Deposits and Investments Disclosure Template

Insert policy for classifying cash equivalents vs. investments
[The highlighted amounts below are only applicable for institutions of higher education.  Colleges/ universities which have prepared separate endowment investment policies (which have been approved by their Board of Trustees and by the Board of Regents) will need to further modify the disclosure below.]
The State of Utah Money Management Council has the responsibility to advise the State Treasurer about investment policies, promote measures and rules that will assist in strengthening the banking and credit structure of the state, and review the rules adopted under the authority of the State of Utah Money Management Act that relate to the deposit and investment of public funds.

[Except for endowment funds,] (t)he Entity follows the requirements of the Utah Money Management Act (Utah Code, Section 51, Chapter 7) in handling its depository and investment transactions.  The Act requires the depositing of Entity funds in a qualified depository.  The Act defines a qualified depository as any financial institution whose deposits are insured by an agency of the Federal Government and which has been certified by the State Commissioner of Financial Institutions as meeting the requirements of the Act and adhering to the rules of the Utah Money Management Council.
As of July 1, 2005 for endowment funds, the entity follows the requirements of the Uniform Management of Institutional Funds Act (UMIFA) and State Board of Regents Rule 541, Management and Reporting of Institutional Investments (Rule 541). 

Deposits

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of a bank failure, the Entity’s deposits may not be returned to it.  The Entity does not have a formal deposit policy for custodial credit risk.  As of June 30, 2006, $$$ of the Entity’s bank balances of $$$ was uninsured and uncollateralized.  

Investments

The Money Management Act defines the types of securities authorized as appropriate investments for the Entity’s non-endowment funds and the conditions for making investment transactions.  Investment transactions may be conducted only through qualified depositories, certified dealers, or directly with issuers of the investment securities.  

These statutes authorize the Entity to invest in negotiable or nonnegotiable deposits of qualified depositories and permitted negotiable depositories; repurchase and reverse repurchase agreements; commercial paper that is classified as “first tier” by two nationally recognized statistical rating organizations, one of which must be Moody’s Investors Services or Standard & Poor’s; bankers’ acceptances; obligations of the United States Treasury including bills, notes, and bonds; bonds, notes, and other evidence of indebtedness of political subdivisions of the State; fixed rate corporate obligations and variable rate securities rated “A” or higher, or the equivalent of “A” or higher, by two nationally recognized statistical rating organizations; shares or certificates in a money market mutual fund as defined in the Money Management Act; and the Utah State Public Treasurer’s Investment Fund.    

The UMIFA and Rule 541 allow the Entity to invest endowment funds (including gifts, devises, or bequests of property of any kind from any source) in any of the above investments or any of the following subject to satisfying certain criteria: professionally managed pooled or commingled investment funds registered with the Securities and Exchange Commission or the Comptroller of the Currency (e.g., mutual funds); professionally managed pooled or commingled investment funds created under 501(f) of the Internal Revenue Code which satisfy the conditions for exemption from registration under Section 3(c) of the Investment Company Act of 1940; any investment made in accordance with the donor’s directions in a written instrument; and any alternative investment funds that derive returns primarily from high yield and distressed debt (hedged or non-hedged), private capital (including venture capital, private equity, both domestic and international), natural resources, and private real estate assets or absolute return and long/short hedge funds.
The Utah State Treasurer’s Office operates the Public Treasurer’s Investment Fund (PTIF).  The PTIF is available for investment of funds administered by any Utah public treasurer.

The PTIF is not registered with the SEC as an investment company.  The PTIF is authorized and regulated by the Money Management Act, Section 51-7, Utah Code Annotated, 1953, as amended.  The Act established the Money Management Council which oversees the activities of the State Treasurer and the PTIF and details the types of authorized investments.  Deposits in the PTIF are not insured or otherwise guaranteed by the State of Utah, and participants share proportionally in any realized gains or losses on investments.

The PTIF operates and reports to participants on an amortized cost basis.  The income, gains, and losses – net of administration fees, of the PTIF are allocated based upon the participant’s average daily balance.  The fair value of the PTIF investment pool is approximately equal to the value of the pool shares.

As of June 30, 2006, the Entity had the following investments and maturities:

	
	
	
	
	Investment Maturities (in Years)

	
	
	Fair
	
	Less
	
	
	More

	Investment Type
	
	Value
	
	than 1
	1-5
	6-10
	than 10

	State of Utah Public Treasurer’s Investment Fund
	
	$$$
	
	$$$
	
	
	

	XXXX
	
	$$$
	
	
	$$$
	
	


Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.  The Entity’s policy for managing its exposure to fair value loss arising from increasing interest rates is to comply with the State’s Money Management Act or the UMIFA and Rule 541, as applicable.  For non-endowment funds, Section 51-7-11 of the Money Management Act requires that the remaining term to maturity of investments may not exceed the period of availability of the funds to be invested.  The Act further limits the remaining term to maturity on all investments in commercial paper, bankers’ acceptances, fixed rate negotiable deposits, and fixed rate corporate obligations to 270-365 days or less.  In addition, variable rate negotiable deposits and variable rate securities may not have a remaining term to final maturity exceeding 2 years.  For endowment funds, Rule 541 is more general, requiring only that investments be made as a prudent investor would, by considering the purposes, terms, distribution requirements, and other circumstances of the endowments and by exercising reasonable care, skill, and caution.
Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations.  The Entity’s policy for reducing its exposure to credit risk is to comply with the State’s Money Management Act, the UMIFA, and Rule 541, as previously discussed.

At June 30, 2006, the Entity had the following investments and quality ratings:

	
	
	Fair
	
	Quality Ratings

	Investment Type
	
	Value
	
	AAA
	AA
	A
	Unrated

	State of Utah Public Treasurer's Investment Fund
	
	$$$
	
	
	
	
	$$$

	XXXX
	
	$$$
	
	$$$
	
	
	


Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in a single issuer.  The Entity’s policy for reducing this risk of loss is to comply with the Rules of the Money Management Council or the UMIFA and Rule 541, as applicable.  Rule 17 of the Money Management Council limits non-endowment fund investments in a single issuer of commercial paper and corporate obligations to 5-10% depending upon the total dollar amount held in the portfolio. [For endowment funds, Rule 541 requires that a minimum of 25% of the equity portfolio must be invested in companies with an average market capitalization of at least $10 billion; also a minimum of 25% of the overall endowment portfolio should be invested in investment grade fixed income securities as defined by Moody’s Investors Service or Standard and Poor’s.  The overall endowment portfolio cannot consist of more than 75% equity investments.  Rule 541 also limits investments to no more than 3% in any one sector fund that is concentrated within one sector of the U.S. market and no more than 5% in equity or fixed income funds of developing markets.  It also limits investments in alternative investment funds, as allowed by Rule 541, to between 0% and 30% based on the size of the Entity’s endowment fund.] 
Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the Entity will not be able to recover the value of its investments or collateral securities that are in the possession of an outside party.  The Entity does not have a formal policy for custodial credit risk.  As of June 30, 2006, the Entity had $$$ in [type of investment(s)] which was/were held by the investment’s counterparty and $$$ in [type of investment(s)] which was/were held by the counterparty’s trust department or agent but not in the government’s name.   

Foreign Currency Risk

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an investment or a deposit.  The Entity does not have a formal policy for foreign currency risk.  

Note – The previous paragraphs describing the policies for the various investment risks are only required when those risks are present.  (For example, the preceding paragraph on foreign currency risk is only needed if the entity does hold an investment denominated in a foreign currency. 

