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SCOPE

This investment policy applies to all funds held by or for the benefit of Hernando County
Board of County Commissioners, herein after referred to as the County.

The policy was adopted in accordance with Florida Statutes 218.415 (Attachment A). Bond
proceeds may be further limited or expanded by their respective bond resolutions or

covenants and shall not be considered to be in conflict with the Investment Policy.

INVESTMENT OBJECTIVES

The following investment objectives will be applied in the management of the County’s
funds. By using an active portfolio management philosophy, portfolio yield will be
enhanced without an appreciable increase in risk.

Safety — The primary objective of the County’s investment activities is the protection of
investment capital. Investment transactions shall seek to keep capital losses at a minimum,
whether they are from securities defaults or erosion of market value. To attain this
objective, diversification is required in order that potential losses on individual securities
do not exceed the income generated from the remainder of the portfolio. From time to
time, securities may be traded for other similar securities to improve yield, maturity or
credit risk. For these transactions, a loss may be incurred for accounting purposes to
achieve optimal investment return, provided any of the following occurs with respect to the
replacement security:

A. The yield has been increased, or
B. The maturity has been reduced or lengthened, or
C. The quality of the investment has been improved.

Liquidity — The County’s investment strategy will provide sufficient liquidity such that cash
flow requirements are met through the utilization of marketable securities with structured
maturities.

Yield — In investing public funds, the County will strive to maximize the return on the
portfolio but will minimize investment risk. Investment portfolios shall be designed with
the objective of attaining a market rate of return throughout budgetary and economic
cycles, taking into account the investment risk constraints and liquidity needs. Return on
investment is of least importance compared to the safety and liquidity objectives described
above. The core of investments is limited to relatively low risk securities in anticipation of
earning a fair return relative to the risk being assumed.



INVESTMENT AUTHORITY

Responsibility for the administration of the investment program is vested in the Clerk of
Circuit Court and Comptroller (Clerk), as provided in Florida Statute 28.33 (Attachment B).
The Clerk shall exercise this authority and regulate the administration of the investment
program through the Clerk’s Office, including the utilization of an Investment
Administrator, and other internal positions as the Clerk deems appropriate. The Clerk may
also designate the responsibility of the investment program to an Investment Advisor. The
Investment Advisor must be registered under Investment Advisers Act of 1940. If at any
time the Investment Administrator is unavailable, a person from the list of Internal Controls
(Section XV) shall be designated to execute the investments as necessary. No person may
engage in an investment transaction except as stated in the Internal Controls section of the

policy.

The Clerk is authorized to invest the County’s funds as defined and will have such authority
as is necessary to conduct an investment program, including the authority to appoint an
Investment Advisor to aid in investment decision making, establish safekeeping accounts or
other arrangements for the custody of securities, and to execute such documents as may
be necessary within the boundaries of the stated policy.

PRUDENCE AND ETHICAL STATEMENTS

The “Prudent Person” standard shall be used in the management of the overall investment
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.

The Investment Administrator, authorized persons in accordance to Internal Controls
(Section XV), or Investment Advisor performing the investment functions, acting as a
“Prudent Person” in accordance with these written policies and procedures, exercising due
diligence and investing in investments authorized by law 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 appropriate action is
taken to mitigate adverse developments.

While the standard of prudence to be used by investment officials who are officers or
employees is the “Prudent Person” standard, any person or firm hired or retained to invest,
monitor, or advise concerning these assets shall be held to the higher standard of “Prudent
Expert”. The standard shall be that in investing and reinvesting moneys and in acquiring,
retaining, managing, and disposing of investments of these funds, the contractor shall
exercise: the judgment, care, skill, prudence, and diligence under the circumstances then
prevailing, which persons of prudence, discretion, and intelligence, acting in a like capacity
and familiar with such matters would use in the conduct of an enterprise of like character



and with like aims by diversifying the investments of the funds, so as to minimize the risk,
considering the probable income as well as the probable safety of their capital.

INVESTMENT PERFORMANCE MEASUREMENT AND REPORTING

A portfolio report shall be provided by the Investment Administrator, on a quarterly basis
to the Board of County Commissioners, Clerk of Circuit Court and Comptroller, Financial
Services Director, and appropriate management staff. This report shall include a
breakdown of the portfolio’s investments as well as overall performance.

Performance measurements shall include, but are not limited to:

A.

Investment performance of funds designated as short-term funds and other funds
that must maintain a high degree of liquidity will be compared to the return of the
S&P Rated GIP Index Government 30 -Day Yield. Investments of current operating
funds should have maturities of no longer than twenty-four (24) months.

The 12-month moving average of the 1-year U.S. Treasury Bill, or the 1-year Treasury
Constant Maturity (CMT) index; or, the moving average of the Treasury Constant
Maturity (CMT) index which most closely corresponds with the portfolio average
weighted maturity.

Investment performance of funds designated as core funds and other non-operating
funds that have a longer-term investment horizon will be compared to an appropriate
index will have a duration and asset mix that approximates the portfolio and will be
utilized as a benchmark to be compared to the portfolios’ total rate of return.

For portfolios with a duration target of approximately 1.5 year to 2 years, the
benchmark may include the Bank of America Merrill Lynch 1-3 Year U.S. Treasury Note
Index, the Bank of America Merrill Lynch 1-3 Year U.S. Treasury/Agency Index or the
1-3 Year AAA-AA Corporate and Government Index.

For portfolios with a target duration of 2 years to 3 years, the benchmark may include
the Bank of America Merrill Lynch 1-5 Year U.S. Treasury Note Index, the Bank of
America Merrill Lynch 1-5 Year U.S. Treasury/Agency Index or the 1-5 Year AAA-AA
Corporate and Government Index.

The Clerk of Circuit Court and Comptroller shall be notified immediately upon deviations
from the currently approved investment policies.



VI. LISTING OF AUTHORIZED INVESTMENTS

As Authorized by County Ordinance (Attachment C), the Clerk, acting through the
Investment Administrator, or other designee of the Clerk’s Office, shall purchase or sell
investment instruments at prevailing market rates. Authorized instruments are as follows:

> Maximum Individual Maximum
duhiotized Investments sector Type Allocation Issuer Limit Maturity
Florida PRIME Fund(1) 50% N/A N/A
Florida Local Government investment Trust (FLGIT, or Florida 50% N/A N/A
Trust)(1)
United States Government Securities 80% N/A 7 Years
United States Government Agencies 25% 25% 7 Years
Supranationals (where U.S. is a shareholder and voting 25% 10% 5 Yoars
member)
Federal Instrumentalities (United States Government g
409 7
Sponsored Enterprises “GSE”)(2) b0 0% wears
Mortgage Backed Securities “MBS” 20% 15% 7 Years
Interest Bearing Time Deposit or Savings Accounts 40% N/A 1 Year for CD
Repurchase Agreements 10% 5% 90 Days
Commercial Paper 25%(3) 10% 270 Days
Corporate Bonds 25%(3) 5% 5 Years
Asset-Backed Securities {ABS) 25%(3) 5% 5 Years
270 Days
’ 0, 0,
Bankers’ Acceptances 10% 10% Avg. Maturity
State and/or Local Government Taxable and/or Tax-Exempt 0% 59% & Ve
Debt
Registered Investment Companies (Money Market Funds) 50% 25% N/A
Other Intergovernmental Investment Pools(4) 25% N/A N/A

(1) Maximum combined allocation to FL. PRIME and FLGIT is 50% of the portfolio.

(2) Maximum exposure to any one Federal agency, including the combined holdings of Agency debt and Agency
MBS is 40%.

(3) Maximum allocation to all corporate and bank credit instruments is 35% combined.

(4) Does not include allocation to Florida Local Government Investment Trust or FL. PRIME.



The Local Government Surplus Funds Trust Fund (the state investment pool)
administered by the State Board of Administration, also known as S.B.A. or Florida
Prime.

The Florida Local Government Investment Trust, also known as the Florida Trust,
administered by the Florida Association of Court Clerks and Comptrollers and the
Florida Association of Counties.

Negotiable direct obligations of, or obligations of the principal and interest of which
are unconditionally guaranteed by the United States Government. Such securities will
include, but not limited to, the following:

b

Treasury Bills

2. Treasury Notes

@

Treasury Bonds
4.  Treasury Strips

Bonds, debentures, notes or other evidence of indebtedness issued or guaranteed by
the United States agencies, provided such obligations are backed by the full faith and
credit of the United States Government. Such securities will include, but not limited
to, the following:

1. Farmers Home Administration
2.  Federal Financing Bank
3. Federal Housing Administration Debentures
4. Government National Mortgage Association (GNMA or Ginnie-Mae)
U.S. dollar denominated debt obligations of Supranationals which are multilateral
organizations of governments where U.S. is a shareholder and voting member that
have a long term debt rating of “AAA” category, or a short term debt rating of A-1 or
higher, by any two NRSROs at the time of purchase. Such supranational securities will
include, but not be limited to:

International Bank for Reconstruction and Development

International Finance Corporation

Inter-American Development Bank

Bonds, debentures, notes, or other evidence of indebtedness which may be subject
to call, including mortgage backed securities, issued or guaranteed as to principal and



interest by United States Government Sponsored Enterprises (Federal
Instrumentalities), which are not full faith and credit agencies, limited to the
following:

1. Federal Farm Credit Bank (FFCB)

2.  Federal Home Loan Bank or its district banks (FHLB)

3. Federal National Mortgage Association (FNMA or Fannie-Mae)

4. Federal Home Loan Mortgage Corporation (FHLMC or Freddie-Mac)
5. Tennessee Valley Authority (TVA)

Non-negotiable, interest-bearing time certificates of deposit, money market accounts
or savings accounts in banks/savings and loan associations organized under the laws
of the United States, provided that any such deposits are secured by the Florida
Security Deposits Act, Chapter 280, Florida Statutes.

Repurchase Agreements (for purchase and subsequent sale) for any of the
investments authorized above in items C and E.

Securities and Exchange Commission (SEC) registered Money Market Funds with the
highest credit rating by either major Nationally Recognized Statistical Rating
Organization (NRSRO), consisting of only those investments in items C, E, and G above.

Prime Commercial Paper of any United States Company which is rated, at the time of
purchase, as prime by two of three recognized rating agencies, A-1 or higher by
Standard & Poor’s, P-1 by Moody’s Investors Service, or F-1 or higher by Fitch
Investors Service. If backed by a letter of credit (LOC), the long term debt of the LOC
provider must be rated at least “A” by at least two nationally recognized rating
agencies. The LOC provider must be ranked in the top fifty (50) United States Banks
in terms of total assets by the American Banker’s report.

Domestic Bankers’ Acceptances eligible for discounting with the Federal Reserve Bank
which have an unsecured, uninsured, and unguaranteed obligation rating of at least
A-1 and A by Standard & Poor’s and Prime-1 and A by Moody’s Investors Service.

Municipal Debt General Obligation (GO) Securities issued by a municipality within the
United States, provided that such instrument is rated “A or equivalent” or better by
at least one Nationally Recognized Statistical Rating Organization (NRSRO) at time of
purchase.

Corporate Debt Securities issued by any corporation operating within the United
States, provided that such instrument is rated “A or equivalent" or better by at least













































