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1 POLICY STATEMENT

This Investment Policy establishes a clear framework for the transparent, effective, and
responsible management of Council’s cash funds. It is designed to ensure that all investment
decisions are made in accordance with applicable Federal and State legislation, including the
Local Government Act 2020, with a strong focus on preserving capital, maintaining liquidity,
and optimising returns.

Council is committed to managing its investments prudently, minimising exposure to
unnecessary financial risk while achieving the most favourable rate of return available at the
time of investment.

2 PURPOSE

The purpose of this Investment Policy is to provide clear guidance for the prudent and effective
investment of Council’s funds. It ensures that all investment activities are undertaken in
accordance with legislative requirements, particularly the Local Government Act 2020, and
aligns with Council’s broader financial, operational, and ethical objectives.

Specifically, this policy aims to:

e Ensure that funds are invested in a manner that supports Council’s financial sustainability
and ongoing operational requirements

o Safeguard public funds by minimising exposure to financial risk and preventing
unauthorised use of Council resources

o Ensure sufficient liquidity is maintained to meet Council’s operational and anticipated
cash flow requirements

o Maximise returns on investments within acceptable risk parameters and in accordance
with approved credit and maturity limits

o Appropriately invest any funds subject to legal restrictions in a way that supports their
intended purpose

o Demonstrate to the community that Council is managing public funds responsibly and
transparently

e Support environmentally and socially responsible investment practices, where possible,
particularly in the context of climate and sustainability goals.

This policy reflects Council’s role as a custodian of public money and balances the need for
capital preservation, liquidity, and investment return, while also promoting accountability,
transparency, and ethical investment practices.

3 INVESTMENT GUIDELINES

3.1 Authorised investments

Nillumbik Shire Council will only undertake direct investments with Australian financial
institutions in the form of at-call accounts and term deposits. All investments must comply with
the requirements of the Local Government Act 2020 and any applicable ministerial guidelines.



In accordance with the legislative framework, Council may invest funds in the following
authorised instruments:

o Deposits with authorised deposit-taking institutions (ADIs) regulated by the Australian
Prudential Regulation Authority (APRA)

o Deposits with financial institutions guaranteed by the Government of Victoria

o Deposits with eligible money market dealers as defined by the Corporations Act 2001
e Government securities issued by the Commonwealth of Australia

o Securities guaranteed by the Government of Victoria

o Any other investment approved by the Minister for Local Government, after consultation
with the Treasurer, either generally or specifically.

Council will not invest in financial products or entities that fall outside the scope of these
authorised categories.

3.2 Prohibited Investments

Council’s investment activities must prioritise the preservation of capital and the minimisation
of risk. Accordingly, this policy strictly prohibits any investments that are speculative in nature
or carry a high risk of capital loss or financial instability.

The following investment types are not permitted under this policy:

o Derivative-based instruments, including those with exposure to futures, options, swaps,
or forward contracts

o Principal-only securities that may result in nil or negative cash flow.
e Stand-alone securities with embedded derivatives or complex structures
e Floating Rate Notes (FRNSs)
o Mortgage-backed securities or direct investment in mortgages of land
¢ Investments denominated in non-Australian currency
e Enhanced cash products or other structured financial instruments, including those
defined as Collateralised Debt Obligations (CDOs).
3.3 Transfers via the General Bank Account

All investment-related transactions must be conducted through Council’'s General Bank
Account to ensure transparency, security, and accountability (unless the investment is being
rolled over with the same institution).

o All fund transfers must be carried out electronically and authorised by two officers who
are approved signatories on the General Bank Account.

e Interest earned on rolled-over investments must be redeemed and deposited into
Council’s general bank account.

e All matured investment funds, along with any interest payments, must be credited
directly to Council’s General Bank Account (unless the investment is being rolled over
with the same institution).



3.4 Portfolio Investment Paramenters and Credit Requirements

To manage risk and ensure the preservation of capital, Council will only invest in authorised
deposit-taking institutions (ADIs) and financial institutions that meet minimum credit rating
requirements.

Investments must comply with the following counterparty limits based on the credit ratings
issued by the major rating agencies: Standard & Poor’s, Moody’s Investors Service, or Fitch

Ratings.

Long-Term Short-Term Maximum Individual Maximum Total
Rating Rating Counterparty Limit Portfolio Limit
AAA A-1+ 75% 100%
AA- A-1 50% 100%
A A-2 25% 60%
BBB A-3 $1 million 20%

When placing investments, consideration must be given to the relationship between capital
erosion risk, credit rating, interest rate, and risk exposure.

Council should maintain an up-to-date list of credit ratings (both short-term and long-term) for
all institutions it invests in, with ratings no older than six (6) months. If any institution’s rating
falls below the minimum acceptable level, funds will be withdrawn or reallocated within a
reasonable period (7 days after the existing investment matures).

If a reduction in the overall investment portfolio causes a breach of exposure limits, the Chief
Financial Officer (CFO) and Business Services Lead (BSL) must rebalance the portfolio within
a reasonable timeframe.

The CFO may approve short-term, temporary variations to the above limits where appropriate
to optimise returns without increasing risk.

3.5 Term to Maturity of Investments

The maturity of Council’s investments will be determined based on forecasted cash flow
requirements and the prevailing interest rate environment at the time of investment.
Investments will be structured to optimise returns whilst ensuring sufficient liquidity is
maintained to meet Council’s operational needs.

The term to maturity for any investment must range from at call to a maximum of one year plus
3 days.
3.6 Quotation of Investments

At least three (3) competitive quotations must be obtained from authorised institutions for each
investment placement. The quote providing the best overall value to Council—considering
return, credit quality, and in regard to the limits set above.



3.7 Maximisation for Investment Return

Council will seek to achieve the highest possible return on investments, provided that the
security of capital and the maintenance of adequate liquidity are not compromised.

Investment decisions must strike an appropriate balance between maximising returns and
upholding the core principles of capital preservation, prudent risk management, and liquidity
to meet the Council’s operational needs.

4, RESPONSIBILITIES AND AUTHORITY

4.1 Standard of Prudence

Council’s investments must be managed with the care, diligence, and skill that a prudent
person would exercise in managing the financial affairs of others. As custodians of public
funds, investment officers have a responsibility to prioritise the safety and integrity of Council’s
investment portfolio.

Investments must be made for genuine investment purposes only—not for speculation—and
with a clear focus on preserving capital, maintaining liquidity, and achieving reasonable
returns. Council does not support high-risk or aggressive investment strategies.

4.2 Conflict of Interest

All Council officers involved in the investment process must act with integrity and in the best
interests of the community. Officers are required to avoid any personal or professional activities
that may conflict, or be perceived to conflict, with the proper execution and management of
Council’s investment portfolio.

In accordance with this Policy, any actual, potential, or perceived conflict of interest must be
promptly disclosed to the Chief Executive Officer (CEO). This includes any financial interests,
relationships, or investment positions that could compromise, or appear to compromise, an
officer’s ability to make impartial investment decisions.

4.3 Delegation of Authority

Authority to implement and oversee this Investment Policy is delegated by Council to the Chief
Executive Officer (CEO) in accordance with the Local Government Act 2020 (Vic).

The CEO may delegate responsibility for the day-to-day management of Council’s investment
portfolio to the CFO and the BSL. These officers are authorised to invest Council funds in line
with this Policy and in accordance with legislative and regulatory requirements.

The Financial Accountant is responsible for identifying and presenting suitable investment
options to the BSL and CFO for review and approval.

All investment decisions must be made within the delegated authority framework and comply
with the objectives and risk parameters outlined in this Policy.

5 INVESTMENT OBJECTIVES

The primary objectives of Nillumbik Shire Council’s investment portfolio are to preserve capital,
ensure adequate liquidity, and optimise returns, in that order of priority.



Investment decisions must align with Council’s legislative obligations, risk appetite, operational
needs, and financial sustainability goals.

5.1 Preservation of Capital

Investments must be undertaken in a manner that protects the principal value of capital. No
investment shall be entered into where there is a reasonable risk for potential loss of capital.
Credit risk will be managed through the selection of counterparties with appropriate credit
ratings, in accordance with this policy.

5.2 Maintenance of Liquidity

The investment portfolio must maintain sufficient liquidity to meet all foreseeable operational,
capital, and financial commitments as they fall due. This includes ensuring that funds are
available to meet Council’'s day-to-day expenditure without the need to liquidate investments
at a loss or incur significant transaction costs.

To achieve this, a mix of at-call and term investments will be maintained. The appropriate
investment mix shall be determined based on Council’s short, medium, and long-term cash
flow forecasts and expenditure plans. Investments should be structured to avoid the need for
early withdrawals that could result in financial loss or penalties.

5.3 Risk and Return on Investments

Council maintains a conservative risk profile and does not engage in speculative or high-risk
investments. All investment decisions must align with Council’s risk appetite, prioritising capital
preservation and liquidity.

Risk management practices will be applied to minimise:
Interest rate risk: by monitoring market trends and selecting appropriate investment terms;
Capital erosion risk: by avoiding investments that may compromise principal; and

Credit risk: Investing only with counterparties that meet the minimum credit rating and
exposure thresholds as defined in this policy.

All new investment products or counterparties must be approved by the CFO or the BSL prior
to engagement.

The portfolio is expected to achieve a competitive market rate of return while remaining within
the defined risk parameters, budgetary constraints, prevailing interest rates, and broader
economic conditions.

5.4 Environmentally Sustainable Investments

Council is committed to supporting environmentally responsible investment practices where
they align with its broader investment objectives of capital preservation, liquidity, and return.

Preference will be given to green institutions—accredited deposit-taking institutions that are
fully divested from fossil fuels, meaning they hold no direct or indirect investments in the fossil
fuel industry. These institutions support sustainable financing and environmentally conscious
practices.



Green or eco-investments, which promote the transition to low-carbon technologies and
sustainable alternatives, will be considered when their offered interest rate is within 0.15% of
equivalent standard investments rated A-1 (short-term) or AAA to AA- (long-term).

While green investments may offer slightly lower returns, Council supports their role in
promoting long-term environmental sustainability, provided they meet the risk and return
thresholds outlined in this Policy.

6 PORTFOLIO IMPLEMENTATION

6.1 Authorised Personnel

The CFO and the BSL are authorised to invest Nillumbik Shire Council’s operating funds at
their discretion in investments consistent with the Policy and legislation. The Financial
Accountant will prepare the necessary documentation and liaise with the chosen financial
institutions. Transfers of funds between Council accounts for investment purposes must be
actioned by both the CFO and the BSL.

6.2 The Role of the Audit Committee
To ensure separation of duties, The Audit and Risk Committee will:

e Oversee the periodic review of the Investment Policy;

e Provide advice to Council on any proposed amendments to the Policy;

e Monitor compliance with the Local Government Act 2020 and associated regulatory
requirements; and

e Review the quarterly investment reports included in the financial reporting kit.

The Audit and Risk Committee is not permitted to direct daily investment decisions, or become
involved in the daily operations of the portfolio.

6.3 Internal Controls

The CFO shall establish internal controls and processes that will ensure investment objectives
are met and that the investment portfolios are protected from loss, theft and inapporporiate
use.

To minimise the potential for investment risk and unauthorised appropriation of Council funds,
the following internal controls will apply:

o Allinvestments placed must be authorised by 2 signatories, and prepared separately by
the Financial Accountant. The investment decision will be communicated by email to the
relevant bank/financial institution that Council chooses to invest with.

¢ Investment confirmations will be received by email on the day of placing an investment,
and reviewed for any discrepancies that will be rectified immediately.

e The confirmation contract/email from the financial institution will be saved to Content
Manager and recorded in the Investment Reconciliation Report.

e The investment authorisation process must be carried out in accordance with any other
relevant Council policies and procedures.



7 REPORTING ON INVESTMENTS

The CFO and Busines Services Lead will receive a Daily Banking Report each weekday
reporting on the cash bank balances and term deposits maturities, credit ratings, monitor
maximum individual counterparty limits are not exceed & maturity terms. The report will be
reviewed to identify funds available for investing and to ensure that adequate liquid funds are
available to meet Council’s anticipated day-to-day expenditure.

At the end of each month, the Financial Accountant will prepare an End-of-Month Investment
Report for review by the BSL. This report outlines all investment activity that occurred during
the month, details the movement of funds, and reconciles the balances to the month-end
investment position. Annual averages for the interest rates are to be calculated by using the
weighted average of end of month balances.

A consolidated report on Council’s investment portfolio will be included in the quarterly financial
reporting presented to both Council and the Audit and Risk Committee. This report provides
an overview of current investment holdings, portfolio performance, and compliance with this
Investment Policy, including counterparty exposure and credit quality. The CFO will report to
the Audit and Risk Committee on the implementation of investment guidelines, the list of
approved financial institutions and products, and any significant developments or proposed
changes to the Policy. Any variation to this Policy must be presented to the Audit and Risk
Committee.

Council will maintain a Register of Investments, which will record details of each investment,
including the financial institution, the invested amount, the terms and maturity date, the
applicable interest rate and interest amount payable at maturity, and the institution’s
percentage in respect to the the individual counterparty limits.

All investment confirmation documents from financial institutions must be stored in Council’s
Content Manager (Council’'s Electronic Document Management System), to ensure
appropriate documentation and auditability.

Interest revenue from investments will be recognised as it is earned, in accordance with
applicable accounting standards and Council’s financial procedures.

8 REVIEW OF POLICY & STRATEGY

This policy will be reviewed every four years or as required in the event of legislative changes.

The Audit Committee or Council may initiate review outside this cycle.



