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CASH MANAGEMENT

SUBJECT:
INVESTMENTS


POLICY STATEMENT
The City of Mississauga strives for the optimum utilization of its cash resources within statutory limitations and the basic need to protect and preserve capital, while maintaining solvency and liquidity to meet on‑going financial requirements.

SCOPE
The policy as outlined applies to all future investment of Revenue, Reserve, Trust and Sinking Funds of the City of Mississauga.

OBJECTIVES
Priorities for the investing of funds are as follows:

1. legality of investments;

2. preservation of principal;

3. maintenance of liquidity; and

4. competitive rate of return.

LEGAL AUTHORITY
In accordance with the provisions of the Municipal Act, the City may invest in securities issued and/or unconditionally guaranteed as to principal and interest, by the following borrowers:

•
government of Canada;

•
government of a province of Canada;

•
a regional or local municipality in Ontario;

•
a metropolitan municipality in any of the other provinces of Canada;

•
school boards, conservation authorities, and other local bodies in Canada;

•
the Municipal Finance Authority of British Columbia;

•
Canadian chartered banks;

•
trust companies or loan corporations registered under the Trust or Loan Corporations Act;

•
term deposits issued by credit unions, as defined in Credit Unions and Caisses Populaires Act;

•
investments eligible under the Trustee Act;

•
investments in municipal lending pools under Section 167(4) of the Municipal Act; or

•
advances to the City's Capital account.

The City is not permitted to invest in any security that is expressed or payable in any currency other than Canadian dollars.

Investments made by the City are further restricted by the limitations and terms outlined in this policy.

INVESTMENT
The portfolio aims for both diversification and near risk‑free

PORTFOLIO
investments to ensure security of the capital.  Emphasis is placed on securities offered by or unconditionally guaranteed by the government of Canada, a province of Canada, or the six major Canadian chartered banks (Royal Bank of Canada, Canadian Imperial Bank of Commerce, Bank of Montreal, Bank of Nova Scotia, Toronto Dominion Bank, and National Bank of Canada).

All investments must meet the criteria outlined below regarding investment quality, size limitations, and term of investments.

Investment Quality
Investments in government securities are limited to securities given the following minimum rating by the Canadian Bond Rating Service (C.B.R.S.):

•
bonds ‑ minimum rating of “A”;

•
commercial papers ‑ minimum rating of “A‑2”.

Investments in banks and trust companies are limited to securities given the following minimum ratings by the Dominion Bond Rating Service (D.B.R.S.):

•
bonds ‑ minimum rating of “AA(low)”;

•
commercial papers ‑ minimum rating of “R‑1”.

Trust companies and loan corporations must also qualify according to the criteria established under the Trustee Act.

Credit Ratings
Credit ratings developed by the C.B.R.S. for government securities (federal, provincial and municipal) are as follows:

AAA
Highest Quality

AA

Very Good Quality

A

Good Quality

BBB
Medium Grade

BB

Lower Medium Grade

B

Poor Quality

C

Speculative

D

Default

Credit Ratings developed by the D.B.R.S. for non‑government securities (banks and trust and loan corporations) are as follows:

R1
Prime Credit

R2
Medium Grade

R3
Below Medium Grade

Size Limitations
Portfolio size limitations are based on the allowable percentage of the total portfolio on the day the investment is made.

Government
Securities offered by, or unconditionally guaranteed by, the 

Securities
government of Canada or an eligible province of Canada shall comprise not less than 30 per cent of the total investment portfolio at all times, and may comprise 100 per cent of the portfolio if prudence so dictates.  The following individual limitations apply:

•
government of Canada ‑ no limit;

•
province of Ontario ‑ no limit;

•
other provinces ‑ maximum of 10 per cent.

Municipal
Municipal securities including conservation authorities, school

Securities
boards, and other local bodies cannot exceed 20 per cent of the total investment portfolio.  The following individual limitations apply:

•
municipalities and boards in Ontario ‑ maximum of 10 per cent;

•
Peel Board of Education ‑ maximum of 20 per cent;

•
other municipalities and boards ‑ maximum of five per cent.

Financial
Investments in eligible financial institutions shall not exceed 60 

Institutions
per cent of the total investment portfolio.  The aggregate holdings in financial institutions other than the six major “Schedule A” Canadian chartered banks shall not exceed 20 per cent of the portfolio.  The following limitations apply to the individual institution:

•
the six major Canadian chartered banks ‑ maximum 20 per cent;

•
other Canadian chartered banks and “Schedule B” banks ‑ maximum five per cent;

•
trust companies ‑ maximum two per cent.

Municipal
Investments in eligible municipal investment pools (according to

Investment Pool
Section 167(4) of the Municipal Act) shall not exceed 20 per

Agreements
cent of the total investment portfolio.

Term of Investments
The term of approved investments is limited as follows:

Government
•
government of Canada ‑ no limit;

Securities

•
provinces of Canada ‑ no limit;

Municipal
•
municipalities in Ontario ‑ no limit;

Securities

•
other municipalities ‑ not exceeding three years;

•
municipal boards and agencies ‑ not exceeding 12 months;

Financial
•
six major Canadian chartered banks ‑ not exceeding five years;

Institutions


•
other Canadian “Schedule A” banks ‑ not exceeding 12 months;

•
“Schedule B” banks ‑ not exceeding 12 months;

•
trust companies ‑ not exceeding six months;

Municipal 
•
eligible municipal investment pools - no limit.

Investment Pools

Trust Accounts
The above guidelines apply to the investments of trust funds subject to the following exceptions:

•
When an investment is made under a trust name with a financial institution covered by Canada Deposit Insurance Corporation (CDIC), yield consideration may take precedence up to the maximum amount covered under CDIC.

•
Investment in stocks or commercial bonds is not permitted.

AUTHORITY TO MAKE
By-law 323-2000 establishes the authority of the Commissioner of 

INVESTMENTS
Corporate Services and Treasurer to make investments on behalf of the City.  The Commissioner may:

•
enter into arrangements with banks, investment dealers and brokers, and other financial institutions for the purchase, sale redemption, issuance, transfer and safekeeping of securities;

•
execute and sign documents on behalf of the City (safekeeping agreements must also be signed by the City Manager); and

•
perform all other related acts in the day to day operation of the investment program.

CONTROLS
The Commissioner of Corporate Services and Treasurer is responsible for the development and maintenance of suitable procedures to provide for effective control and management of investments.  The procedures include the following requirements:

•
The Commissioner of Corporate Services and Treasurer designates, in writing, all persons authorized to enter into investment transactions on behalf of the City of Mississauga.

•
All investments are confirmed by signature by the individual making the investment and ratified by signature by the Commissioner of Corporate Services and Treasurer, or designate.  Either the Director, Finance or the Controller may be designated to ratify investments.

•
All cash management transactions are recorded and interest earnings distributed to the various funds, as the case may be, in accordance with City policies and generally accepted accounting principles for Ontario municipalities.

•
Periodic audits are carried out to determine whether or not the investment guidelines provided by this policy are being followed and to evaluate the adequacy of internal controls. 

•
Provision is made to obtain insurance coverage at all times to guard against any losses that may occur due to misappropriation, theft, or other acts of fraud by employees.

•
The Commissioner of Corporate Services and Treasurer shall submit to Council, at least once per year, a report on the performance of the City of Mississauga portfolio of investments during the period covered by the report.

REFERENCE:
GC-279-98 - 1998 04 22

Amended to update by-law number re: authority to make investments

CONTACT:
For more information, contact Financial Services and Administration, Corporate Services Department.

