7 RESOLUTION NO.: R-2009-013

Adopting City of Columbia Investment Policy

BE IT RESOLVED this ____ day of , 2009, by the Mayor and City Council of the City of
Columbia, South Carolina that the investment authority provided by S.C. Code of Laws §6-5-10 (Supp.2008) as
amended, is hereby delegated to the City's Chief Financial Officer and City Treasurer pursuant to S.C. Code
Ann. §6-5-20 (2004) as amended, until terminated or revoked.

BE IT FURTHER RESOLVED that the exercise of such authority is limited 1o and shall be in full

compliance with state law and the Investment Policy adopted by City Council.

BE IT FURTHER RESOLVED that the City Manager shall be responsible for the supervision of the Chief
Financial Officer and City Treasurer in the exercise of such authority and shall insure that the Chief Financial
Officer and City Treasurer do not exceed the authority delegated hereby and are at all times in full compliance

with the City's Investment Policy.
(’W\ BE IT FURTHER RESOLVED that in the event Chief Financial Officer or City Treasurer exceed their
authority or violate the City's Investment Policy, the City Manager may immediately terminate or revoke the
authority of the Chief Financial Officer or City Treasurer delegated hereby. City Council reserves the right to

terminate or revoke the authority of the Chief Financial Officer or City Treasurer delegated hereby by
subsequent duly enacted resolution at any time and for any reason.

Requested by:

Jeff Palen, Treasurer

NSV INFAL I 1D ]

Mayor
Approved by:
Interim City Manager
ATTEST:
ﬁty Attorney City Clerk
~ Introduced:
i Final Reading:

Last revised: 3/30/2009
09030342
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General Ol;jeclIQ'es

Investment Policy
Scope

This policy applies to the investment of all financial resources of the City of Columbia,
managed by the Finance Director, the Treasurer and/or designee or contractual investment
managers.

These funds are accounted for by the City’s Finance Department as represented in the City of
Columbia’s Comprehensive Annual Financial Report and ineliide:

General Fund

Special Revenue Funds
Debt Service Funds (unless prohlblted by bond mdentures)
Capital Project Funds
Enterprise Funds RUSEIY
Internal Service Funds "i'%';g}‘;
Agency Funds i
Any new Fund crea;[ed unless exempted by the City Council
. iy
Funds held by the Richland County TJ{easurer and the Lexmgton County Treasurer during tax
collection periods shall be governed: by thelr County S mvestment policies, and are not
subject to the prov151ons of this policy., _;i;i’ LT o
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Except for cash iny certain restrlcted and spec1al funds, the City will consolidate cash balances
g

from all funds’ o1 max1mxze mvestment eamlngs Investment income will be allocated to the

various funds basqd jon theu; respectlve parhmpatlon and in accordance with generally

accepted accountmg prmmples‘ HH ;ri,i‘ }!u
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| The prlmary objectlve, in pnorlty order, of investment activities shall be safety, liquidity,

and er]d e
i, o

1. Safety y it
Safety of prmmpal is the foremost objective of the investment policy. 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.

a. Credit Risk

The City will minimize credit risk, the risk of loss due to the failure of the

security issuer or backer, by:

¢ Limiting investments to the safest types of securities.

e Pre-qualifying the financial institutions, broker/dealers, intermediaries,
and advisers with which the City will do business.

e Diversifying the investment portfolio so that potential losses on
individual securities will be minimized.
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b. Interest Rate Risk
The City will minimize the risk that the market value of securities in the
portfolio will fall due to changes in general interest rates, by:

e 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.

2. Liquidity R
The investment portfolio shall remain suf] ﬁcnently' llquld to meet all operating
requirements that may be reasonably anticipated,; ThlS is' accompllshed by structuring
the portfolio so that securities mature concurrent wuh cash needs to meet anticipated
demands. Since all possible cash demands cannot be anuclpated, the portfolio should
consist largely of securities with active secondary orresale markets A portion of the
portfolio also may be placed in the mdney market mutual funds or local government
investment pools which offer same- day ]quIldlty fon short-term funds

l'v'1
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3. Yield ".,
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The investment portfollo shal] be designed with the objeenve of attaining a market
din

rate of return throughout bu'dgétany and economic' cycles taking into account the
investment risk constraints and llqmdltyl needs Return on investment is of secondary
importance compared to the safety and khqu1d1ty objectwes described above. The
core of mvestments is limited {o'relatlvely low risk securities in anticipation of
earning a'falr return’relatlve to the risk being dssumed. Securities shall not be sold
pnor to, malurlty w1th;the followmg exceptlons

a. A‘ securlty ith declining credit may be sold early to minimize loss of
prmmpal. p“! l!“hmm oy ."
ae b A securi jswap wouldi 1mprove the quality, yield, or target duration in the
S '15 rtfoho il
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]x c. quulﬁ;'ty needs‘ Tf the portfolio require that the security be sold.
isigm "
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The stan ard' of care to be used by investment officers shall be the “prudent person”
standard{ and shall be applied in the context of managing an overall portfolio.
Investmient officers acting in accordance with written procedures and this investment
policy and exercising due diligence shall be relieved of personal responsibility for an
individual security’s credit risk or market price changes, provided deviations from
expectations are reported in a timely fashion and the liquidity and the sale of
securities are carried out in accordance with the terms of this policy.

2. Ethics and Conflicts of Interest
Investment officers and employees involved in the investment portfolio shall refrain
from personal business activity that could conflict with the proper execution and
management of the investment portfolio, or that could impair their ability to make
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impartial decisions. Employees and investment officers 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 investment officers
shall refrain from undertaking personal investment transactions with the same
individual with whom business is conducted on behalf of the City.

1V.  Delegation of Authority

V. Safekeeping and Custody TR

1.

2.

City Council may, pursuant to S.C. Code of Laws §6-5-20 (Supp. 2008)', as
amended, delegate authority provided for by S.C Code of Laws §6-5-10 (2004)%, as
amended, to the treasurer or other financial officer or' any fiscal agent or corporate
trustee charged with custody of the funds of the C1ty of Columbla until such authority
terminates or is revoked. o .:HJ, |
i o ' T
Delegation of investment authority Shdll bé authorlzed bya duly enacled resolution of
Columbia City Council. H( ’ ,

”y
: 1

Upon delegation of investment authonty by Columbla City Council, lhe investment
officers shall assume responsibility for mvestment transactions as authorized and in
strict compliance with the’Investment Policy and state law.
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Authorized lvmanlczal Dealers and Imtztutlons. -.‘t;
A list w1ll bé maintained of ﬁnanclal msututmns authorized to provide investment
serv1ces In addl’ubn a list also w1]l be mamtamed of approved security

gl ”»r !H !;I

All ﬁnanmal mstlfutlons and broker/dealers who desire to become qualified for
investmernit! transactxon§ must supply the following as appropriate:

Audltea fmanma] 'statements.

Proof 0TFmanc1al Industry Regulatory Industry (FINRA) registration.
Proof of state registration.

d ‘....h Complet'ed broker/dealer questionnaire.

e. mf cauon of havmg read and understood and agreeing to comply with the

.......
it

An annual review of the financial condition and registration of qualified financial
institutions and broker/dealers will be conducted by the investment officer and
reported to the City Council and City Manager.

The investment officer(s) may invest in financial instruments offered by community
financial institutions which do not meet the criteria under paragraph 1. Such

investments shall be made subject to prior approval by Columbia City Council.

Internal Controls
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The investment officer is responsible for establishing and maintaining an internal
control structure designed to ensure that the assets of the City are protected from loss,
theft or misuse. The internal control structure shall be designed to provide
reasonable assurance that these objectives are met. The concept of reasonable
assurance recognizes that (1) the cost of a control should not exceed the benefits
likely to be derived and (2) the valuation of costs and benefits requires estimates and
judgments by management. Accordingly, the investment officer shall establish a
process for an annual independent review by an external auditor to assure compliance
with policies and procedures. The internal controls shall address the following

points: Ny

a. Control of collusion i

b. Separation of transaction authority from accountmg and recording keeping.
C. Custodial safekeeping. B

d. Avoidance of physical delivery securlucs ‘

€. Clear delegation of authority to. subordinate staff members

f.

Written confirmation of transaquons for investments and wire transfers.
3. Delivery vs. Payment | ”t“; it '
All trades where applicable will be executed by dellvery vs. payment (DVP) to ensure
that securities are deposnted inan eligible ﬁnanc1al institution prior to the release of
funds. Securities will be held by athn‘d-party custodlan as evidenced by safekeeping

recelpts ’:' "?521;.§i§!|

Authorized Investments Uy b i
”1:, i :[,“; ' i ‘

1. Investmenl Types ‘ 'L

.....

permitted by S C. Code of Laws §6-5’ 10 (Supp. 2008)’, as amended.

.....
sopkbe [ ‘
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lnvestment Parfameters i
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1.0, Diversifi calton
ik The mvestments shall be diversified by:
”"zi..; ‘ lenmg investments to avoid over concentration in securities from a specific
RO 3 1ssuer or business sector (excluding U.S. Treasury securities). No more than
0% ih any single holding or 25% in any one issuer.

b. lemng investment in securities that have higher credit risks (see Authorized
Investments, Section VI).

c. Investing in securities with varying maturities.

d. Continuously investing a portion of the portfolio in readily available funds

such as local government investment pools (LGIPs), money market funds or
overnight repurchase agreements to ensure that appropriate liquidity is
maintained in order to meet ongoing obligations.

2. Maximum Maturities
To the fullest extent possible, the City shall attempt to match its investments with
anticipated cash flow requirements. Unless matched to a specific cash flow, the City
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VII Reporting

1.

3.

v

will not directly invest in securities maturing more than seven (7) years from the date
of purchase or in accordance with state and local statutes and ordinances. However,
the City of Columbia may collateralize its repurchase agreements using longer-dated
investments not to exceed twenty (20) years to maturity. At least 20% of the
portfolio shall have a maturity of 90 days or less. This is to include LGIPs, money
market funds, and overnight repurchase agrecments to ensure that appropriate
liquidity is maintained to meet ongoing obligations. For purposes of determining
maturity, the call date for securities trading on a yield-to-call basis will be used.

Reserve funds and other funds with longer-term investment horizons may be invested
in securities exceeding seven (7) years if the maturity of such investments is made to
coincide as nearly as practicable with the expected use of funds. Investment in
securities with longer maturities shall not be made wnhout prior approval of
Columbia City Council. :

ool

choir

Methods . '.r s

The investment officer shall prepare an mvestmeni report monlh]y, including a
management summary that provides an analy51s of the status of the current
investment portfoho and transpchons made over the last month This management
investment activities during the reportmg penod have conformed to the investment
policy. The report should be.prowded 10! the Clty Administration and the City

Council. Tl}e f'eport will 1ncludel the followmg E
1ed § b

!\\

:0
a. g,lsllng of mdmdual securmes held at the end of the reporting period.
b. ed, 1zied andi unrealized gams"br losses resulting from appreciation or
deplec1atlon by. hstmg the cos{ and market value of securities over one-year

1 .

RIS duratlon ‘that are not’mﬁinded to be held until maturity (in accordance with

Govemment’al Accountmg Standards Board (GASB) requirements).
c. Llstmg of 1nves§ment by maturity date.

d. Percentage of the fotal portfolio which each type of investment represents.
‘li“l ¢

A ‘Pel formance Stélmdar ds

The} investment portfolio will be managed in accordance with the parameters
specnﬁegl w1th1n this policy. Within these parameters the portfolio should obtain a
market average rate of return during a market/economic environment of stable
interest rates. Ifa contractual investment manager is utilized, a series of appropriate
benchmarks shall be established against which portfolio performance shall be
compared on a regular basis (i.e. Merrill Lynch 1-5 Year Treasury Index).

Marking to Market

The market value of the portfolio shall be calculated at least quarterly and a statement
of the market value of the portfolio shall be issued at least quarterly. This will cnsure
that review of the investment portfolio, in terms of value and price volatility, has
been performed consistent with the GFOA Recommended Practice on “Mark-to-
Market Practices for State and Local Government Investment Portfolios and

5



Investment Pools.” In defining market value, considerations should be given to the
GASB Statement 31 pronouncement.

IX. Policy Considerations

Exemptions

Any investment currently held that does not meet the guidelines of this policy shall
be exempted from the requirements of this policy unless in violation of state law. At
maturity or liquidation, such monies shall be reinvested only as provided by this
policy. ‘

Amendments i

This policy shall be reviewed annually by Columbla Clty Council prior to the
beginning each new fiscal year. Any changes must be approved by City
Administration and City Council. i

S C. Code of Laws, §6-5-20, Delegation of investment aulhoruy

 8.C. Code of Laws, §6-5-10. Authorized investments by polmcal subdmsxons

rooh

The governing body may delegate the investment aulhonty proyldcd by Scction 6-3-10 to the treasurer or other
financial officcr or any fiscal agent or corporate trustce charged With custody of the funds of the local government,
who shall thercafter assume full responsnblhty for such mvesnﬁem lransacuon until the delegation of authority
terminates or is revoked. ,"’(I g i

!i‘m Uy

1:,_;

(a) The governing body of any mumcnpall s coumy, ,school district, or’olher local government unit or political
subdivision and county treasurcrs may invest monc subject tb thclr‘comrol and jurisdiction in:

(1) Obligations of the United States and its agencnék the prlncipal and interest of which is fully guaraniced by the
United States. ;111! éh‘i} ! f'

(2) Obhgauons issued byI tfc federal Fmancmg'Banl\ Federal Farm Credit Bank, the Bank of Cooperatives, the
Federal lnlermedxale Credi Bank the Federal Lantl Banks, the Federal Home Loan Banks, the Federal Home Loan
Mongage Corporauon, thef f federal National \dongage Association, the Government National Mortgage
Association, th¢ F’ederal H?psmg Admlnlslrauon,‘ and the Farmers Home Administration, if, at the time of
investment, the obhgor h Iong-ll:rm* upcnhanccd unsecured debt rating in one of the top two ratings calegories,
wnhoul regard to a refi nemem or gradatlon ofra‘mg category by numerical modifier or otherwise, issued by at least

st Ha
, i,:‘ ‘two natxona!ly rccogmzedlcredlt rating organizations.

RE

sy
11 !i unenhanced, unsecured debt ralxng in one of the top two ratings categories, without regard to a refinement or

(3)(i) General obhgauons of the Slate of South Carolina or any of its political units; or (ii) revenue obligations of
the State of South ’Garolma Ol! its polmcal units, if at the time of investment, the obligor has a long-term,

gradauon of rating caiegory by numerical modifier or otherwise, issucd by at least two nationally recognized credit
ratmg organizations. H ]

4 avmgs and Loan’ Assouatlons to the extent that the same are insurcd by an agency of the federal government.
4) Ceruﬁcales of deposu where the certificates are collaterally secured by securitics of the type described in (1)
and (2) abpve hcld by a third party as escrow agent or custodian, of a market value not less than the amount of the
certificates of deposxl so secured, including interest; provided, however, such collateral shall not be required to the
extent the samié are insured by an agency of the federal government.

6) churchése agreements when collateralized by securities as set forth in this section.

{7) No load open-end or closed-end management type investment companies or investment trusts registered under
the Investment Company Act of 1940, as amended, where the investment is made by a bank or trust company or
savings and loan asscciation or other financial institution when acting as trustee or agent for a bond or other debt
issue of that local government unit, political subdivision, or county treasurer if the particular portfolio of the
investment company or investment trust in which the investment is made (i) is limited to obligations described in
items (1), (2), (3), and (6) of this subsection, and (ii) has among its objcctives the attempt to maintain a constani net
asset value of one dollar a share and to that end, value its assets by the amortized cost method.

(8) A political subdivision recciving Medicaid funds appropriated by the General Assembly in the annual gencral
appropriations act may utilize appropriated funds and other monies generated by hospital operations 1o participate
in principal protected investments in the form of notcs, bonds, guaranieed investment contracts, debentures, or
other contracts issued by a bank chartered in the United States or agency of a bank if chartered in the United States,
financial institution, insurance company, or other entity which provides for full principal payment at the end of a
contract term not to exceed twelve years if the issuer has received a raling in one of three highest general rating
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categorics issued by no fewer than two nationally recognized credit rating organizations. No more than forty

percent of the appropriated funds and other monics generated by hospital operations may be invested in the manner

provided in this item. Revenuc realized pursuant 1o these investments must be expended on health care services.




