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Spokane County Treasurer
INVESTMENT POLICY

I. INTRODUCTION
The Treasurer’s office provides cash custody, banking and financial services, investment, revenue
collection, and debt payment services for almost 80 regional government districts including
school districts, transit, airport, Spokane County, fire districts, cemeteries, water districts, and
other special districts. The Treasurer’s Office collects over $500 million in taxes, and processes
approximately $100 million in debt payments for principal, interest, and debt refunding.
Additionally, the Treasurer’s Office manages an investment pool in excess of $800 million.
The average annual balance of funds invested in the Spokane County Investment Pool (SCIP)
ranges between $700MM and $900MM in fund balances. The balance is dependent upon
participants’ bond issues and tax receipts cycles.
The purpose of this Investment Policy is to establish the investment objectives, delegation of
authority, standards of prudence, eligible investments and transactions, internal controls,
reporting requirements, and safekeeping and custodial procedures necessary for the prudent
management and investment of public funds in the custody of the Spokane County Treasurer.

II. GOVERNING AUTHORITY
The Spokane County Treasurer is authorized by R.C.W. 36.29.020 to determine the investable
balances in each fund of the County and its junior taxing districts and is authorized to invest such
monies. The Spokane County Treasurer may also invest the funds of taxing districts outside of
Spokane County which are not required for immediate expenditure, pursuant to the Revised
Code of Washington, the policies of the County Finance Committee and subject to the discretion
of the Treasurer.

III.

SCOPE

Funds in the custody of the Spokane County Treasurer include, but are not limited to, the General
Fund, Special Revenue Funds, Capital Project Funds, Enterprise Funds, Debt Service Funds and
Agency Funds. The Treasurer provides investment services for all governmental entities, except
Cities, within Spokane County including Fire Districts, Water and Irrigation Districts, Cemetery
Districts, School Districts, and Transit and Airport Authorities.


All retirement funds, except Spokane Valley Fire Pension, will be invested as determined
by the appropriate Boards of Administration and are not covered by this Policy.
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Funds set aside to defease County debt in conjunction with an advance refunding
agreement will be invested in accordance with appropriate bond documents and not
necessarily in compliance with this policy.



Should bond covenants be more restrictive than this policy, funds will be invested in full
compliance with those restrictions.



Funds held for the Municipalities during tax collection periods shall be governed by the
County's investment policies and will be invested for the benefit of the Municipalities
when requested, as stipulated in R.C.W. 36.29.020.

IV. OBJECTIVES
Safety, liquidity and rate of return on investment are of primary concern. The County Treasurer
has a responsibility in the investment of public funds to seek a market rate of return that is
consistent with the primary requirements of legality, safety and liquidity in that order.
Rate speculation will not be a major criterion for the selection of an investment. All other criteria,
including cash flow and maturity, take preference to rate expectations.

The County's principal investment objectives are:
1)

Safety: Safety of principal is the foremost objective of the Spokane County
Treasurer. Investments of the County shall be undertaken in a manner that
seeks to ensure the preservation of capital in the overall portfolio. To attain
this objective, diversification and safekeeping are required in order that
potential losses on individual securities do not exceed the income generated
from the remainder of the portfolio.

2)

Liquidity: The County's investment portfolio will remain sufficiently liquid to
enable the County to meet all cash flow requirements that might be
reasonably anticipated.

3)

Return on Investment: The County's investment portfolio shall be designed
with the objective of attaining a market rate of return throughout budgetary
and economic cycles, taking into account legal limitations, the County's
investment risk constraints, and the cash flow characteristics of the portfolio.
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V. STANDARDS OF CARE
1) Delegation of Authority
a.

County Treasurer: The County Treasurer has the ultimate responsibility for all
investments individually or within the Spokane County Investment Pool.

b.

Spokane County Finance Committee (SCFC): The Spokane County Finance
Committee includes the Chair of the Board of County Commissioners, County
Auditor, and the County Treasurer. The SCFC shall review and approve the
investment policy annually. Any exceptions to the investment practices as
defined in the investment policy will require prior approval of the SCFC. The
SCFC shall provide oversight as to the adherence to the policy by the Treasurer.
The SCFC will also be responsible for reviewing the approved broker dealer list
as requested by the Treasurer. The SCFC will schedule regular meetings not
less than twice per year.

c.

Treasurer Staff: The Treasurer shall delegate to appropriately skilled staff,
within an established system of controls, to regulate the investment activities.
The Treasurer may delegate a person or a non-discretionary registered
investment advisory firm to initiate investment transactions on behalf of the
County Treasurer through express written consent or contract. The
investment officer or advisor is the person or firm delegated the primary
responsibility of investment management and compliance with rules,
regulations and policies.

d.

Cash Management Team: Excess daily cash balances are determined by the
Treasurer’s Cash Management Team. The Cash Management Team is
responsible for the overnight investment of this excess cash in the State
Treasurer’s Local Government Investment Pool (LGIP). The use of other
overnight instruments must meet the criteria and guidelines of this policy.

2) Prudence:
a.

Prudent Person Rule: Investments shall be made with judgment and care, under

circumstances then prevailing, which persons of prudence, discretion and
intelligence would use in the management of their own affairs, not for
speculation, but for investment purposes, considering first the safety of their
capital, then the probable income to be derived.

b.

The Investment Officers and Advisors acting in accordance with the prudent
investor standard, written procedures and exercising due diligence, shall not
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be held personally responsible for a specific security's credit risk or market
price changes, provided that these deviations are reported immediately and
that appropriate action is taken to control adverse developments.

3)

c.

The SCFC and employees involved in the County’s investments shall recognize
that the investment policies and portfolio are subject to public review and
evaluation. The overall program shall be designed and managed with a degree
of professionalism that is worthy of the public trust.

d.

The SCFC recognizes that in a diversified portfolio selected losses may occur
when interest rates change and selected securities are sold to meet cash flow
needs or to adjust the portfolio and must be considered within the context of
the overall portfolios investment objectives.

Ethics and Conflicts of Interest
a.

VI.

The Treasurer and the investment deputies shall refrain from personal business
activity that could conflict with the proper execution of the investment program,
or which could impair their ability to make impartial investment decisions.
Investment deputies shall disclose to the Treasurer any material financial interests
in financial institutions that conduct business within this jurisdiction, and they
shall further disclose any personal financial/investment positions that could be
related to the performance of the County’s portfolio. The Treasurer and
investment deputies shall refrain from undertaking personal investment
transactions with the same individuals with whom business is conducted on behalf
of their entity.

TRANSACTION COUNTERPARTIES

The County shall maintain a list of all broker/dealers and authorized financial institutions that are
approved for investment purposes. Any firm is eligible to make an application to the Treasurer
and upon due consideration and approval, will be added to the list. Additions and deletions to
the list will be made at the Treasurer’s discretion. There should be in place, proof as to all the
necessary credentials and licenses held by employees of the brokers/dealers who will have
contact with Spokane County as specified by but not necessarily limited to the Financial Industry
Regulatory Authority (FINRA), Securities and Exchange Commission (SEC), etc.
1) Broker/Dealers:
Primary and secondary dealers must be registered with FINRA and meet the Securities
and Exchange Commission (SEC) rule 15c3-1 (uniform net capital rule). The Treasurer will
periodically review the approved list for due diligence regarding financial condition,
registration and ethical conduct.
The Treasurer can assign the responsibility of
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broker/dealer due diligence process to the Investment staff or the non-discretionary
investment advisor.
i.

Primary Dealer Requirement: Those dealers who as primary government
securities dealers report daily to the New York Federal Reserve Bank. In addition,
should concerns of any of these firms' economic viability be raised or should past
practices cause concern, these institutions may be restricted from conducting
business with the Treasurer

ii.

Secondary Dealer Requirement: Secondary security dealers will be included only
if they meet all of the following conditions:

iii.

1)

Have a minimum net worth of $10 million or a letter of credit to support
security settlements.

2)

The Treasurer’s office and the SCFC will consider any available information,
but at a minimum will consider the firm's financial statements and the
reference of other public customers currently doing business with this
dealer.

Documentation Requirements:
1) All financial institutions and broker/dealers who desire to become
qualified bidders for investment transactions must supply the following for
initial approval:




Audited financial statements for the last three years.
Certification of having read Spokane County’s investment policy.
Completed broker/dealer questionnaire including references

2) If the County utilizes a non-discretionary Registered Investment Advisor
for transactions, the County may accept the Advisor’s due diligence and
approved broker dealer list for authorized counterparties. The Advisor
may be directed to set up accounts with their approved broker dealers to
transact on behalf of the County. All transactions executed by the Advisor
must be documented and a competitive pricing platform must be utilized.
2) Financial Bank Institutions:
RCW 39.58.130 authorizes the investment of municipal funds in deposits in qualified
public depositaries provided that the total in public deposits does not exceed the total
net worth of the bank. A current list of qualified public depositaries and their equity
amounts are available upon request. RCW 36.29.020. The most current lists of these
banks are on file at the Public Deposit Protection Commission which can be accessed via
the Washington State Treasurer’s Website.
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2) Investment Advisors/Consultants:
An Investment Advisor/Consultant may be used to provide oversight and/or manage
funds and will be selected through a process that is consistent with Spokane County
procurement guidelines.
3) Competitive Transactions:
The investment officer will obtain by telephone, email or other electronic formats, pricing
on securities to purchase or sale. It will be the responsibility of the investment deputy
involved with each purchase/sale to produce and retain written records of each
transaction, including the name of the financial institution solicited, the rate quoted, a
description of the security, the investment selected, and any special considerations that
had an impact on the decision. If the lowest price security (highest yield) was not selected
for purchase, an explanation describing the rationale will be included in this record.
The investment deputy will conduct all security transactions in a fair, open and
transparent competitive process.

VII.



For new issue securities that sell at 100, the allocations will be rotated amongst
the approved dealers.



For all secondary market transactions, an effort to obtain at least three bids or
offers will be conducted, or documentation of comparable securities levels will
be retained, in order to ensure price transparency and competitive levels.



Offers or bids for securities may be received from the approved broker-dealers
by any for the following means:
 By Phone; or
 By e-mail or other form of messaging; or
 Through electronic trading platforms; or
 From inventory listings supplied by approved broker-dealers; or
 Directly from the issuers of eligible securities.

SAFEKEEPING, CUSTODY AND CONTROLS
1) Safekeeping of Securities:
Securities purchased by the County shall be held in a segregated account for the County’s
benefit at a third-party trustee as safekeeping agent. The approved broker/dealer shall
provide the County with a confirmation ticket listing the specific instrument, issuer,
coupon, maturity, CUSIP number, purchase or sale price, transaction date, and other
pertinent information. The broker/dealer, who executes the transaction on the County’s
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behalf, shall deliver all securities on a delivery versus payment method to the designated
third party trustee at the direction of the Investment Deputy.
2) Bank Deposits and Certificates of Deposit:
The County may hold bank deposits or certificates of deposits at banks qualified under
RCW 39.58.130.
3) Accounting Method:
The County shall comply with all required legal provisions and Generally Accepted
Accounting Principles (GAAP). The accounting principles are those contained in the
pronouncements of authoritative bodies including but not necessarily limited to, the
Governmental Accounting Standards Board (GASB); the American Institute of Certified
Public Accountants (AICPA); and the Financial Accounting Standards Board (FASB).
Pooling of Funds: Except for cash in certain restricted and special funds, the County will
consolidate balances from all funds to maximize investment earnings. Investment income
will be allocated to the various funds based on their respective participation and in
accordance with generally accepted accounting principles.
4) Internal Controls:
The Treasurer shall maintain a system of written internal controls which shall be reviewed
and tested by the independent auditor periodically or upon any extraordinary event, i.e.,
turnover of key personnel, the discovery of any inappropriate activity. These shall be subject
to review by the SCFC.

VIII.

AUTHORIZED INVESTMENTS
All investments of the County are limited by RCW, principally RCW 36.29.020.
Among the authorized investments are U.S. Treasury and agency securities (i.e.,
obligations of any government sponsored enterprise eligible for collateral
purposes at the Federal Reserve), repurchase and for collateral otherwise
authorized for investment, municipal bonds of this state and General Obligations
of other states with one of the three highest ratings of a national rating agency at
the time of investment, certificates of deposit with qualified public depositories
within statutory limits as promulgated by the Public Deposit Protection
Commission at the time of investment, foreign and domestic bankers acceptances
and the Washington State Local Government Investment Pool and Bank Deposits.
The State of Washington Local Government Investment Pool is the only
government-sponsored pool approved for investment of funds.
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TYPE
U.S. Treasury Obligation

Definition
Direct Obligations of the United States
Treasury whose payment is guaranteed by the
United States. RCW 239.29.020
Government Sponsored Enterprise or US US Government Agencies, Government
Agency Obligations
Sponsored Enterprises (GSE’s) Corporations or
Instrumentalities of the US Government –
Federal Instrumentality Securities include, but
are not limited to Federal National Mortgage
Association (FNMA), the Federal Home Loan
Mortgage Corporation (FHLMC), Federal
Home Loan Banks (FHLB), and the Federal
Farm Credit Banks (FFCB) or other
government sponsored corporation. RCW
39.29.020
Certificates of Deposit/ Bank Deposit/Savings Certificates of Deposit Savings or time
Accounts
accounts in banks, trust companies, savings
and loan associations of Financial Institution
(either banks or thrifts) which are a "Qualified
Public Depository" as defined by RCW
39.58.010(2) and in accordance with the
restrictions therein. RCW 39.29.020

Bankers Acceptance

Repurchase Agreements

Bankers Acceptances (BAs) drawn from a list
of the top 50 U.S. Banks by asset size provided
that banks with a short-term debt rating
below P-1 by Moody's or below A-1 by
Standard & Poors, as reported by the
Bloomberg financial service, will not be
included. Washington State banks may be
included if they are members of the
Washington Deposit Protection Commission
(PDPC), provided they have the same credit
rating as defined above. The list of banks may
be periodically updated without prior
approval by the Investment Board, provided
the list adheres to all other aspects of the
investment policy. This can only be transacted
on the secondary market not directly from the
issuer. RCW 39.29.010
Repurchase Agreements providing the
underlying securities are acceptable U.S.
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Government Securities, U.S. Government
Agency Securities, or U.S. Government
Sponsored Corporations, as previously
authorized, and subject to specific conditions
which will be listed in agreement documents
prior to transactions

Municipal Bonds issued by the State of
Washington or Washington Local
Governments

Bonds of the State of Washington and any
local government in the State of Washington,
which bonds have at the time of investment
one of the three highest credit ratings of a
nationally recognized rating agency. RCW
39.59.020

Municipal Bonds issued by any State and
their local governments that are GO Bonds
only

General obligation bonds of a state other than
the State of Washington and general
obligation bonds of a local government of a
state other than the State of Washington,
which bonds have at the time of investment
one of the three highest credit ratings of a
nationally recognized rating agency. RCW
39.59.020

Registered Warrants

Subject to compliance with RCW 39.56.030,
registered warrants and notes for Spokane
County and those districts in Spokane County
for which the Treasurer is the ex-officio
Treasurer. Such notes will be for short-term
financing for use in meeting cash flow and
operational needs only. This includes
Improvement Districts’ warrants which are
within the protection of the Improvement
Guaranty Fund. There must be certain
expected receipts and revenues to repay the
lending. The amount of the lending will not
exceed 8% of expected revenues.

Washington State Local Government
Investment Pool.

The Treasurer may receive a copy of the LGIP
Investment, Investment Policy and
Operations Manual and its most recent
audited annual financial statement, and will
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obtain monthly and quarterly reports of the
LGIP’s investment activity and return.
Direct District notes

Direct District Notes (issued in the form of
notes), with a term not to exceed five years,
of Spokane County and the districts in
Spokane County for which the County
Treasurer is the ex-officio treasurer. The
issuance of such debt must be approved by
the governing board of the borrowing entity
and must pledge the entities’ general or
operating fund revenue in support of
repayment of the principal and interest of
the debt.

2. Collateralization:
The Public Deposit Protection Commission (PDPC) makes and enforces regulations
and administers a program to ensure public funds deposited in banks and thrifts
are protected if a financial institution becomes insolvent. The PDPC approves
which banks and thrifts can hold state and local government deposits and
monitors collateral pledged to secure uninsured public deposits. Under the act,
all public treasurers and other custodians of public funds are relieved of the
responsibility of executing tri-party agreements, reviewing pledged securities, and
authorizing additions, withdrawals, and exchanges of collateral.
Collateralization is required on repurchase agreements. In order to anticipate
market changes and provide a level of security for all funds, the collateralization
level will be a minimum of 102% of market value of principal and accrued interest.
Collateral will always be held by an independent third party with whom the entity
has a current custodial agreement. A clearly defined evidence of ownership of the
collateral must be supplied to the entity.

IX.

INVESTMENT PARAMETERS
1) Diversification:
a. The County will diversify use of investment instruments to avoid incurring unreasonable
risks inherent in over-investing in specific instruments, individual financial institutions or
maturity dates. The diversification will consider the market climate and cash flow demand
at the time of investment in that the instruments selected will be the most advantageous
for the County without exceeding the maximum limitations set forth below. The target
distribution will guide investment decisions during normal economic times.
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Maximum constraints by Instrument
US Treasury Securities

100%

US Federal Agency Securities

75%

Certificates of Deposit/Savings (PDPC)

50%

Bankers Acceptance

10%

Repurchase Agreements

10%

Bonds of State of Washington or any local government in
the State of Washington

20%

Bonds of other States and local governments of
A State other than Washington GO

20%

Registered Warrants

15%

Local Government Investment Pool

100%

Direct District Notes

5%

WA State
Bank Compensating Balances

10%

Distribution by Institution (Issuer)
US Treasury Securities

100%

WA State Local Government Investment
Pool
US Federal Agency Securities

100%

Certificates of Deposit (within PDPC)

20%

Municipals

50%

5%
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2) Investment Maturity
The County will not directly invest in securities maturing more than five (5) years from the
date of purchase.
a. The maximum weighted maturity of the total portfolio shall not exceed 30
months. This maximum is established to limit the portfolio to excessive price
change exposure.
b. Liquidity funds will be held in the State Pool or in money market instruments
maturing six months and shorter. The liquidity portfolio shall, at a minimum,
represent six month budgeted outflows.
c. Investment funds will be the defined as the funds in excess of liquidity
requirements. The investments in this portion of the portfolio will have maturities
between 1 day and 5 years and will be only invested in high quality and liquid
securities.
d. Total Portfolio Maturity Constraints:

Maturity Constraints
Under 30 days
Under 1 years
Under 5 Years
Weighted Average Maturity
Maximum

Minimum % of Portfolio Total
10%
25%
100%
2.5 Years

e. Exception to 5 year maturity maximum: Reserve or Capital Improvement Project
monies may be invested in securities exceeding five (5) years if the maturities of
such investments are made to coincide as nearly as practicable with the expected
use of the funds.
f. The County treasurer may sell securities if it is to protect the principal of the fund,
adjust the position of the fund or to provide for liquidity.
3) Prohibited Investments
a. The County shall not lend securities nor directly participate in a securities lending
or reverse repurchase program.
b. The County shall not invest in mortgage-backed securities
c. Reverse Repurchase Agreements
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X.

RISK DISCLOSURES
All securities purchased directly for a separate account are considered direct
investments and have inherent market risks which are the same as the risks on
the investments in the Pool.
All securities purchased by the Pool shall belong jointly to the Participants who
shall share realized gains, income and any realized losses on a pro-rata basis. An
investment in the Pool is not an investment in a money market or bank account,
which typically has a lower- average maturity (under 60 days) and lower yield. An
investment in the Pool is not insured or guaranteed by the Federal Deposit
Insurance Corporation, Spokane County or any other government agency. The
interest earnings of the Pool, depends on amortized earnings and interest accruals
at prevailing investment rates and the fund is anticipated to remain at a stable
$1.00 value. The interest earnings of the Pool and direct investments are typically
higher than money market or bank accounts due to the longer average maturity
of the Pool and direct investments. The market value of the Pool’s underlying
securities, relative to the cumulative fund balances may vary and will be tracked
by the Net Asset Value (N.A.V.).
The Pool’s market value and the direct investments may fluctuate due to one of
the following or all of the following risks:
Income Risk: Because there may be fluctuation in market interest rates, the
amount of income generated by the Pool may fluctuate as well.
Counterparty Risk: A party to a transaction involving the Pool or investments may
fail to meet its obligations. This could cause the Pool or separate account to lose
the benefit of the transaction or prevent the Pool or account from selling or buying
other securities to implement its investment strategies.
Interest Rate Risk – Market Value Risk: The Pool and direct investment market
values will be affected by changes in interest rates. The rise and fall in interest
rates will make the price (i.e. market value) of the underlying security fluctuate,
and therefore, affect the value of the Pool’s investments and separate fund
investments. As a result, the value of the participant’s pro-rata share of the Pool
will fluctuate with the value of the underlying assets. This will affect the value at
which the pro-rata shares or separate securities will be reported on the books of
the Participant for financial reporting.
Credit Risk: A government or company that issues a security may not be able to
repay the principal or pay interest when due which could result in a loss to the
Pool. The risk tends to increase as an issuer’s credit rating declines, which impacts
the market value of the security. The Pool or direct investments may be made in
securities that meet the rating criteria of this policy; however, the rating on some
securities purchased may fall below this rating. The Pool or direct investments
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may continue to hold the downgraded securities at the discretion of the portfolio
manager.
Management or Portfolio Selection Risk: The portfolio manager’s judgement
about the market or interest rates, credit quality or value of a particular security,
or the market trends affecting a particular security may be incorrect and cause the
value of the Pool to decline.
Liquidity Risk: Liquidity risk is the risk that the Pool will experience if significant
net withdrawals of the Pool shares occur. The first source of liquidity is bank
deposits and LGIP funds, if those are not available then securities would be sold
to provide for cash needs. If there were not buyers for the portfolio securities or
they can’t be sold without incurring a significant loss the pool, then the pool would
incur liquidity risk. All the securities held directly or in the Pool, are considered
highly marketable securities with active buyers in the marketplace.
Risk Associated with use of Amortized Costs: The use of amortized cost valuation
means that the Pool’s stable $1.00 price value may vary from its market value
N.A.V per share. In the unlikely event that the Spokane County Treasurer were
to determine that the extent of the deviation between the Pool’s amortized cost
per share and the market value N.A.V. per share may result in material dilution or
other unfair results to the shareholders, the County Treasurer may cause that Pool
to take such action as it deems appropriate to eliminate or reduce dilutions that
cause unfair results to participants.
Corrective Actions:
The Treasurer may take such corrective actions, including but not limited to the
following: what the Treasurer determines in his discretion are in the best interests
of the participants in the Pool and for separate direct investments.
1. Restricting or suspending the redemption of funds, in such amounts and
upon such time restrictions as the Treasurer deems necessary;
2. Selling securities in the Pool prior to maturity to realize capital gains or
losses or to shorten average Pool maturity;
3. Withholding earnings otherwise payable to participants;
4. Establishing a net asset value per share by using available market
quotations;
5. Increasing, reducing, suspending or deferring the imposition of the fee to
administer the Pool.
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XI.

PERFORMANCE STANDARDS
1) The investment portfolio will be compared to the LGIP rate for yield purposes. It is
understood that the County Pool has a longer maturity risk profile than the LGIP and
should achieve a higher rate of return. A market benchmark of a 0-1 year or 0-3 year
treasury will be incorporated to report the risk and return structure of the portfolio
relative to the market benchmark.
2) The investment portfolio will be managed in accordance with the parameters specified
within this policy. The portfolio should obtain a market average rate of return during a
market/economic environment of stable interest rates. Portfolio performance will, on a
regular basis, be compared to appropriate established benchmarks set by the Treasurer’s
Office and SCFC.

XII.

INVESTMENT FEE CHARGES TO COUNTY FUNDS

RCW 36.29.020 allows the charging of an investment fee for providing direct service of investing funds.
Up to five percent of the interest earnings, with an annual maximum of fifty dollars, on each transaction
authorized by each resolution of the governing body shall be paid as an investment service fee. If the fee
amounts to five dollars or less, the County Treasurer may waive such fee. RCW 28A.58.440 allows the
charging of an investment fee for school districts. Five percent of the interest earnings, with an annual
maximum of fifty dollars, on any transactions authorized by each resolution of the board of school
directors shall be paid as an investment service fee to the office of county treasurer when the interest or
earnings becomes available to the school district or an amount as determined pursuant to RCW 36.29.022
and 36.29.024.
RCW 36.29.024 allow the charging of investment fees which reimburse the Treasurer’s Office for the
actual expenses incurred in administering the investment function under a local pooling program. This
fee is allocated to pool participants in a manner which equitably reflects the differing amounts and
differing periods of time the amounts were placed in the county pool. Any investment fees collected in
excess of actual expenses will be rebated to the pool participants on an annual basis.

XIII.

REPORTING

The Spokane County Treasurer shall provide monthly investment reports to the Finance
Committee that provide a clear picture of the status of the current investment portfolio and
transactions made over the last reporting period. This management report will be prepared in a
manner which will allow the Finance Committee to ascertain whether investment activities
during the reporting period have conformed to the investment policy. Appropriate sections of
this report will be provided to all pool participants.
A statement of the market value of the portfolio shall be issued at least monthly and provided to
SCFC. This will ensure that a review has been performed on the investment portfolio in terms of
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value and subsequent price volatility. The market values should be obtained from a reputable
and independent source.
SPECIFIC REQUIREMENTS
Book Yield
Holdings Report (including mark to market)
Transactions Report
Weighted Average Maturity or Duration
Compliance Report
Net Asset Value

XIV.

INVESTMENT POLICY ADOPTION

This Investment Policy shall be periodically reviewed by the County’s Finance Committee and
adopted by the Board of County Commissioners.
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XV.

GLOSSARY OF TERMS

Accrued Interest: The interest accumulated on a security since the issue date or since the last
coupon payment. The buyer of the security pays the market price plus accrued interest.
Agency Securities: Government sponsored enterprises of the US Government.
Basis Point: One-hundredth of 1 percent. One hundred basis points equals 1 percent.
Bear Market: A period of generally pessimistic attitudes and declining market prices. Compare
to Bull Market.
Bond: An interest-bearing security issued by a corporation, government, governmental agency,
or other body. It is a form of debt with an interest rate, maturity, and face value, and it is usually
secured by specific assets. Most bonds have a maturity of greater than one year and generally
pay interest semiannually. See Debenture.
Bond Anticipation Notes (BANs): Short-term notes sold by states and municipalities to obtain
interim financing for projects that will eventually be financed by the sale of bonds.
Bond Discount: The difference between a bond’s face value and a selling price, when the selling
price is lower than the face value.
Broker: An intermediary who brings buyers and sellers together and handles their orders,
generally charging a commission for this service. In contrast to a principal or a dealer, the broker
does not own or take a position in securities.
Bull Market: A period of generally optimistic attitudes and increasing market prices. Compare
Bear Market.
Buyer’s Market: A market in which supply is greater than demand, giving buyers an advantage.
Call: An option to buy a specific asset at a certain price within a certain period of time.
Callable: A bond or preferred stock that may be redeemed by the issuer before maturity for a
call price specified at the time of issuance.
Call Date: The date before maturity on which a bond may be redeemed at the option of the
issuer.
Collateral: Securities or other property that a borrower pledges as security for the repayment of
a loan. Also refers to securities pledged by a bank to secure deposits of public monies.
Commercial Paper: Short-term, unsecured, negotiable promissory notes issued by businesses.
Commission: Broker’s or agent’s fee for purchasing or selling securities for a client.
Core Fund: Core funds are defined as operating fund balance which exceeds the County’s daily
liquidity needs. Core funds are invested out the yield curve to diversify maturity structure in the
overall portfolio. Having longer term investments in a portfolio will stabilize the overall portfolio
interest earnings over interest rate cycles.
Coupon Rate: The annual rate of interest that the issuer of a bond promises to pay to the holder
of the bond.
Coupon Yield: The annual interest rate of a bond divided by the bond’s face value and stated as
a percentage. This usually is not equal to the bond’s current yield or its yield to maturity.
Current Maturity: The amount of time left until an obligation matures. For example, a one-year
bill issued nine months ago has a current maturity of three months.
Current Yield: The coupon payments on a security as a percentage of the security’s market price.
In many instances the price should be gross of accrued interest, particularly on instruments
where no coupon is left to be paid until maturity.
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CUSIP: A CUSIP number identifies securities. CUSIP stands for Committee on Uniform Security
Identification Procedures, which was established under the auspices of the American Bankers
Association to develop a uniform method of identifying municipal, U.S. government, and
corporate securities.
Dealer: An individual or firm that ordinarily acts as a principal in security transactions. Typically,
dealers buy for their own account and sell to a customer from their inventory. The dealer’s profit
is determined by the difference between the price paid and the price received.
Delivery: Either of two methods of delivering securities: delivery vs. payment and delivery vs.
receipt (also called “free”). Delivery vs. payment is delivery of securities with an exchange of
money for the securities. Delivery vs. receipt is delivery of securities with an exchange of a signed
receipt for the securities.
Discount: The reduction in the price of a security; the difference between its selling price and its
face value at maturity. A security may sell below face value in return of such things as prompt
payment and quantity purchase. “At a discount” refers to a security selling at less than the face
value, as opposed to “at a premium, “when it sells for more than the face value.
Fannie Mae: Trade name for Federal National Mortgage Association (FNMA).
Finance Committee: The Spokane County Finance Committee includes the Chair of the Board of County
Commissioners, County Auditor, and County Treasurer.

Financial Industry Regulatory Authority (FINRA): A self-regulatory organization that regulates
the over-the-counter market.
Freddie Mac: Trade name for Federal Home Loan Mortgage Corporation (FHLMC).
Full Faith and Credit: Indicator that the unconditional guarantee of the United States government
backs the repayment of a debt.
General Obligation Bonds (GOs): Bonds secured by the pledge of the municipal issuer’s full faith
and credit, which usually includes unlimited taxing power.
Ginnie Mae: Trade name for the Government National Mortgage Association (GNMA).
Government Bonds: Securities issued by the federal government; they are obligations of the U.S.
Treasury. Also known as “governments.”
Interest: Compensation paid or to be paid for the use of money. The rate of interest is generally
expressed as an annual percentage.
Interest Rate: The interest payable each year on borrowed funds, expressed as a percentage of
the principal.
Investment Portfolio: A collection of securities held by a bank, individual, institution, or
government agency for investment purposes.
Investment Securities: Securities purchased for an investment portfolio, as opposed to those
purchased for resale to customers.
Investor: A person who purchases securities with the intention of holding them to make a profit.
Liquidity: The ease at which a security can be bought or sold (converted to cash) in the market.
A large number of buyers and sellers and a high volume of trading activity are important
components of liquidity.
Liquidity Component: A percentage of the total portfolio that is dedicated to providing liquidity
needs for the County.
Mark to Market: Adjustment of an account or portfolio to reflect actual market price rather than
book price, purchase price or some other valuation.
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Municipals: Securities, usually bonds, issued by a state or its agencies. The interest on “munis” is
usually exempt from federal income taxes and state and local income taxes in the state of
issuance. Municipal securities may or may not be backed by the issuing agency’s taxation powers.
Non-Discretionary Registered Investment Advisor: A Registered Investment Advisor who makes
investment recommendations to the client which are approved by the client prior to execution.
Par Value: The value of a security expressed as a specific dollar amount marked on the face of
the security, or the amount of money due at maturity. Par value should not be confused with
market value.
Portfolio: A collection of securities held by an individual or institution.
Prudent Man Rule: A long-standing common-law rule that requires a trustee who is investing for
another to behave in the same way as a prudent individual of reasonable discretion and
intelligence who is seeking a reasonable income and preservation of capital.
Quotation or Quote: The highest bid to buy or the lowest offer to sell a security in any market at
a particular time. See Bid and Asked.
Spread: The difference between two figures or percentages. For example, the difference
between the bid and asked prices of a quote or between the amounts paid when a security is
bought and the amount received when it is sold.
Trade Date: The date when a security transaction is executed.
Trader: Someone who buys and sells securities for a personal account or a firm’s account for the
purpose of short-term profit.
Trading Market: The secondary market for bonds that have already been issued. See Secondary
Market.
Treasury Bill (T-Bill): An obligation of the U.S. government with a maturity of one year or less. Tbills bear no interest but are sold at a discount.
Treasury Bonds and Notes: Obligations of the U.S. government that bear interest. Notes have
maturities of one to ten years; bonds have longer maturities.
Yield: The annual rate of return on an investment, expressed as a percentage of the investment.
Income yield is obtained by dividing the current dollar income by the current market price for the
security. Net yield, or yield to maturity, is the current income yield minus any premium above
par or plus any discount from par in the purchase price, with the adjustment spread over the
period from the date of purchase to the date of maturity of the bond.
Yield to Maturity: The average annual yield on a security, assuming it is held to maturity; equals
to the rate at which all principal and interest payments would be discounted to produce a present
value equal to the purchase price of the bond.
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