INVESTMENT POLICY OF FLATHEAD COUNTY
(Amended and Readopted March 4, 2019)

I. Governing Authority

Legality

The investment program shall be operated in conformance with federal, state, and other legal
requirements, including 7-6-201 — 7-6-213, M.C.A., 17-6-204, M.C.A., and 20-9-213, M.C.A.,
and other statutory references throughout this policy.

I1. Scope

This policy applies to the investments of all funds held by the Flathead County Treasurer for
Flathead County and other governmental agencies. Proceeds from certain bond issues and
directed investments are not covered by this policy.

1. Pooling of Funds

Except for cash in certain restricted and special funds, Flathead County will consolidate cash and
reserve balances from all funds to maximize investment earnings and to increase efficiencies with
regard to investment pricing, safekeeping, and administration. Investment income will be
allocated to the various funds based on their respective participation and in accordance with
generally accepted accounting principles and Montana Code Annotated.

III. General Objectives

The primary objectives, in priority order, of investment activities shall be safety, liquidity, and
yield:

Safety

Safety of principal is the foremost objective of the investment program. Investments shall be
undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio.
The objective will be to mitigate credit risk and interest rate risk.

a. Credit Risk
Flathead County will minimize credit risk, which is the risk of loss due to the failure of the
security issuer or backer by:
e Limiting investments to the safest types of securities and those allowed by Montana State
Statute.

e Pre-qualifying and maintaining a list of the financial institutions, broker/dealers,
intermediaries, and advisers with which Flathead County will do business in accordance
with Section V.

¢ Diversifying the investment portfolio so that the impact of the potential losses from any
one type of security or from any one individual issuer will be minimized.

b. Interest Rate Risk
Flathead County will minimize interest rate risk, which is the risk that the market value of
securities in the portfolio will fall due to changes in market interest rates, by:




e Structuring the investment portfolio so that securities mature to meet cash requirements
for ongoing operations, thereby avoiding the need to sell securities on the open market
prior to maturity.

e Investing operating funds primarily in shorter time securities, money market mutual
funds, or STIP and limiting the average maturity of the portfolio in accordance with this
policy (see section VIII).

2. Liquidity

The investment portfolio shall remain sufficiently liquid to meet all operating requirements that
may be reasonably anticipated. This is accomplished by structuring the portfolio so that
securities mature concurrent with cash needs to meet anticipated demands (static liquidity).
Furthermore, since all possible cash demands cannot be anticipated, the portfolio should consist
largely of securities with active secondary or resale markets (dynamic liquidity). Alternatively, a
portion of the portfolio may be place in money market mutual funds or STIP which offer same
day liquidity for short-term funds. Flathead County will not directly invest in securities maturing
more than five (5) years from the date of purchase in accordance with state law.

3. Yield

The investment portfolio 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 secondary 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. Securities
shall generally be held until maturity with the following exceptions:

e A security with declining credit may be sold early to minimize loss of principal.
e A security swap would improve the quality, yield, or target duration in the portfolio.
e Liquidity needs of the portfolio require that the security be sold.

The cash management portfolio shall be designed with the objective of regularly meeting or
exceeding a performance benchmark, which could be the average return on three month US
Treasury Bills, the state investment pool, or the average rate on Fed funds, whichever is higher.
These indices are considered benchmarks for lower risk investment transactions and therefore
comprise a minimum standard for the portfolio’s rate of return. The investment program shall
seek to augment returns above this threshold, consistent with risk limitations identified herein and
prudent investment principles.

IV. Standards of Care
1. Prudence
The standard of prudence to be used by investment officials shall be the “prudent person”

standard and shall be applied in the context of managing an overall portfolio. Investment officers
acting in accordance with written procedures and this investment policy and exercising due



diligence shall be relieved of personal responsibility for an individuals security’s credit risk or
market price changes, provided deviations from expectations are reported in a timely fashion and
the liquidity and the sale of securities are carried out in accordance with the terms of this policy.

The “prudent person” standard states that, “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.”

2. Ethics and Conflicts of Interest

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. Employees and investment officials
shall disclose any material interests in financial institutions with which they conduct business.
They shall further disclose any personal financial/investment positions that could be related to the
performance of the investment portfolio. Employees and officers shall refrain from undertaking
personal investment transactions with the same individual with whom business is conducted on
behalf of Flathead County.

3. Delegation of Authority

Authority to manage the investment program is granted to the Flathead County Treasurer and
derived from the following 7-6-201, 7-6-202, 7-6-2701, and 7-6-2801 M.C.A. Responsibility for
the operation of the investment program is hereby delegated to the investment officer, who shall
act in accordance with established written procedures and internal controls for the operation of
the investment program consistent with this investment policy. No person may engage in an
investment transaction except as provided under the terms of this policy and the procedures
established by the investment officer. The investment officer shall be responsible for all
transactions undertaken and shall establish a system of controls to regulate the activities of
subordinate officials.

V. Authorized Financial Institutions, Depositories, and Broker/Dealers
1. Authorized Financial Institutions, Depositories, and Brokers/Dealers

A list will be maintained of financial institutions and depositories authorized to provide
investment services (See Appendix C). In addition, a list will also be maintained of approved
security broker/dealers selected by creditworthiness (e.g. a minimum capital requirement of
$10,000,000 and at least five years of operation. This may include “primary” dealers or regional
dealers that qualify under Securities Exchange Commission (SEC) Rule 15C3-1 (Uniform Net
Capital Rule)).

All financial institutions and broker/dealers who desire to become qualified for investment
transactions must supply the following if requested:

e Audited financial statements demonstrating compliance with state and federal capital
adequacy guidelines.

e Proof of National Association of Securities Dealers (NASD) certification (not applicable
to Certificate of Deposit counterparties)



e Proof of state registration
e Completed broker/dealer questionnaire.

e Certification of having read and understood and agreeing to comply with Flathead
County’s investment policy.

e [Evidence of adequate insurance coverage

An annual review of the financial condition and registration of all qualified financial institutions
and broker/dealers will be conducted by the investment officer.

VI. Safekeeping and Custody
1. Delivery vs. Payment

All trades of marketable securities will be executed by delivery vs. payment (DVP) to ensure that
securities are deposited in an eligible financial institution prior to the release of funds.

2. Internal Controls

The investment officer is responsible for establishing and maintaining an internal control
structure designed to ensure that the assets of Flathead County are protected from loss, theft, or
misuse. The internal control structure shall be designed to provide reasonable assurance that
these objectives are met. The concept of reasonable assurance recognizes that (1) the cost of a
control should not exceed the benefits likely to be derived and (2) the valuation of costs and
benefits requires estimates and judgments by management.

The internal controls structure shall address the following points:

Control of collusion

Separation of transaction authority from accounting and recordkeeping
Custodial safekeeping

Avoidance of physical delivery securities

Clear delegation of authority to subordinate staff members

Written confirmation of transactions for investments and wire transfers
Dual authorizations of wire transfers

Accordingly, the investment officer shall establish a process for an annual independent review by
an external auditor to assure compliance with policies and procedures or alternatively,
compliance should be assured through the Flathead County annual independent audit.

VII. Suitable and Authorized Investments

1. Investment Types

Consistent with the GFOA Policy Statement on State and Local Laws Concerning Investment
Practices, the following investments will be permitted by this policy and are those defined by



state and local law where applicable (7-6-201, M.C.A., 7-6-202 M.C.A., 7-6-206, M.C.A., 17-6-
204, M.C.A))

7-6-201. Deposit of public funds in financial institutions. (1) Except as provided in 7-6-
202, 7-6-206, or 7-6-2701, it is the duty of all county and city treasurers and town clerks to
deposit all public money in their possession and under their control only in solvent banks,
building and loan associations, savings and loan associations, or credit unions, subject to national
supervision or state examination as the local governing body may designate.

(2) The local governing body may deposit public money not necessary for immediate use by
the county, city, or town in a savings or time deposit with any bank, building and loan
association, savings and loan association, or credit union authorized in subsection (1) or in a
repurchase agreement as authorized in 7-6-213.

(3) The treasurer or town clerk shall take from the bank, building and loan association,
savings and loan association, or credit union security that the local governing body may prescribe,
approve, and consider fully sufficient and necessary to ensure the safety and prompt payment of
all deposits, together with the interest on any time or savings deposits.

(4) All deposits must be subject to withdrawal by the treasurer or town clerk in amounts that
may be necessary from time to time. A deposit of funds may not be made or permitted to remain
in any bank, building and loan association, savings and loan association, or credit union until the
security for the deposit has been first approved by the local governing body and delivered to the
treasurer or town clerk.

7-6-202. Investment of public money in direct obligations of United States. (1) A local
governing body may invest public money not necessary for immediate use by the county, city, or
town in the following eligible securities:

(a) United States government treasury bills, notes, and bonds and in United States treasury
obligations, such as state and local government series (SLGS), separate trading of registered
interest and principal of securities (STRIPS), or similar United States treasury obligations;

(b) United States treasury receipts in a form evidencing the holder's ownership of future
interest or principal payments on specific United States treasury obligations that, in the absence
of payment default by the United States, are held in a special custody account by an independent
trust company in a certificate or book-entry form with the federal reserve bank of New York; or

(c) obligations of the following agencies of the United States, subject to the limitations in
subsection (2):

(i) federal home loan bank;

(i1) federal national mortgage association;

(iii) federal home mortgage corporation; and

(iv) federal farm credit bank.

(2) An investment in an agency of the United States is authorized under this section if the
investment is a general obligation of the agency and has a fixed or zero-coupon rate and does not
have prepayments that are based on underlying assets or collateral, including but not limited to
residential or commercial mortgages, farm loans, multifamily housing loans, or student loans.

(3) The local governing body may invest in a United States government security money
market fund if:

(a) the fund is sold and managed by a management-type investment company or investment
trust registered under the Investment Company Act of 1940 (15 U.S.C. 80a-1 through 80a-64), as
may be amended;

(b) the fund consists only of eligible securities as described in this section;

(c) the use of repurchase agreements is limited to agreements that are fully collateralized by
the eligible securities, as described in this section, and the investment company or investment



trust takes delivery of the collateral for any repurchase agreement, either directly or through an
authorized custodian;

(d) the fund is listed in a national financial publication under the category of "money market
mutual funds", showing the fund's average maturity, yield, and asset size; and

(e) the fund's average maturity does not exceed 397 days.

(4) Except as provided in subsections (5) and (6), an investment authorized in this part may
not have a maturity date exceeding 5 years, except when the investment is used in an escrow
account to refund an outstanding bond issue in advance.

(5) An investment of the assets of a local government group self-insurance program
established pursuant to 2-9-211 or 39-71-2103 in an investment authorized in this part may not
have a maturity date exceeding 10 years, and the average maturity of all those authorized
investments of a local government group self-insurance program may not exceed 6 years.

(6) An investment in zero-coupon United States government treasury bills, notes, and bonds
purchased as a sinking fund investment for a balloon payment on qualified construction bonds
described in 17-5-116(1) may have a maturity date exceeding 5 years if:

(a) the maturity date of the United States government treasury bills, notes, and bonds is on or
before the date of the balloon payment; and

(b) the school district trustees provide written consent.

(7) This section may not be construed to prevent the investment of public funds under the
state unified investment program established in Title 17, chapter 6, part 2.

7-6-206. Time deposits —- repurchase agreement. (1) Public money not necessary for
immediate use by a county, city, or town that is not invested as authorized in 7-6-202 may be
placed in time or savings deposits with a bank, savings and loan association, or credit union in the
state or placed in repurchase agreements as authorized in 7-6-213. Money placed in repurchase
agreements is subject to subsection (2).

(2) The local governing body may solicit bids for time or savings deposits from a bank,
savings and loan association, or credit union in the state. The local governing body may deposit
public money in the institutions unless a local financial institution agrees to pay the same rate of
interest bid by a financial institution not located in the county, city, or town. The governing body
may solicit bids by notice sent by mail to the investment institutions that have requested that their
names be listed for bid notice with the department of administration.

(3) In addition to other investments authorized under 7-6-202 and this section, public money
not necessary for immediate use by a county, city, or town may be invested in accordance with
the following conditions:

(a) the money is initially invested through a federally insured financial institution in the state
selected by the governing body;

(b) the selected in-state financial institution arranges for the deposit of the funds in an account
of the county, city, or town in one or more federally insured financial institutions, regardless of
location;

(c) the full amount of principal and accrued interest on each deposit is covered by federal
deposit insurance; and

(d) the selected in-state financial institution acts as the custodian for the county, city, or town
with respect to the deposit issued for its account.

17-6-204 Short-term investment of local government funds. (1) The governing body of any
city, county, school district, or other local government unit or political subdivision that has funds
that are available for investment and are not required by law or by any covenant or agreement
with bondholders or others to be segregated and invested in a different manner may direct its



treasurer to remit the funds to the state treasurer for investment under the direction of the board of
investments as part of the short-term pooled investment fund.

(2) A separate account, designated by name and number for each participant in the fund, must
be kept to record individual transactions and totals of all investments belonging to each
participant. A monthly report must be furnished to each participant having a beneficial interest in
the short-term pooled investment fund, showing the changes in investments made during the
preceding month. Details of any investment transaction must be furnished to any participant upon
request.

(3) The principal and accrued income, and any part of that amount, of each account
maintained for a participant in the short-term pooled investment fund is subject to payment at any
time from the fund upon request. Accumulated income must be remitted to each participant at
least annually.

(4) An order or warrant may not be issued upon any account for a larger amount than the
principal and accrued income of the account to which it applies. If any order or warrant is issued,
the participant receiving it shall reimburse the excess amount to the fund from any funds not
otherwise appropriated. The state treasurer is liable under the treasurer's official bond for any
amount not reimbursed.

Investment in derivatives of the above instruments is not authorized by Flathead County’s
investment policy.

2. Collateralization

Where allowed by state law and in accordance with the GFOA Recommended Practices on the
Collateralization of Public Deposits, full collateralization will be required on all demand deposit
accounts, including checking accounts and non-negotiable certificates of deposit. Montana state
law (7-6-207, M.C.A. and 7-6-208, M.C.A.) establishes the deposit security requirements for
County investments.

7-6-207. Deposit security. (1) The local governing body may require security only for that
portion of the deposits that is not guaranteed or insured according to law and, as to the
unguaranteed or uninsured portion, to the extent of:

(a) 50% of the deposits if the institution in which the deposit is made has a net worth to total
assets ratio of 6% or more; or

(b) 100% if the institution in which the deposit is made has a net worth to total assets ratio of
less than 6%. The security must consist of those enumerated in 17-6-103 or cashier's checks
issued to the depository institution by any federal reserve bank.

(2) When negotiable securities are furnished, the securities may be placed in trust. The
trustee's receipt may be accepted in lieu of the actual securities when the receipt is in favor of the
treasurer or town clerk and the treasurer's or clerk's successors. All warrants or other negotiable
securities must be properly assigned or endorsed in blank. The appropriate governing body shall,
upon the acceptance and approval of any of the bonds or securities, make a complete minute entry
of the acceptance and approval upon the record of its proceedings, and the bonds and securities
must be reapproved at least quarterly.

7-6-208. Substitution of deposit security. (1) Any bank, building and loan association,
savings and loan association, or credit union pledging securities as provided in 7-6-207, at any
time it deems advisable or desirable, may substitute like securities for all or any part of the
securities pledged. The collateral so substituted shall be approved by the governing body of the
county, city, or town at its next official meeting.



(2) Such securities so substituted shall at the time of substitution be at least equal in principal
amount to the securities for which substitution is made. In the event that the securities so
substituted are held in trust, the trustee shall, on the same day the substitution is made, forward a
receipt by registered or certified mail to the county, city, or town and to the depository bank,
building and loan association, savings and loan association, or credit union. The receipt shall
specifically describe and identify both the securities so substituted and those released and
returned to the depository bank, building and loan association, savings and loan association, or
credit union.

3. Repurchase Agreements

Repurchase agreements shall be consistent with GFOA Recommended Practices on Repurchase
Agreements.

VIII. Investment Parameters
1. Diversification
The investments shall be diversified by:

e limiting investments to avoid overconcentration in securities from a specific issued or
business sector (excluding US Treasury securities),

e limiting investment in securities that have higher credit risks,

e investing in securities with varying maturities, and

e continuously investing a portion of the portfolio in readily available funds such as STIP,
money market funds or overnight repurchase agreements to ensure that appropriate
liquidity is maintained in order to meet ongoing obligations.

2. Maximum Maturities

To the extent possible, Flathead County shall attempt to match its investments with anticipated
cash flow requirements. Unless matched to a specific cash flow, Flathead County will not
directly invest in securities maturing more than five (5) years from the date of purchase or in
accordance with state and local statutes and ordinances.

Because of inherent difficulties in accurately forecasting cash flow requirements, a portion of the
portfolio should be continuously invested in readily available funds such as STIP, money market
funds, or overnight repurchase agreements to ensure that appropriate liquidity is maintained to
meet ongoing obligations.

3. Competitive Bids

The investment officer shall obtain competitive bids from at least two brokers or financial
institutions on all purchases of investment instruments purchased on the secondary market.

IX. Reporting

1. Methods



The investment officer shall prepare an investment report at least quarterly, including a
management summary that provides an analysis of the status of the current investment portfolio
and the individual transactions executed over the last quarter. This management summary will be
prepared in a manner which will allow Flathead County to ascertain whether investment activities
during the reporting period have conformed to the investment policy. The report should be
provided to the entity’s administrative officer, the Flathead County Commissioners, and the
Flathead County Investment Committee. The report will include the following:

Listing of individual securities held at the end of the reporting period.

e Realized and unrealized gains or losses resulting from appreciation or depreciation by
listing the cost and market value of securities over one-year duration that are not intended
to be held until maturity.

e Listing of investment by maturity date.

e Percentage of the total portfolio which each type of investment represents.

2. Performance Standards

Flathead County’s cash management portfolio shall be designed with the objective of regularly
meeting or exceeding a selected performance benchmark, which could be the average return on
three-month US Treasury bills, the state investment pool, a money market fund, or the average
rate of Fed funds. These indices are considered benchmarks for lower risk investment
transactions and therefore comprise a minimum standard for the portfolio’s rate of return.

3. Marking to Market

The market value of the portfolio shall be calculated annually and a statement of the market value
of the portfolio shall be issued with the audited financials. This will ensure that review of the
investment portfolio, in terms of value and price volatility, has been performed consistent with
the GFOA Recommended Practice on “Mark-to-Market Practices for State and Local
Government Investment Portfolios and Investment Pools.” In defining market value,
considerations should be given to the GASB Statement 31 pronouncement.

X. Policy Considerations

1. Exemption

Any investment currently held that does not meet the guidelines of this policy shall be exempted
from the requirements of this policy. At maturity or liquidation, such monies shall be reinvested
only as provided by this policy.

2. Amendments

This policy shall be reviewed on an annual basis. Any changes must be approved by the
investment officer and any other appropriate authority, as well as the individuals charged with
maintaining internal controls.

XI. Approval of Investment Policy

The investment policy shall be formally approved and adopted by the governing body of Flathead
County and reviewed on a regular basis.



XII. List of Attachments
The following documents, as applicable, are attached to this policy:

Listing of authorized personnel, Appendix A

Relevant investment statutes and ordinances, Appendix B

Listing of authorized broker/dealers and financial institutions, Appendix C
Internal Controls, Appendix D

XIII. Other Documentation
e Overnight Repurchase Agreement,

e Broker/Dealer Questionnaire,
e Sample investment reports.

BOARD OF COMMISSIONERS OF
FLATHEAD COUNTY DATE:

BY:

BY:

BY:

ATTEST:

Clerk and Recorder



APPENDIX A

AUTHORIZED PERSONNEL:

Bond/Investment Clerk has authority for obtaining information on investments and
performing the incoming/outgoing transactions.

Treasurer, Chief Deputy, and Accounting Supervisor have authority for making all
decisions and signing all investments within the scope of the policy and statutes.



APPENDIX B

RELEVANT INVESTMENT STATUTES
AND ORDINANCES

EXCEPT STATUTES ALREADY
SHOWN IN THE BODY OF THE
POLICY 7-6-201, 7-6-202, 7-6-206,
7-6-207, 7-6-208, 17-6-204 M.C.A.

2-9-211. Political subdivision insurance. (1) All political subdivisions of the state may
procure insurance separately or jointly with other subdivisions and may elect to use a deductible
or self-insurance plan, wholly or in part. Political subdivisions that elect to procure insurance
jointly (pooled fund) under this section may obtain excess coverage from a surplus lines insurer
without proceeding under the provisions of 33-2-302(2)(a)(ii) through (2)(a)(iv). Political
subdivisions that are not in a pooled fund may obtain excess coverage from a surplus lines insurer
without proceeding under the provisions of 33-2-302(2)(a)(ii) through (2)(a)(iv) only if the
insurer carries an A rating or better by a nationally recognized rating company or is a Lloyd's of
London underwriter.

(2) A political subdivision that elects to establish a deductible plan may establish a deductible
reserve separately or jointly with other subdivisions.

(3) A political subdivision that elects to establish a self-insurance plan may accumulate a self-
insurance reserve fund, separately or jointly with other subdivisions, sufficient to provide self-
insurance for all liability coverages that, in its discretion, the political subdivision considers
should be self-insured. Payments into the reserve fund must be made from local legislative
appropriations for that purpose or from the proceeds of bonds or notes authorized by subsection
(5). Proceeds of the fund may be used only to pay claims under parts 1 through 3 of this chapter
and for actual and necessary expenses required for the efficient administration of the fund.

(4) Money in reserve funds established under this section not needed to meet expected
expenditures must be invested, and all proceeds of the investment must be credited to the fund.

(5) A political subdivision may issue and sell its bonds or notes for purposes of funding a self-
insurance or deductible reserve fund and costs incident to the reserve fund in an amount not
exceeding 0.18% of the total assessed value of taxable property, determined as provided in 15-8-
111, within the political subdivision as of the date of issuance. The bonds or notes must be
authorized by resolution of the governing body, are payable from the taxes authorized by 2-9-212,
may be sold at public or private sale, do not constitute debt within the meaning of any statutory
debt limitation, and may contain other terms and provisions as the governing body determines.
Two or more political subdivisions may agree pursuant to an interlocal agreement to exercise



their respective borrowing powers under this section jointly and may authorize a joint board
created pursuant to the agreement to exercise powers on their behalf.

7-6-203. Interest rates on deposits of public money. (1) The bank, building and loan
association, savings and loan association, or credit union in which the money is deposited shall
pay on the money no less than the rate of interest as is paid on money from private sources on the
same terms.

(2) Refusal of any bank, building and loan association, savings and loan association, or credit
union to pay said interest rate shall constitute a waiver of that institution's right to participate in
the deposit of public funds as set forth in this part.

7-6-204. Crediting of interest -- exceptions. (1) Interest paid and collected on deposits or
investments must be credited to the general fund of the county, city, or town to whose credit the
funds are deposited unless otherwise provided:

(a) by law;

(b) by terms of a gift, grant, or donation; or

(c) by subsections (2) and (3).

(2) Subject to subsection (1), interest paid and collected on the deposits or investments of the
funds of a volunteer fire district or department organized in an unincorporated area under Title 7,
chapter 33, part 21 or 23, or of a fire service area or county fire department must be credited to
the account of that fire district, service area, or department.

(3) Subject to subsection (1), interest paid and collected on the deposits or investments of any
fund separately created and accounted for by a county, city, or town may be credited to the
separately created fund proportionately to each fund's participation in the deposit or investment.

7-6-205. Demand deposits. Demand deposits may be placed only in banks.

7-6-211. Report by financial institution. Any bank, building and loan association, savings
and loan association, or credit union receiving such deposits shall, through its president and
cashier or secretary, make a statement of account quarter-annually, under oath, showing:

(1) all such money that has been deposited with such bank, building and loan association,
savings and loan association, or credit union during the quarter;

(2) the amount of daily balance in dollars;

(3) the amount of interest credited or paid therefor by such bank, building and loan
association, savings and loan association, or credit union; and

(4) that neither such bank, building and loan association, savings and loan association, or
credit union nor any officer thereof nor any person for it has paid or given any consideration or
emolument whatsoever to the treasurer or town clerk or to any other person, other than the
interest provided for herein, for or on account of the making of such deposits with any such bank,
building and loan association, savings and loan association, or credit union.

7-6-212. Limitation on liability of treasurer or town clerk. When money has been
deposited in accordance with the provisions of this part, the treasurer or town clerk is not liable
for loss on account of any deposit that may occur through damage by the elements or for any
other cause or reason occasioned through means other than the treasurer's or clerk's own neglect,
fraud, or dishonorable conduct.

7-6-213. Repurchase agreements -- bidding. (1) After qualifying as provided in subsection
(5), a financial institution may contract with a local governing body to establish one or more
repurchase agreements, including daily repurchase agreements.



(2) A repurchase agreement is a contract that specifies the minimum and maximum of public
money that the local governing body will invest under the contract in securities that the financial
institution will sell to the local governing body and that the financial institution will repurchase
on mutually agreeable terms.

(3) A repurchase agreement is not a demand account.

(4) The local governing body may maintain in the same financial institution contracting for
the repurchase agreement a demand account into which each business day shall be deposited a
sum equal to the day's disbursements, and that deposit will be the proceeds of the redemption by
the financial institution of securities previously purchased by the local governing body under the
provisions of the repurchase agreement, so that the balance of the demand account at the close of
each day's business will be zero.

(5) The local governing body shall call for bids as provided in 7-6-206 to contract for a
repurchase agreement from all financial institutions chartered to do business in the state of
Montana which are authorized to accept demand deposits and to buy and sell securities. The call
for bids shall specify the minimum acceptable rate of interest, effective date of the repurchase
agreement and the period of duration and range of funds to be invested.

7-6-2701. Investment of certain money in county, municipal, hospital, and school
warrants. (1) If a county has under its control any money for which there is no immediate
demand, in any special fund subject to deposit, which in the judgment of the board of county
commissioners it would be advantageous to invest in county, municipal, hospital district, or
school district registered warrants, the county commissioners are authorized in their discretion to
direct the county treasurer to purchase the warrants of entities located in the same county.

(2) For the purchases, the county commissioners shall:

(a) designate the fund or funds to be invested;

(b) fix the amount that may be purchased;

(c) establish the rate of interest the county must receive for the investment; and

(d) designate the warrants that are to be purchased by the funds.

(3) The officer drawing a warrant to be purchased for investment by a county shall attach to or
stamp, write, or print upon the warrant a notice to the effect that the county will exercise its
preference right to purchase the warrant.

(4) (a) A school district, hospital district, or county warrant presented to the county treasurer
for purchase by the county must be registered as any other school district, hospital district, or
county warrant.

(b) A municipal warrant presented to the municipal clerk or treasurer for purchase by the
county must be registered, and the holder of the warrant must be informed that the warrant may
be presented to the county treasurer for purchase by the county.

(5) The county treasurer shall, when a warrant designated for purchase under the provisions of
subsection (2) is presented to the treasurer, purchase the warrant out of the proper fund as
designated by the board. When the designated amounts have been invested, the county treasurer
shall notify the county clerk and recorder or the applicable officer authorized to draw the
warrants.

(6) Interest earned from the investments, including interest on the sale of bonds accrued in the
period between the date of issue and the time of purchase, must be credited to the sinking fund of
the county, notwithstanding the provisions of 7-6-204(1).

(7) A provision of this section may not be construed to prevent the investment of county or
county high school money under the state unified investment program established in Title 17,
chapter 6, part 2.

7-6-2801. Management of school funds. The county treasurer shall:



(1) keep all school money in a separate fund and keep a separate account of its disbursement
to the several school districts that are entitled to receive it, according to the apportionment of the
county superintendent of schools;

(2) notify the county superintendent of the amount of the county school fund in the county
treasury subject to apportionment, whenever required, and inform the superintendent of the
amount of school money belonging to any other fund subject to apportionment, or as otherwise
provided by law; and

(3) pay all warrants drawn on county or district school money, in accordance with the
provisions of law, whenever the warrants are countersigned by the district clerk and properly
endorsed by the holders.

17-6-103. Security for deposits of public funds. The following kinds of securities may be
pledged or guarantees may be issued to secure deposits of public funds:

(1) direct obligations of the United States;

(2) securities as to which the payment of principal and interest is guaranteed by the United
States;

(3) securities issued or fully guaranteed by the following agencies of the United States or their
successors, whether or not guaranteed by the United States:

(a) commodity credit corporation;

(b) federal intermediate credit banks;

(c) federal land bank;

(d) bank for cooperatives;

(e) federal home loan banks, including a letter of credit from a federal home loan bank;

(f) federal national mortgage association;

(g) government national mortgage association;

(h) small business administration;

(i) federal housing administration; and

(j) federal home loan mortgage corporation;

(4) securities of or other interests in an open-end or closed-end management type investment
company or investment trust registered under the Investment Company Act of 1940 (15 U.S.C.
80a-1 through 80a-64), as amended, if:

(a) the portfolio of the investment company or investment trust is limited to United States
government obligations and repurchase agreements fully collateralized by United States
government obligations; and

(b) the investment company or investment trust takes delivery of the collateral for any
repurchase agreement, either directly or through an authorized custodian;

(5) general obligation bonds of the state or of any county, city, school district, or other
political subdivision of the state;

(6) revenue bonds of any county, city, or other political subdivision of the state, when backed
by the full faith and credit of the subdivision or when the revenue pledged to the payment of the
bonds is derived from a water or sewer system and the issuer has covenanted to establish and
maintain rates and charges for the system in an amount sufficient to produce revenue equal to at
least 125% of the average annual principal and interest due on all bonds payable from the revenue
during the outstanding term of the bonds;

(7) interest-bearing warrants of the state or of any county, city, school district, or other
political subdivision of the state issued in evidence of claims in an amount that, with all other
claims on the same fund, does not exceed the amount validly appropriated in the current budget
for expenditure from the fund in the year in which they are issued;

(8) obligations of housing authorities of the state secured by a pledge of annual contributions
or by a loan agreement made by the United States or any agency of the United States providing
for contributions or a loan sufficient with other funds pledged to pay the principal of and interest



on the obligations when due. The bonds and other obligations made eligible for investment in 7-
15-4505 and 32-1-424(1)(a) may be used as security for all deposits of public funds or obligations
for which depository bonds or any kind of bonds or other securities are required or may by law be
deposited as security.

(9) general obligation bonds of other states and of municipalities, counties, and school
districts of other states;

(10) undertaking or guarantees issued by a surety company authorized to do business in the
state;

(11) first mortgages and trust indentures on real property. The depository shall, on a quarterly
basis, certify to the state treasurer that sufficient first mortgages and trust indentures on real
property are available and segregated to secure deposits of public funds. The board of
investments shall determine the amount of security required.

(12) bonds issued pursuant to Title 7, chapter 12, parts 21, 41, and 42;

(13) bonds issued pursuant to Title 90, chapter 6, part 1;

(14) revenue bonds issued by any unit of the university system of the state of Montana; and

(15) advance refunded bonds secured by direct obligations of the United States treasury held
in irrevocable escrow.

20-9-213. Duties of trustees. The trustees of each district have the authority to transact all
fiscal business and execute all contracts in the name of the district. A person other than the
trustees acting as a governing board may not expend money of the district. In conducting the
fiscal business of the district, the trustees shall:

(1) cause the keeping of an accurate, detailed accounting of all receipts and expenditures of
school money for each fund and account maintained by the district in accordance with generally
accepted accounting principles and the rules prescribed by the superintendent of public
instruction. The record of the accounting must be open to public inspection at any meeting of the
trustees.

(2) authorize all expenditures of district money and cause warrants or checks, as applicable, to
be issued for the payment of lawful obligations;

(3) issue warrants or checks, as applicable, on any budgeted fund in anticipation of budgeted
revenue, except that the expenditures may not exceed the amount budgeted for the fund;

(4) invest any money of the district, whenever in the judgment of the trustees the investment
would be advantageous to the district, either by directing the county treasurer to invest any money
of the district or by directly investing the money of the district in eligible securities, as identified
in 7-6-202, in savings or time deposits in a state or national bank, building or loan association,
savings and loan association, or credit union insured by the FDIC or NCUA located in the state,
or in a repurchase agreement that meets the criteria provided for in 7-6-213. All interest collected
on the deposits or investments must be credited to the fund from which the money was
withdrawn, except that interest earned on account of the investment of money realized from the
sale of bonds must be credited to the debt service fund or the building fund, at the discretion of
the board of trustees. The placement of the investment by the county treasurer is not subject to
ratable distribution laws and must be done in accordance with the directive from the board of
trustees. A district may invest money under the state unified investment program established in
Title 17, chapter 6, or in a unified investment program with the county treasurer, with other
school districts, or with any other political subdivision if the unified investment program is
limited to investments that meet the requirements of this subsection (4), including those
investments authorized by the board of investments under Title 17, chapter 6. A school district
that enters into a unified investment program with another school district or political subdivision
other than the state shall do so under the auspices of and by complying with the provisions
governing interlocal cooperative agreements authorized under Title 7, chapter 11, and educational
cooperative agreements authorized under Title 20, chapter 9, part 7. A school district either shall



contract for investment services with any company complying with the provisions of Title 30,
chapter 10, or shall contract with the state board of investments for investment services.

(5) cause the district to record each transaction in the appropriate account before the accounts
are closed at the end of the fiscal year in order to properly report the receipt, use, and disposition
of all money and property for which the district is accountable;

(6) report annually to the county superintendent, not later than August 15, the financial
activities of each fund maintained by the district during the last-completed school fiscal year, on
the forms prescribed and furnished by the superintendent of public instruction. Annual fiscal
reports for joint school districts must be submitted on or before August 15 to the county
superintendent of each county in which part of the joint district is situated.

(7) whenever requested, report any other fiscal activities to the county superintendent,
superintendent of public instruction, or board of public education;

(8) cause the accounting records of the district to be audited as required by 2-7-503; and

(9) perform, in the manner permitted by law, other fiscal duties that are in the best interests of
the district.

39-71-2103. Employer permitted to carry on business and settle directly with employee --
individual liability. (1) If the employer making the election is found by the department and the
Montana self-insurers guaranty fund to have the requisite financial ability to pay the
compensation and benefits in this chapter, then the department, with the concurrence of the
guaranty fund, shall grant to the employer permission to carry on business for the year within
which the election is made and proof filed, or the remaining portion of the year, and to make
payments directly to the employees as they may become entitled to receive the payments.

(2) Each individual employer in an association, corporation, limited liability company, or
organization of employers given permission by the department to operate as self-insured under
plan No. 1 of this chapter is jointly and severally liable for all obligations incurred by the
association, corporation, limited liability company, or organization under this chapter. An
association, corporation, limited liability company, or organization of employers given
permission to operate as self-insured shall maintain excess liability coverage in amounts and
under conditions as provided by rules of the department.



APPENDIX C

AUTHORIZED BROKERS/DEALERS AND FINANCIAL INSTITUTIONS:

An unspecified amount is put out for bid at, but not limited to $1,000,000.00 increments
to the local (Flathead County) banks. Those include, but not limited to and any
additional institution meeting the criteria established by policy and statute and approved
by the investment committee:

Farmers Bank

First Interstate Bank
Glacier Bank

1®* National Bank of Montana
Park Side Credit Union
Stockman’s Bank
Three Rivers Bank

US Bank

Valley Bank

Wells Fargo Bank
Whitefish Credit Union

An unspecified amount is invested with brokers/dealers, those include, but not limited to
and any additional institution meeting the criteria established by policy and statute and
approved by the investment committee:

Buchanan Capital
D. A. Davidson
LPL Financial



APPENDIX D

Accounting Department
Internal Control Procedures

Deposits receipted in the Accounting Department are processed by all accounting
employees. Payments for tax and motor vehicle departments are received by all
employees.

Tax, accounting and motor vehicle departments are balanced each day by the accounting
department.

Once all departments are balanced, the deposit is prepared by the accounting supervisor.
The vault is counted after the deposit is prepared by the accounting department.

Activity in the bank account is downloaded on a daily basis by the investment clerk. The
bank statement is balanced by the accounting department monthly.

Refund checks are prepared for tax and motor vehicle overpayments, bond payments, and
fund cash balances by all accounting department employees. Two signatures are required
on all checks. Authorized signatures are the Treasurer and three supervisors.

Investments are monitored and balanced by the investment clerk. Interest received from
the investments is balanced and receipted in by the accounting department.

All information for maturing and new investments is obtained by the investment clerk.
Information is then presented to the Treasurer for any investment decisions. Signatures
required for redeeming investments are made by the Treasurer, chief deputy, or
accounting supervisor.



