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1. BACKGROUND

INVESTMENT POLICY 

Council has a responsibility to maintain effective control over funds that are surplus to 

Council's immediate requirements and to ensure that Council's representatives exercise 

the care, diligence and skill that a prudent person would exercise in investing those 

funds. 

2. PURPOSE

The purpose of this policy is to provide a framework for investment of Council's funds. 

The policy establishes a series of limits within which Council officers must operate in 

the planning, and process, of investing Council monies. In setting these limits Council 

is determining the general level of risk that is acceptable for monies managed on trust 

for the community of Coonamble. 

3. POLICY OBJECTIVE

To provide a framework for the investing of Council's funds at the most favourable rate 

of interest available to it at the time whilst having due consideration of risk and security 

for that investment type and ensuring that its liquidity requirements are being met. 

While exercising the power to invest, consideration is to be given to the preservation of 

capital, liquidity, and the return of investment. 

• Preservation of capital is the principal objective of the investment portfolio.

Investments are to be placed in a manner that seeks to ensure security and

safeguarding the investment portfolio. This includes managing credit and interest

rate risk within identified thresholds and parameters.

• Investments are to be allocated to ensure there is sufficient liquidity to meet all

reasonably anticipated cash flow requirements, as and when they fall due,

without incurring the risk of significant costs due to the unanticipated sale of an

investment.

• Investments are expected to achieve a market average rate of return in line with

Council's risk tolerance.

4. LEGISLATION

All investments are to comply with the following: 

• Ministerial Investment Order; issued 12.1.2011

• Local Government (General) regulation 2005.

• Local Government Act 1993.





• Commonwealth/State/Territory Government security e.g., bonds.

• Interest bearing deposits issued by an authorised deposit-taking institution.

• Bills of exchange, (<200 days duration). Guaranteed by an authorised deposit­

taking institution.

• Debentures issued by NSW Local Government.

• NSW Treasury Corporation

6.4 PROHIBITED INVESTMENTS 

This investment policy prohibits any investment carried out for speculative purposes 

including: 

• Derivative based instruments.

• Principal only investments or securities that provide potentially nil or negative

cash flow; and

• Standalone securities issued that have underlying futures, options, forwards

contracts and swaps of any kind.

This policy also prohibits the use of leveraging (borrowing to invest) of an investment or 

investments that are themselves leveraged. 

6.5 RISK MANAGEMENT GUIDELINES 

The following key criteria must be considered prior to placing investments: 

• Preservation of Capital - the requirement for precenting losses in an

investment portfolio's capital value.

• Diversification - the requirement to place investments in a broad range of

products so as not to be over exposed to a particular sector of the investment

market.

• Credit Risk - the risk that a product that Council has invested in fails to pay the

interest and or repay the principal of an investment.

• Market Risk - the risk that the fair value or future cash flows (Market Value) of

an investment will fluctuate due to changes in market prices'

• Liquidity Risk - the risk an investor is unable to redeem the investment at a fair

price within a timely period.

• Maturity Risk - the risk relating to the length of term to maturity of the

investment. The larger the term, the greater the length of exposure and risk to

market volatilities.

6.6 COUNCIL'S ATTITUDE TO RISK 

All Coonamble Shire Council's investments must be made subject to the following 

minimum constraints: 
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