BIRCHDALE TOWNSHIP
INVESTMENT POLICY

SECTION 1. PURPOSE

The purpose of this Policy is to establish the Township of Birchdale’s (Township)
investment objectives and establish specific guidelines that the Township will use in the
investment of its funds. It will be the responsibility of the Township Treasurer, under the
direction of the Board of Supervisor's (Board), to invest Township funds in order to
attain a market rate of return while preserving and protecting the capital of the overall
investment portfolio. Investments will be made, based on statutory constraints, in safe,
low risk instruments.

SECTION 2. SCOPE

This Policy applies to all financial assets of the Township.

SECTION 3. DELEGATION OF AUTHORITY

The Board is ultimately responsible for the investment of Township funds. Minnesota
Statutes Chapter 118A allows the Board to authorize the Township Treasurer to
conduct the actual transactions. Therefore, the Township Treasurer is appointed as the
Investments Officer and is authorized to invest public funds and designate the
depositories of the funds within the confines of this Policy. The Township Treasurer
shall be responsible for all transactions undertaken and shall establish a system of
internal controls designed to prevent losses from fraud and error.

The Township Treasurer, acting in accordance with this Policy and State Statute and
exercising due diligence, shall not be held responsible for losses, provided that the
losses are reported immediately and that appropriate action is taken to control further
losses.

SECTION 4. INVESTMENT OBJECTIVES

At all times, investments of the Township shall be in accordance with Minnesota
Statutes Chapter 118A and amendments. The primary objectives of the Township’s
investment activities shall be in the following order of priority:

A. SAFETY OF PRINCIPAL
Safety of the principal is the foremost objective of the Township. Preserving

capital and protecting investment principal shall be the primary objective of
each investment transaction.



B. LIQUIDITY

The investment portfolio must remain sufficiently liquid 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.

C. RETURN ON INVESTMENT

The investment portfolio must be maintained so as to attain a market-average
rate of return. The portfolio shall also be designed to manage the funds to
maximize returns consistent with the investment objectives set forth in this
Policy.

SECTION 5. PRUDENCE

The “Prudent Person” standard shall be applied in managing the Township’s
investments. All investment transactions shall be made in good faith with the degree of
judgment and care, under the circumstances, that a person of prudence, discretion, and
intelligence would exercise in the management of their own affairs. This standard of
prudence shall mean not for speculation, and with consideration of the probable safety
of the capital as well as the probable investment return derived from assets, and will be
applied in all investment transactions.

SECTION 6. ETHICS
Officials 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 the Official’s ability to make impartial investment decisions.

SECTION 7. OVERSIGHT/REPORTING REQUIREMENTS

The Board shall oversee the Township’s investment program. This includes insuring
that there is proper internal management control. The Township Treasurer shall provide
an investments report to the Board monthly.

SECTION 8. INTERNAL CONTROLS

Internal controls are designed to prevent loss of public funds due to fraud, error,
misrepresentation, unanticipated market changes, or imprudent actions. Before the
Township invests any surplus funds, competitive quotations shall be obtained. If a
specific maturity date is required, either for cash flow purposes or for conformance to
maturity guidelines, quotations will be requested for instruments that meet the maturity
requirement. If no specific maturity is required, a market trend (yield curve) analysis will
be conducted to determine which maturities would be most advantageous. Quotations
will be requested from financial institutions for various options with regard to term and
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instrument. The Township will accept the quotation that provides the highest rate of
return within the maturity required and within the limits of this Policy. Records will be
kept of the quotes offered, the quotes accepted, and the decision, which was made
regarding the investment.

The Township Treasurer shall be limited to investing funds for up to a maximum term of
two years. The Board shall have the authority of authorize the Township Treasurer to
invest funds for terms exceeding two years.

A schedule of maturities of investments shall be maintained in order to keep funds re-
invested. In addition, the Township Treasurer shall maintain a record of each purchase
and sale of securities in order to provide the evidence of securities and deposits
received.

SECTION 9. AUTHORIZED FINANCIAL INSTITUTIONS

The Township Treasurer shall maintain a list of financial institutions authorized to
provide investment services to the Township. A copy of the Investment Policy shall be
provided to each financial institution that provides investment services to the Township.
All financial institutions shall agree to undertake reasonable efforts to preclude
imprudent transactions involving the Township funds.

SECTION 10. ELIGIBLE INVESTMENTS

All Township investments shall be in accordance with Minnesota Statutes Chapter 118A
and amendments. Acceptable investments include the following:

e United State Treasury Obligations - U.S. Treasury bills, notes, and bonds.

e Certificates of Deposit (CD’s)
¢ Money Market Funds

SECTION 11. COLLATERALIZATION

Interest-bearing deposits must be fully insured or collateralized. Collateralization will be
required on deposits above the Federal Deposit Insurance Corporation (FDIC)
coverage. The total amount of the collateral computed at its market value must be at
least 10 percent more than the amount on deposit plus accrued interest except that
where the collateral is irrevocable standby letters of credit issued by Federal Home
Loan Banks, the amount of collateral must be at least equal the amount on deposit plus
accrued interest. Collateral shall be deposited in the name of the Township subject to
release by the Township Treasurer.

Acceptable collateral includes the following:
e United State government treasury bills, treasury notes, and treasury bonds.

e Issues of U.S. government agencies and instrumentalities as quoted by a
recognized industry quotation service available to the Township.



e General obligation securities of any state or local government with taxing powers
which is rated A or better by a national bond rating service, or revenue securities
of any state or local government which is rated AA or better by a national bond
rating service.

e Irrevocable standby letters of credit issued by Federal Home Loan Banks to the
Township with written evidence that the bank’s public debt is rated AA or better
by Moody’s Investor’s Service, Inc., or Standard & Poor’s Corporation.

Collateral pledged must be accompanied by a written assignment to the Township from
the financial institution. The assignment must state that, upon default, the financial
institution must release to the Township on demand, free of exchange or any other
charges, the pledged collateral.

All collateral must be placed in safekeeping. The Board must approve of the selection.
The Board may select from among the following places to keep the collateral:

¢ In a restricted account at a Federal Reserve Bank.

e In an account at a trust department of a commercial bank or other financial
institution that is not owned or controlled by the financial institution furnishing
collateral.

An itemized listing of securities pledged and held in safekeeping assigned to the
Township at the time funds are invested must be provided to the Township Treasurer on
the same business day the investment is purchased. The original "Agreement for
Safekeeping of Pledged Securities" shall be delivered to the Township Treasurer within
five business days following purchase of the investment.

SECTION 12. ANNUAL REVIEW

This Policy shall be reviewed and re-adopted annually by the Board.



