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Purpose 

To provide a framework for investment Council’s funds in a prudent and appropriate manner. The policy 
establishes limits to control the investment of Council monies. In determining these limits, Council is 
determining the general level of risk that is acceptable for monies managed on trust for the community. 

Scope 

This policy applies to all Council investments. 

Definitions 

Authorised Deposit-taking Institutions (ADIs) Authorised Deposit-taking Institutions (ADIs) are 
corporations which are authorised under the Banking Act 
1959. ADIs include banks, building societies and credit 
unions. All ADIs are subject to the same prudential 
standards and are regulated by APRA. 

Responsible Accounting Officer (RAO) The Responsible Accounting Officer (RAO), as defined by 
the Local Government (General) Regulation 2005, is 
responsible for keeping the council’s accounting records 
and ensuring that they are kept up to date and in an 
accessible form. 

Bloomberg AusBond Bank Bill Index A performance benchmark for cash and debt investments. 
The Bloomberg AusBond Indexes (former UBS Australia 
Bond Indices) can be used as a basis for evaluating the 
performance of the Australian debt markets. 

Legislative Framework 



  

Section 625 Local Government Act 1993 

Clause 16 Local Government (General) Regulation 2005 

Section 14 Trustee Act 1925 

Ministerial Investment Orders 

Local Government Code of Accounting Practice and Financial Reporting 

Australian Accounting Standards 

NSW Department of Local Government Circulars 

NSW Department of Local Government Investment Policy Guidelines 

Review Period 

This document is to be reviewed every year. 

Policy Statement 

Council’s Investment Objectives 

Investments are placed in a manner that seeks to minimise the risks to the security of the 
investment portfolio, that is, a low risk and reasonable return investment strategy is adopted. 

All investments entail some risk. Generally, the higher the expected rate of return of an investment, 
the higher the risk and variability of returns. 

Council’s sensitivity to the risk of losing principal and of fluctuating interest returns is high. Council 
expects reasonable rates of return that are similar to the UBS Bank Bill Index. 

Investment Strategy 

Council’s investment strategy is used when making an investment decision so that any new 
investment compliments other investments in the portfolio. 

Council’s investment strategy takes in to account: 

 The current economic outlook and the  

 types of investment opportunities available. 

 Council’s liquidity requirements, as identified in its adopted 5 year financial plan. 

 Diversification of investment risks, with particular regard to: 
o Market Risk - risks associated with unexpected changes in the market price.  
o Reinvestment Risk - the risk that the interest or principal cash flow of an investment 

will not be able to be reinvested with a comparable return. 
o Liquidity Risk - the risk of being unable to sell the investment at a fair price in a timely 

period if there are a lack of willing buyers in the market. 
o Counterparty Risk - the risk that a particular counterparty could default on payment. 
o Investment Risk - the risk that an investment’s expected return might not be 

achieved. 

Approved Investments 



  

Investments are limited to those allowed by the Ministerial Investment Order and include: 

 Government bonds 

 Bank bonds and debentures 

 Bank and Credit Union Term deposits 

 Interest bearing deposits with authorised deposit-taking institutions (ADIs) 

 Deposits with the NSW Treasury Corporation (TCorp) 

This policy expressly prohibits the following: 

 Derivative based instruments 

 Stand alone securities that have underlying futures, options, forwards contracts and swaps of 
any kind 

 The use of leveraging (borrowing to invest) of an investment 

Diversification / Credit Risk 

The amount invested with any one financial institution should not exceed the following percentages 
of funds invested at any one time. 

Government bonds 45% 

Bank bonds and Bank Credit Union Term Deposits with a Standard and Poor’s 
Long Term Credit Rating AAA to AA- 

45% 

Bank bonds and Bank and Credit Union Term Deposits with a Standard and Poor’s 
Long Term Credit Rating A+ to A- 

30% 

Interest bearing deposits with ADIs and with TCorp 45% 

Any other allowable investments 25% 

If any of Councils investments are downgraded, or if Council’s portfolio or policy changes such that 
an existing investment no longer falls within this policy, then the Responsible Accounting Officer will 
exercise due care and diligence in formulating an exit strategy for that investment. 

Delegation of Authority 

Council has delegated authority for investing funds to the General Manager in accordance with the 
Local Government Act 1993. The General Manager has in turn delegated that investment authority 
to the Responsible Accounting Officer and to the Senior Staff. 

Duties and Obligations of the Responsible Accounting Officer 

All of the General and Investing Obligations on the Responsible Accounting Officer (RAO) listed 
below extend to any delegated Council Officer when authorising the investment of Council Funds. 

This policy requires officers to disclose any conflict of interest when investing funds to the General 
Manager. Independent investment advisors are required to submit a signed declaration that they 
have no actual or perceived conflicts of interest. 

General 

The RAO ensures that Council investments are managed with the care, diligence and skill that a 



  

prudent person would exercise. 

The RAO regularly reviews and updates Council’s investment strategy. 

The RAO must assess whether they have adequate knowledge to manage Council investments, and 
undergo training to address any knowledge gaps. It is recognised that investing is not a core activity 
of Council, and that it only represents a minor part of the RAO’s duties, and therefore the RAO’s 
experience and skill level may not be as high as ideally desired. Ultimately, the RAO must only invest 
in approved products they understand. 

The RAO is responsible for identifying Council’s daily surplus cash-flow requirements and investing 
surplus funds in a timely manner so that interest is not forgone. 

Investing 

The RAO must comply with the legislative framework and Council’s Investment Policy. The RAO 
selects new investments in accordance with the Investment Strategy. 

The RAO selects the investment from a minimum of three investment quotations, trading on similar 
terms. 

The RAO ensures that council’s legal title or right to the investment funds has been confirmed in 
writing and received on the same day the investment is placed. 

Any two of the delegated Council Officers are required to authorise every investment transaction. 

The RAO submits all documentation involving the investment decision and the confirmation of 
investment to the Records Manager to be stored in accordance with Council’s Records Management 
Policy. 

Reporting 

The RAO is responsible for keeping the accounting records of investment transactions up to date, 
and for performing monthly reconciliation of investment balances. Council’s investments are 
recognised, measured and disclosed in accordance with the Australian Accounting Standards.  

The RAO provides a monthly report to Council detailing the investment portfolio with a certification 
that the investments have been made in accordance with the Act, the Regulations and Council’s 
Investment Policy. Investment performance will be reported against the Performance Benchmark, 
which is the Bloomberg AusBond Bank Bill Index. 

The RAO keeps a publicly available register of investments. 

Duties and Obligations of Council 

The elected council directs and controls the affairs of the Council in accordance with the Act. As 
custodian and trustee of public assets, the Council must have regard to the long-term cumulative 
effects of its decisions. 

The Council approves the investment policy by resolution. 

The Council ensures that Council Officers provide open and transparent reporting of Council 
investments to the Council and to ratepayers. 


