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P6Hx23-5.05
PROCEDURE:
INVESTMENT OF SURPLUS FUNDS

I.
The investment goal of the College is to maximize the return on investments and to minimize the non-investment cash balance on deposit with the depository.  The vice president of Business Services will be responsible for accomplishing this goal by coordinating the investments of the College.

II.
Investment of surplus funds will be in accordance with the following St. Petersburg College Investment Policy:

A.
SCOPE and GENERAL GUIDELINES—The Investment Policy shall apply to SPC funds in excess of those required to meet current expenses.  Management of the funds shall be in accordance with Florida Statutes 218.415, Rule 6A-14.0765 and Board of Trustees’ Rule 6Hx23-5.05.  Subject to the limitations provided above and throughout the Investment Policy Statement, the Investment Manager shall have full discretion in terms of asset mix, security selection and timing of transactions.

B.
INVESTMENT OBJECTIVES—The objectives in priority order are the safety of principal, liquidity of funds and satisfactory return on investment. The overall investment strategy should ensure that the liquidity necessary to support SPC’s strategic goals is maintained.

C.
PERFORMANCE MEASUREMENT—The return on investments will be measured against the SBA.  On a total return basis, and secondary to income maximization, the target benchmark will be the Merrill Lynch 1-5 Year U.S. Treasury Index.

D.
PRUDENCE AND ETHICAL STANDARDS—Investments will be made in accordance with the “Prudent Person Rule,” which states that: “Investments should 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 from the investment.”

E.
LISTING OF AUTHORIZED INVESTMENTS—Investments shall be limited to the following classes of securities:

1.
Securities of the U.S. Treasury

2.
Securities of agencies and instrumentalities of the U.S. Government

3.
The following bank liability products from any commercial banking institution having a combined capital and surplus of not less than $500 million whose long-term debt rating is “A” or better by S & P and Moody’s:

a.
Certificates of deposit—Florida Public Fund CDs (see #8)

b.
Commercial paper

c.
Bank notes

d.
Other time deposits

4.
Commercial paper issued by a corporation with a short-term rating of A1/P1 or better 

5.
Auction rate securities rated “AAA” or better by at least one nationally recognized rating agency.

6.
The Local Government Surplus Funds Trust Fund or any intergovernmental investment pool authorized pursuant to the Florida Interlocal Cooperation Act as provided in Florida Statutes 163.01.

7.
Securities and Exchange Commission 2a7 registered money market funds with the highest credit quality rating from a nationally recognized rating agency.  In addition, any investment fund regulated or advised by a Registered Investment Advisor under rule 3c7 where the fund is “AAA” rate by at least one nationally recognized rating agency.

8.
Interest-bearing time deposits or savings accounts in qualified public depositories as defined in Florida Statutes 280.02.

While certain securities may meet the above definition of an Authorized Investment, their risk characteristics, as created by their structure, may be such that a prudent investor would deem them inappropriate for a College investment.  Securities of this type which are prohibited:

· Reverse repurchase agreement

· Floating rate securities whose coupon floats inversely to an index or whose coupon is determined based upon more than one index

· Derivatives and other securities whose future coupon may be suspended because of the movement of interest rates or an index with the exception of (1) “plain vanilla” floating rate notes which would have their coupon rate of interest directly linked to a published interest rate index such as LIBOR or U.S. Treasury Bills and (2) other Authorized Investments specifically listed above which, by the most strict interpretation, may be considered a derivative (e.g. AAA-rated Asset-Backed and Mortgage-Backed Securities).

F.
MATURITY AND LIQUIDITY REQUIREMENTS—The investment portfolio will be structured in such manner as to provide sufficient liquidity to pay obligations as they come due.  To the extent possible, an attempt will be made to match investment maturities with known cash needs and anticipated cash-flow requirements.

G.
PORTFOLIO COMPOSITION—SPC may invest in any combination of the acceptable forms of investment.  The average maturity of the portfolio shall not exceed two years and the maturity of any individual holding shall not exceed five years.

H.
RISK AND DIVERSIFICATION—Investments held shall be diversified to the extent practicable to control the risk of loss resulting from over concentration of assets in a specific maturity, issuer, instrument, dealer, or bank through which financial instruments are bought and sold.  With the exception of U.S. government and agency securities and money market mutual funds, no more than 25% of the entire portfolio may be invested in the securities of any single issuer.  Diversification strategies within the established guidelines shall be reviewed and revised periodically, as deemed necessary by the appropriate management staff.

I.
AUTHORIZED INVESTMENT INSTITUTIONS AND DEALERS—The Investment Manager will maintain an approved list of investment institutions and dealers for the purchase and sale of securities.  The Investment Manager is responsible for establishing and maintaining the approved list and will make it available to the vice president of Business Services upon request.

J.
THIRD-PARTY CUSTODIAL AGREEMENTS—All securities purchased under this Policy shall be properly designated as an asset of the College and held in safe keeping by a third party custodial bank or other third party custodial institution.  If a bank or trust company serves in the capacity of Investment Manager, said bank or trust company could also perform required custodial and reporting services.


Funds withdrawn from the depository for investments shall be by check, wire transfer, or letter of authorization.  The depository shall be advised by telephone of the wire transfer or withdrawal of funds.  No later than 24 hours after the telephone authorization, the College shall send a written letter of authorization to the depository confirming either the wire transfer of the funds or the withdrawal from the account by the depository for investment with the depository.


The President and/or the vice president of Business Services and or the Chairman of the Board of Trustees are authorized to countersign the letter of authorization either by personal signature or facsimile.

K.
BID REQUIREMENT—The Investment Manager will determine the maturity date based on cash-flow needs and market conditions and analyze and select one or more optimal types of investments.  The security in question shall, when feasible and appropriate, be competitively bid.

L.
INTERNAL CONTROLS—The vice president of Business Services shall establish a system of internal controls, which shall be in writing.  A review of such controls will be conducted periodically by independent auditors or by an ad hoc review committee.  The internal controls will be designed to prevent losses of funds which might arise from fraud, employee error, misrepresentation by third parties, unanticipated changes in the financial markets, or imprudent actions by employees of the College.

M.
REPORTING—The Investment Manager shall prepare an investment report at least semi-annually, including a management summary that provides an analysis of the status of the current investment portfolio and transactions made over the last year.  This summary will be prepared in a manner that will allow the College to determine whether investment activities have conformed to the Investment Policy and will include the following:

· Listing of individual securities held at the end of the reporting period

· Realized and unrealized gains or losses resulting from appreciation or depreciation by listing the cost and market value of securities over one-year duration that are not intended to be held until maturity (in accordance with GASB requirements)

· Average weighted yield to maturity of portfolio on investments as compared to applicable benchmarks

· Listing of investment by maturity date

· Percentage of the total portfolio which each type of investment represents

· Calculation of the total rate of return which reflects the true earnings of the portfolio and incorporates cash flows, changes in market value and income earned.
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