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1. Introduction  

  

This policy covers investments in the following fund categories: General Funds, Special 

Revenue Funds, Enterprise Funds, Agency Funds, Capital Project Funds and Trust Funds.   

2. Authority  

  

The Treasurer has the authority to invest the City’s funds, subject to the statutes of the 

Commonwealth of Massachusetts, Chapter 44, § 55, 55a and 55b.   

   

The Treasurer has the authority to invest the City’s Trust Funds, subject to the statutes of 

the Commonwealth of Massachusetts, Chapter 44, § 54. All trust funds shall fall under 

the control of the Treasurer unless otherwise provided or directed by the donor.  

Massachusetts General Laws, Chapter 44, § 55B and Chapter 740 of the Acts of 1985 

requires the Treasurer to invest all public funds not designated for immediate distribution 

at the highest possible rate of interest reasonably available taking into consideration the 

objectives of safety, liquidity and yield.  

• Safety of principal is the foremost objective of the program. Investments shall 

be undertaken in a manner that seeks to preserve capital through the mitigation 

of credit risk and interest rate risk. These risks shall be mitigated by the 

diversification and prudent selection of investment instruments, and choice of 

depository.  

 

• Liquidity is the next most important objective. The overall investment portfolio 

shall remain sufficiently liquid to meet all the operating requirements that may 

be reasonably anticipated. Since all possible cash demands cannot be 

anticipated, the treasurer shall attempt to carry out investment activities in a 

manner that provides for meeting unusual or unexpected cash demands without 

requiring the liquidation of investments that could result in forfeiture of 

accrued interest earnings, and loss of principal in some cases. 

 

• Yield is the last objective. Investments shall be undertaken so as to achieve a 

fair market average rate of return, taking into account safety and liquidity 

constraints, as well as, legal requirements. 
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3. Operational Considerations  

  

The Treasurer shall negotiate for the highest rates possible, consistent with safety 

principles. Whenever necessary, the Treasurer will seek collateralization for all 

investments not covered by FDIC and/or DIF.  

 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill 

its obligations. The City’s policy to mitigate credit risk includes unlimited investment in 

United States Treasury and United States Government Agency obligations and the 

purchase of investment grade securities primarily rated “A” or better.  

 

Interest rate risk is the risk that changes in interest rates will adversely affect the fair 

value of an investment. The City will manage interest rate risk by monitoring market 

conditions and making adjustments to accounts, as conditions dictate.  

 

Custodial credit risk is the risk that, in the event of the failure of a depository financial 

institution, a municipality will not be able to recover deposits or will not be able to 

recover collateral securities that are in the possession of an outside party.  

 

Concentration of credit risk is the risk of loss attributed to the magnitude of a 

government’s investment in a single issuer. The City will minimize concentration of 

credit risk by diversifying the investment portfolio to mitigate the impact of potential 

losses from any one type of security or issuer. 

  

The Treasurer will utilize a bank rating service (Veribanc, etc.) to ensure dollars are 

invested with banking institutions of the highest quality.  

  

The Treasurer shall only conduct business with investment managers, brokerage houses, 

brokers and dealers that can demonstrate proven financial strength, capital adequacy of 

the firm and an overall affirmative reputation in the municipal industry. At a minimum, 

the following information must be supplied:  

  

a. Audited financial statements;  

b. Proof of National Association of Security Dealers certification;  

c. A statement of compliance with the City’s investment policy;  

d. Proof of creditworthiness (minimum of 5 years in operation and capital that 

exceeds $10 million).  

 

All securities not held directly by the City will be held in the City’s name and tax 

identification number by a third-party custodian approved by the Treasurer. 
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4.   Reporting Requirements   

  

On a regular basis (quarterly, semi-annually, or annually), a report containing the 

following information will be prepared by the Treasurer and distributed to the Chief 

Financial Officer:  

  

a. A listing of the individual accounts and individual securities held at the end          

of the reporting period;  

b. A listing of the short-term investment portfolio by security type and maturity 

to ensure compliance with the diversification and maturity guidelines 

established within the framework of GASB 45;    

c. A summary of the income earned on a monthly and year to date basis;    

d. A brief statement of general market and economic conditions and other factors 

that may affect the City’s cash position.  

  

      5.    Restrictions  

 

MGL Chapter 44, Section 55 sets forth the several restrictions of which the Treasurer 

must be aware when making investment selections.   

a. A Treasurer shall not at any one time have on deposit in a bank or trust    

company an amount exceeding 60% of the capital and surplus of such bank or 

trust company, or banking company, unless satisfactory security is given to it 

by such bank or trust company, or banking company for such excess;  

b. The Treasurer shall not make a deposit in any bank, trust company or banking 

company that he/she is associated as an officer or employee or has been the 

same for any time during the three years immediately preceding the date of 

any such deposit;  

c. All securities shall have a maturity from date of purchase of one year or less.   

  

Massachusetts General Laws Chapter 44, Section 54 states that money should be   

deposited into banking institutions and trust companies incorporated under the laws of 

the Commonwealth, which are members of the Federal Deposit Insurance 

Corporation.   

The Treasurer may invest funds in securities, other than mortgage and collateral loans,   

which are legal for the investment of funds under the laws of the Commonwealth 

provided that not more that fifteen percent of any Trust Fund shall be invested in bank 

stocks and insurance company stock, nor shall more than one and one-half percent of 

such funds be invested in the stock of any one bank or insurance company.   
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Common and preferred stock as well as other investment vehicles listed on the 

         Commonwealth of Massachusetts List of Legal Investments, are permissible investment  

vehicles. The List of Legal Investments is maintained by the Office of the Commissioner 

of Banks.  

 

6. Standards of Care 

 

The Treasurer must apply the “prudent person” standard in the context of managing the 

overall portfolio. The Treasurer, acting in accordance with the Investment Policy and 

exercising due diligence, shall be relieved of personal responsibility for an individual 

security’s credit risk or market price changes, provided the transactions are carried out in 

accordance with the terms of this policy.  

  

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 Treasurer shall refrain from any personal activity that may conflict with the proper 

execution of the investment program or which could impair or appear to impair the ability 

to make impartial investment decisions. The Treasurer must disclose any material 

financial interest in financial institutions that do business with the City.  


