






























































































































































When issuing debt, the County shall comply with all legal requirements, including
the continuing disclosure requirements. This compliance includes adherence to
local, state and federal legislation and bond covenants. More specifically, the
Finance Director is responsible for maintaining a system of recordkeeping and
reporting to meet the arbitrage rebate compliance requirements of the federal tax
code. This effort includes fracking investment earnings on bond proceeds,
calculating rebate payments in compliance with tax law, and remifting any
rebatable earnings to the federal government in a timely manner in order fo
preserve the tax-exempt status of the County's outstanding debt issues.
Additionally, general financial reporting and certification requirements embodied
in bond covenants are monitored to ensure that all covenants are complied with.
The County will comply with Amended SEC Rule 15¢2-12 (the “Rule”) by providing
secondary market disclosure for all long-term debt obligations, which are subject
to the Rule. As required, the County will submit annual financial information to all
nationally recognized municipal securities repositories pursuant to the Rule, on a
timely basis.
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SECTION 8 - INVESTMENT AND PORTFOLIO POLICIES AND PROCEDURES
8.0 GENERAL PROVISIONS

This investment policy apples to activities of Bulloch County with regard to investing the
financial assets of its funds (except for Retirement Funds and financial assets under the
direct control of any of the Constitutional Officers of Bulloch County). These funds are
accounted for in the County's annual financial report and include:

a) General Fund
b) Special Revenug Funds
c) Debt Service Funds
- d) Capital Project Funds
< @) Proprietary Funds -
f) Internal Service Funds
g) Other funds which may be created from time to time

At such time as funds under the direct control of Constitutional Officers might pass to the
Board of Commissioners, then these policies will be applicable.

Except for cash in certain legally restricted and special funds, the County will consolidate
cash and reserve balances from all funds to maximize investment earnings and to
increase efficiencies with regard to investment pricing, safekeeping and ‘administration.
Investment income will be allocated to the various funds based on their respective
participation and in accordance with generally accepted accounting principles.

8.1 OBJECTIVES
Bulloch County's investment objectives in order of priority are:

a) Safety of Principal: Safety of principal is the foremost objective of the investment
program. Investments shall be undertaken in a manner that seeks to ensure the
preservation of capital in the overall porifolio. The objective will be to mitigate
credit risk and interest rate risk.

b) Credit Risk: Bulloch County will minimize credit risk, which is the risk of loss due
to the failure of the security issuer or backer, by:

1) Limiting investments to the types of securities listed in this Investment Policy

2) Pre-qualifying the financial institutions, broker/dealers, intermediaries, and
advisers with which the County will do business with.

3) Diversifying the investment porifolioc so that the impact of potential losses
from any one type of security or from any one individual issuer will be
minimized.

c) Interest Rate Risk: The County 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:

1) 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
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2) Investing operating funds primarily in shorter-term securities, money market
mutual funds, or similar investment poals and limiting the average maturity of
the portfolio in accordance with this policy.

d) Maintenance of Adequate Liquidity: The investment portfolio shall remain
sufficiently liquid to meet all operating requirements that may be reasonably
anticipated. This is accomplished by structuring the porifolio so that securities
mature concurrent with cash needs to meet anticipated demands (static liquidity).
Furthermore, 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.

®) Return on Investment: The County seeks to attain market rates of retum on its
investments, consistent with constraints imposed by its safety objectives, cash
flow considerations and state laws that restrict the placement of certain funds.

f) Performance Standard: The goal of the overall portfolio shall be an annual
objective of exceeding the average return on for the Georgia Local Government
Investment Pool (Georgia Fund 1) by twenty-five (25) basis points, net of any
investment or safekeeping fees. The investment program shall seek to augment
returns above this threshold, consistent with risk limitations [dentrﬁed herein and
prudent investment principles.

8.2 LEGAL COMPLIANCE, ETHICS AND CONFLICT OF INTREREST

Funds of Bulloch County will be invested in compliance with the provisions of Georgia
Code Section 36-83-4, 36-80-3 and 45-8-18, and in accordance with these policies and
written administrative procedures. Certain funds may from time-to-time have
outstanding bond issues which have specific investment policies contained within the
bond ordinances and official statements. Those policies will be adhered to and are not
in conflict with the terms of this policy.

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, Employees and
investment officials shall disclose any material financial interests in financial institutions,
banks or broker-dealers that are considered for conducting business with the County.

8.3 DELEGATION OF AUTHORITY

The Board of Commissioners of Bulloch County shall establish the overall investment
policies, the management and implementation of which is delegated to the Chief
Financial Officer, designated as the investment officer who shall establish procedures for
the operation of the investment program.  Such procedures may include explicit
delegation of authority to personnel or entities responsible for investment transactions.
No person may engage in an investment transaction except as provided under the terms
of this policy and the procedures established by the Chief Financial Officer.
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84 PRUDENCE AND ETHICAL STANDARDS

The standard of prudence to be used by the Chief Financial Officer or his delegated
entities shall be the "prudent person" standard and shall be applied in the context of
managing an overall portfolio. The "prudent person" standard is herewith understood to
mean the following:

“Investments shall be made with judgment and care, under circumstances then
prevailing, which persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the
probable safety of their capital as well as the probable income to be derived."

8.5  SUITABLE AND AUTHORIZED INVESTMENTS
Suitable and authorized investments set forth in the Official Code of Georgia Annotated,
generally, are:

a) Obligations of the State of Georgia or of other states.

b) Obligations issued by the United States government consisting of U.S. Treasury

~ Bills, Notes and Bonds.

c) Obligations fully insured or guaranteed by the United States government or a
United States government agency).

d) Obligations of corporations of the U.S. Government.

e) Repurchase agreements backed by b), c) or d)

f) Prime Bankers' Acceptance that are eligible for purchase by the Federal Reserve
Bank and have a credit rating of A1/P1 or better.

g) The Local Government Investment Pool of the State of Georgia.

h) Obligations of other political subdivisions of the State of Georgia.

i.) Time deposits and savings deposits of banks organized under the laws of
Georgia or the U.S. Government and operating in Georgia.

j) Certificates of Deposit insured by the Federal Deposit Insurance Corporation
provided, however, that that portion of such certificates of deposit in excess of
the amount insured by the Federal Deposit Insurance Corporation shall be
secured by direct obligations of the State of Georgia or the United States.

Where allowed by state law and in accordance with the GFOA Recommended Practices
on the Collateralization of Public Deposits, full collateralization will be required on all
demand deposit accounts, including checking accounts and non-negotiable certificates
of deposit.

8.6 APPROVED BROKER-DEALERS AND BANKS

A list will be established and maintained for competitive proposals offered by local
financial institutions and depositories (banks) selected by creditworthiness (e.g., a
minimum capital requirement of $10,000,000 and at least five years of operation)
qualified to provide depository services. A formal request for proposals shall be issued
every three years.

A list will be established and maintained for competitive proposals offered by financial

institutions and depositories (banks) and also by approved security broker/dealers
selected by creditworthiness (e.g., @ minimum capital requirement of $10,000,000 and at
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least five years of operation) qualified to provide investment services. A formal request..
for proposals shall be issued every five (5) years. These may include "primary" dealers
or regional dealers that qualify under Securities and Exchange Commission (SEC) Rule
15C3-1 (uniform net capital rule).

a)

b)

It is the policy of Bulloch County to purchase securities only from those
broker/dealers and banks that are authorized by the Board of Commissioners.
Repurchase Agreements will be conducted only with those banks and
broker/dealers who have executed a Master Repurchase Agreement with the
County. All repurchase agreements must be in written form using the Securities
Industry and Financial Markets Association Master Repurchase Agreement as a
guide. Annex 1 of this guide shall materially conform to the GFOA Best Practice
for Establishing a Repurchasing Agreement. Agreements not substantially
conforming to this Masfer and Annex-1 are unacceptable.

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

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

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

3) Proof of FINRA certification

4) Proof of state registration :

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

6) Certification of having read and understood and agreeing to comply with the
County’s investment policy.

7) Evidence of adequate insurance coverage.

An annual review of the financial condition and registration of all qualified financial
institutions and broker/dealers will be conducted by the Chief Financial Officer. The
County shall seek to follow GFOA Recommended Practice on “Govermnmental
Relationships with Securities Dealers.

8.7

a)

b)

c)

SAFEKEEPING OF SECURITIES

To protect against potential fraud and embezzlement the investment securities of
the County shall be secured through third-party custody and safekeeping
procedures. A Safekeeping Agreement will be executed. Securities will be held
by a centralized independent third-party custodian selected by the County as
evidenced by safekeeping receipts in the County’'s name listing the specific
instrument, rate, maturity and other information. The safekeeping institution shall
annually provide a copy of their most recent report on internal controls
(Statement of Auditing Standards No. 70, or SAS 70).

Exempt from the third-party safekeeping procedures are securities which
collateralize Repurchase Agreements of 7 days duration or less. These
securities shall be safekept at the Federal Reserve Bank, pledged to the Bulloch
County Board of Commissioners and the County. shall have the right to approve
any substitutions of collateral should that prove necessary.

The Safekeeping Agreement explicitly requires that securities will be delivered
versus payment. This practice ensures that the County neither transfers money
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8.8

8.9

)

b)

or securities before receiving the other portion of the transaction. Both_
transactions occur simultaneously through the custodial bank, authorized to
conduct transactions for the County. 5

Deposit type securities shall be collateralized at 110% of the face value. Other
investments shall be collateralized by the actual security held in safekeeping by
the primary agent.

DIVERSIFICATIONS OF THE PORTFOLIO

It is the policy of Bulloch County to diversify its investment of idle funds so as to
eliminate the risk of loss resulting from overconcentration of assets in a specific
maturity, a specific issuer or a specific class of securities. Diversification
strategies shall be reviewed periodically.

In establishing specific diversification strategies, the following guidelines apply:

1) Portfolio maturities shall be staggered to provide funds when needed.

2) Maturities selected shall provide for stability of income and reasonable
liquidity.

3) When evaluating the purchase of an individual security to a specific maturity
its impact on the portfolio as a whole should be the major consideration.

4) Maximum limits by class of security are as follows:

U.S. Treasury Obligations : 100%
U.S. Government Agency Securities and Securities Issued by

Instrumentalities of Government Sponsored Corporations 70%
Local Government Investment Pool 70%
Repurchase Agreements 25%
Prime Bankers Acceptance 10%
Certificates of Deposit 25%
Obligations of other political subdivisions of the State of Georgia 25%

c) No more than 90% of the entire invested portfolio may be placed with any one

bank or security dealer.

SPECIFIC POLICIES TO ENSURE LIQUIDITY

Diversification of Investment Maturities

a) The longer the maturity of a particular investment, the greater its susceptibifity

to market price and credit losses. The County seeks to limit such risk by
maintaining conservative maturities that are within guidelines recommended by
0.C.G.A. 36-83-4, and/or those recommended by the Government Finance
Officers Association. The GFOA guidelines generally recommend avoiding
securities with maturities beyond five years unless the investment is matched
and held to a specific maturity.

b) Investment maturities shall be scheduled to coincide with projected cash flow

needs, taking into consideration large routine expenditures (i.e. payroll and
debt payments) as well as anticipated revenues (i.e. property tax collections).

¢) Maximum maturities by class of security are as follows:
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U.S. Treasury Obligations 5 years
U.S. Government Agency Securities and Securities issued by

Instrumentalities of Government Sponsored Corporations 4 years
Repurchase Agreements 180 days
Prime Bankers' Acceptance 270 days
Local Government Investment Pool N/A
Certificates of Deposit 2 years

Obligations of other political subdivisions of the State of Georgia 3 years
8.10 ACTIVE SECONDARY MARKETS

Although many securities are acceptable for investing using the legal authorized list,
some are not very desirable from a liquidity standpoint. Accordingly, although
investments may be on the authorized list, orly those securities with an active secondary
market may be purchased from that list.

8.11 ESTABLISHMENT OF INTERNAL CONTROL AND OVERSIGHT

The Chief Financial Officer is responsible for establishing and maintaining an internal
contral structure designed to ensure that the assets of the County are protected from
loss, theft or misuse. Details of the internal controls system shall be documented in an
investment procedures manual and shall be reviewed and updated annually. 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. If is the policy of
the County to establish a system of internal controls which shall be in writing. The
internal controls shall address the following points:

a) Control of collusion: Collusion is a situation where two or more employees are
working in conjunction to defraud their employer.

b) Separation of functions: By separating key functions and having different people
perform each function, each person can perform a "check and balance" review of
the other people in the same area.

c) Separation of transaction authority from accounting and recordkeeping: By
separating the person who authorizes or performs the transaction from the people
who record or otherwise account for the transaction, a good separation of duties is
achieved.

d) Custodial safekeeping: Securities purchased from any bank or dealer, including
appropriate collateral, should be placed into a third party bank for custodial
safekeeping.

e) Avoidance of bearer-form securities: Bearer-form securities are much easier to
convert to personal use than securities that are registered in the name of Bulloch
County.

f) Avoidance of physical delivery securities: Book entry securities are much easier to
transfer and account for since actual delivery is never taken. Physical delivery
securities must be properly safeguarded as are many valuable documents. The
potential of fraud and loss increases with physical delivery securities.

g) Clear delegation of authority to subordinate staff members: Subordinate staff
members must have a clear understanding of their authority and responsibilities to
avoid any improper actions. Clear delegation of authority also preserves the
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