis points of the Merrill Lynch 1-5 Year Treasuries Index or the Merrill Lynch 1-3 Year Treasuries Index depending on market conditions.  Consistent with Minnesota Statutes, the average life of mortgage backed securities may not exceed 10 years at time of purchase and must comply with guidelines for maturity extension and price change given an immediate +300 basis point change in interest rates.


Diversification Guidelines
The portfolio shall be well diversified to minimize the risk of large losses.  No more that 5% of the portfolio shall be invested in any non-U.S. Treasury / agency issuer.  All individual portfolio holdings must comply with Chapter 118A of Minnesota Statutes for investment of public funds and holdings are further restricted as outlined in Section VII.
VI.
INTEREST RATE RISK
The County shall minimize its exposure to interest rate risk by investing in both shorter and longer-term investments and by timing cash flows from maturities so that a portion of the portfolio is maturing or coming close to maturity evenly over time as necessary to provide the cash flow and liquidity needed for operations.

VII. AUTHORIZED INVESTMENT INSTRUMENTS
Investments shall comply with all Minnesota Statutes governing investments, specifically Minnesota Statutes Chapter 118A.  Additionally, the following restrictions shall apply to all investment.


Security Type

Weighting
Constraint


U.S. Treasury

Up to 100%
None


Agency Debentures

Up to 60%
No more than 20% in any








one agency  (exposure not 







including agency mortgages 







and structured notes defined 







below)


Structured Agency Notes
Up to 30%
No leveraged notes/inverses


Agency Mortgage 

 Up to 30%
None

Agency CMO’s

Up to 30%
No I/Os,P/Os or 









Residuals; Maximum 10 yr.







Avg. life at purchase; Meets








Extension/price change 








Criteria; No more than 10% 







In one issue; no inverse float


Municipal Bonds

Up to 30%
No more than 5% in any








Issuer; Credit rating per state







Statute

Bankers Acceptances
Up to 50%
No more than 10% in any 







Issue


Commercial Paper*

Up to 50%
Per State Statutes


Agency Discount Notes*
Up to 50%
Per State Statutes


Certificates of Deposit
Up to 25%
Per State Statutes


Repurchase Agreements*
Up to 50%
Per State Statutes


Mutual Funds

Up to 50%
Per State Statutes


Guaranteed Investment
Up to 30%
Maximum 5% per issuer; 


Contracts




Credit rating per State








Statutes

· During tax collections, may exceed 50%
The County will not utilize strategies or invest in instruments, which would create leverage in the portfolios including use of reverse repurchase agreements, options or future contracts.

Temporary deviations from the above weighting may occur throughout an investment cycle.  The Investment Officer must report any deviations to the Director and chair of the IRC in writing within 14 days of each occurrence.

VIII. SELECTION OF BROKER/DEALERS-BID/OFFERING PROCESS
In the management of funds, Ramsey County will conduct its investment transactions with security broker/dealers that act responsibly as custodian of the County’s funds.  These institutions shall avoid any transactions which might damage public confidence in the County’s ability to govern effectively.  The County will conduct its security transactions with broker/dealers as authorized by the Investment Review Committee and state statutes.  Specifically these institutions must meet the following criteria:

A. Security dealers who are designated as “primary reporting dealers” in 

U.S. Government securities to the Federal Reserve Bank of New York, or

B. Security dealers that are subsidiaries of financial institutions that are 

designated as depositories by the County, or

C. Security dealers having principal executive offices resident in Minnesota, licensed under Minnesota Statutes Chapter 80A, or an affiliate, and  regulated by the Securities Exchange Commission.

All broker/dealers will provide the County with a Broker/Dealer Certification stating that they will do business with Ramsey County according to Minnesota Statutes and Ramsey County Policy.  This Broker/Dealer certification will be 
signed by an officer of the company and will be updated annually.  Before the County will invest in repurchase agreements with any broker/dealer, the County and the broker/dealer must fully execute a Master Repurchase Agreement.

IX. SECURITY TRANSACTIONS-BID/OFFER PROCESS
In management of County funds, the Investment Officer will request competitive bids and offerings for security sales and purchases from approved institutions as outlined above.  Typically at least three bid/offerings will be solicited for a sale or purchase although fewer may be necessary due to complexity of the transaction or availability of securities to meet a particular need or strategy.  The Investment Officer may reject the most favorable bid/offer if it is deemed the bid/offer is not consistent with the investment requirements of the portfolio or exposes the County to undue risk or is inconsistent with this policy or Minnesota State Statutes.

X. SELECTION OF EXTERNAL MANAGERS
The county may select an external investment manager(s) to manage longer-term funds as deemed appropriate.  Managers must qualify with all federal, state and local statutes requirements as depositories for public funds and be registered with the Securities Exchange Commission and/or the State of Minnesota under the Investment Advisors Act of 1940 or be an institution which is exempt from registration under the act including but not limited to a bank, trust company, insurance company or qualified broker/dealer.

The County Board may select an external Investment Manager after a careful review and due diligence process by the Investment Officer and with the recommendation of the Director, Investment Manager and the IRC.  Considerations will include the manager’s expertise, track record, financial resources and security, investment philosophy and process, and their fee structure.  The County may engage an independent consultant or other agent to aid in the review and selection of managers and ongoing monitoring of performance.

XI. SAFEKEEPING
All securities purchased by the County will be held by a third party safekeeping agency appointed as custodian by the County, consistent with Section 118A.06 of Minnesota Statutes.  The custodian shall issue a safekeeping receipt to the County for each transaction detailing all pertinent aspects of the specific security and the name and account which the security is held.  All security transactions entered into by the County with the exception of money market mutual funds, fixed income mutual fund and overnight repurchase agreements, shall be conducted on a delivery versus payment basis.

XII. SECURITIES LENDING
The County authorizes the practice of lending its investment securities holdings for the purpose of generating additional investment income from its financial assets.  The Director and the Investment Officer shall ensure the safety of the County’s assets and delineate each party’s rights and responsibilities through a written agreement with the County’s custodial agents.
XIII. IMPLEMENTATION
This policy was prepared under the authority of the County Manager as delegated to the Finance Director.  A copy of this policy shall be made available to the Minnesota State Auditor and all brokers wishing to do business with Ramsey County.
V.
LINKS & RESOURCES

Minnesota State Statutes Chapter 118A
VI.
CONTACTS

Richard Koop;  Investment / Debt Manager of Budgeting and Accounting, 651-266-8057, email to: Richard.Koop@co.ramsey.mn.us
VII.
REVISION HISTORY
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April 2009
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