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Policy Statement and Rationale:
The Corporation of the City of Kawartha Lakes is committed to providing the effective and efficient use of financial resources to ensure that financial assets are safeguarded from loss, used to generate the highest rate of return and that practices around securing debt instruments provide the best financing terms available for the Municipality.
Scope:
This policy will apply to all City Employees responsible for the control, administration and management of the Corporation’s surplus funds, investment portfolio and debt management.
Definitions:
Diversification: a process of investing assets among a range of security types by sector.
Liquidity: a measure of an asset’s convertibility to cash.
Market Value: current market price of a security.
Prudent Person Rule: an investment standard outlining the fiduciary responsibilities relating to the investment practices of public fund investors.
Safekeeping: holding of assets (e.g., securities) by a financial institution.
Policy:
1.	General Principles:
1.1 The objectives of the Investment Program shall ensure adherence to statutory requirements; Preservation of capital; maintaining liquidity; and earning a competitive rate of return.
1.2 All investment activities shall be governed by the Municipal Act as amended.
1.3 Investments will be those deemed eligible under Provincial legislation.
1.4 Investing activities shall be made with judgement and care and follow the Prudent Person Rule.
1.5 Officers and employees involved in the investment process shall refrain from personal business activity that could conflict with the proper execution and management of the investment program, or that could impair their ability to make impartial decisions.
1.6 An annual investment report shall be submitted to Council.
1.7 The Investment portfolio shall obtain a market average rate of return consistent with the investment practices of the City and applicable legislation.
1.8 The market value of the portfolio shall be calculated on an annual basis.
1.9 All securities shall be held for safekeeping by a financial institution approved by the City.
2.	Investments
2.1	The eligible investments include investments for the General Fund, Reserve Fund, Trust Fund, and the Legacy C.H.E.S.T.
2.2	The municipality may only invest in financial instruments as defined by the governing Ontario legislation: 
2.3	The investments shall be diversified by:
· Limiting investments to avoid over-concentration in securities from a specific issuer or sector (excluding Government of Canada securities);
· Limiting investment in securities to those that have higher credit ratings;
· Investing in securities with varying maturities; and
· Investing in mainly liquid, marketable securities which have an active secondary market, to ensure that appropriate liquidity is maintained in order to meet ongoing obligations.
3.	Legislated Debt Capacity
3.1	The annual debt and financial obligation limit for municipalities is prescribed under the Municipal Act. 
3.2	The regulation provides a formula which limits annual repayment obligations to an amount equal to 25% of net revenue.
3.3	Council shall set debt ceiling thresholds for both tax support and water and wastewater debt.
3.4	The debt ceiling thresholds shall not exceed the annual repayment limit calculated based on provincial legislative requirements.
3.5	The term “tax supported debt” refers to debt incurred for capital projects for which annual principal and interest payments are funded from the general tax levy.
3.6	The term “Water and Wastewater User Rate supported debt” refers to debt incurred for capital projects for which annual principal and interest payments are funded from the Water and Wastewater operating budget.
4.0	Responsibilities
4.1	Council is responsible to establish the City’s philosophy through this policy.
4.2	The Chief Administrative Officer is accountable to approve the detailed management directives that establish the operational framework.
4.3	Corporate Services is responsible to ensure that the City’s Policy and Management Directive are adhered to.
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