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I.  CASH AND INVESTMENTS

Effective cash management is essential to good fiscal management.  Investment returns on funds not immediately required can provide a source of revenue for the Minnesota Valley Transit Authority.  Investment policies must be well-founded and uncompromisingly applied in their legal and administrative processes in order to protect the MVTA funds being invested.

LEGAL ASPECTS
Minnesota Statutes govern the investment of funds held by government entities, including the MVTA.

A.
Investment Instruments Authorization - Minnesota Statutes Chapter 118A 


authorizes the following investment instruments:



a.
United States Treasurer obligations



b.
Federal Agency issues



c.
State and local government general obligations (A-rated) and 




revenue obligations (AA rated)



d.
Repurchase agreements (“repos”)



e.
Certificates of deposit



f.
Commercial paper of the highest rating from at least two ratings 




agencies



g.
Bankers’ acceptances - prime



h.
Money Market funds, including shares of a Minnesota joint powers 




investment trust (MJPIT), e.g., the 4M Fund, investing in those 




securities listed in a. through g. above

B.
Depositories and Safekeeping Institutions - Annually, the Board will 


designate depositories for cash.  If applicable, the Board will also 


designate a safekeeping institution for its investments.

ADMINISTRATIVE PROCESS
Investment Objectives:
Investing the MVTA funds shall be undertaken in a manner that seeks to insure the preservation of capital in the overall portfolio.  Safety of principal is the foremost objective; liquidity and yield are also important considerations.  It is essential that funds are always available when needed; therefore, the investment goal is to maximize yield while providing cash flow to meet expenditure needs.


Standards of Independence and Prudence:
Investment officials participating in the investment process shall seek to act responsibly as custodians of the public trust and shall avoid any transaction that might impair public confidence in the MVTA’s ability to operate effectively.

Investment officials, acting in accordance with written procedures and exercising due diligence, shall not be held personally responsible for a specific security’s credit risk or market price changes, provided these deviations from expectations are reported immediately and that appropriate action is taken to control adverse developments.

Investment Strategies:

1.
Funds held as cash flow reserves (see Section II - Reserves 2, of this 


Financial Management Plan) shall be invested in a MJPIT account to 


maintain high liquidity.


2.
Funds established in a Contingency Reserve Fund (see Section II - 



Reserves 1.) may also be invested in a MJPIT account.  When high 



liquidity of funds is not essential, contingency reserve funds or other 



excess cash may be invested in securities outside a MJPIT to enhance 



investment return.


3.
To the extent the MVTA invests outside a MJPIT:



a.
It shall obtain, prior to conducting business with a financial 




institution, a completed “Notification to Broker and Certification 




by Broker” statement from that financial institution in accordance 




with State statutes.



b.
It shall solicit offers from at least three authorized, reputable 




financial institutions for options with regards to term and 




instrument at each investment opportunity.  It shall accept the 




offering that it determines best complies with the investment 




objectives outlined above.



c.
All transactions will be “delivery vs. payment,” which means that 




payment for the investment will be made only upon delivery of the 




security to a safekeeping institution designated by the MVTA.



d.
Speculative investments are not allowed.  The MVTA will not 




purchase investments which, at the time of investment, are not 




intended to be held to maturity, or which the MVTA would not be 




able to hold to maturity because of cash flow requirements.  This 




does not mean an investment cannot be sold prior to maturity.

Reporting to the Board of Directors
Investment officials shall report semi-annually to the Board on the yield and status of the MVTA’s investment portfolio.

II.  RESERVES

It is important for the financial stability of the MVTA to maintain reserve funds for unanticipated expenditures or unforeseen emergencies, as well as to provide adequate working capital for current operating needs so as to avoid short-term borrowing.

POLICY STATEMENT
1. The MVTA will include in their annual operating budget a line item for Reserve/Contingencies equal to two (2) percent of the amount of the annual operating budget. This fund is available for appropriation by the Board for unanticipated expenditures and unforeseen emergencies.  

2. The MVTA will strive to maintain the unreserved fund balances in accordance with guidance issued by the Office of the State Auditor. The MVTA will maintain its unreserved fund balance in the general fund at a minimum of 4 months of operating expenditures. This will provide the agency with funds to meet both unexpected fluctuations in its revenues and to fund capital expenditures before reimbursement.
3. The MVTA will also restrict fund balances as needed to meet legal mandates imposed by external agencies and agreements.

III.  OPERATING BUDGET

The Operating Budget is the annual financial plan for funding the costs of transit services and programs.  The Operating Budget includes funding from property taxes, private vehicle capital, fares and interest.

1. The Executive Director shall submit a balanced budget in which expenditures shall not exceed the total of the estimated funding sources and available fund balance.

2. The MVTA will coordinate the development of the capital improvement budget with the development of the operating budget.  Operating costs associated with new capital improvements will be projected and included in future operating budget forecasts.

3. The impact on the operating budget from any new programs or activities being proposed should be minimized by providing funding with newly created resources whenever possible.

4. The MVTA will establish a budgetary control system to help it adhere to the budget.

5. The MVTA staff will provide regular monthly reports comparing actual revenues and expenditures to the budgeted amounts.

6. The operating budget will describe the major activities to be achieved and the services and programs to be delivered for the level of funding provided.

Budget / Funding

	Operating Budget


	
	Capital Budget

	(
	
	(

	- Property Taxes (local levy authority)
	
	- Property Taxes (Metro Council authority)

	- Fare Revenue (Metro Council Authority)
	
	

	- Private/Public Vehicle Capital Credits (Metro Council Authority)
	
	-  Competitive Applications

     - Buses

     - Trail Linkages

     - Park-and-Ride Lots

     - Garage / Equipment

	- Interest
	
	

	- Property Taxes (Metro Council Levies tax)
	
	

	- Leasing / Special Revenues
	
	


IV.  FINANCIAL MANAGEMENT

The demand for services and the cost of building and maintaining the MVTA’s infrastructure continues to increase.  No public agency can afford to accomplish every project or meet every service demand.  Therefore, the following set of principles serves to provide a framework to make decisions.

The MVTA will implement a six-year  Capital Improvement Program (CIP)  in coordination with the Region.  Each year, a listing of projects for submission to the Regional Capital Plan will be prepared.  The finance committee will review the list of projects to be submitted for action by the Board.

Projects that do not receive funding or receive partial funding will be reviewed again by the finance committee to determine if other funding sources are available and or appropriate.

As part of the MVTA’s partnership efforts, we will evaluate projects to identify:


Partners to share in service delivery


Use of private partners when feasible


Investigate collaborates to write applications and submit projects jointly

Several revenue sources, such as property taxes and passenger fares are outside the direct control of the MVTA.  However, the Board will review regional revenue policy changes and will work to prevent future financial problems or emergencies.

The majority of funding for all transit services is currently supported by local property taxes.  Should a change in funding occur, the MVTA supports the position that it is essential that any change in funding is distributed in a manner that ensures adequate support for our services and is commensurate with local taxaes collected for transit service.

V.  ACCOUNTING, AUDITING AND FINANCIAL REPORTING

The key to effective financial management is to provide accurate, current and meaningful information about the Transit Authorities operations to guide decision making and enhance and protect the MVTA’s financial position.

POLICY STATEMENT

1. The MVTA’s accounting system will maintain records on a basis consistent with generally accepted accounting standards and principles for local government accounting as set forth by the Government Accounting Standards Board (GASB) and in conformance with the State Auditor’s requirements per State Statutes.

2. The MVTA will establish and maintain a high standard of accounting practices.

3. A primary goal of the MVTA accountant is to provide timely monthly and annual financial reports.

4. An independent public accounting firm will perform an annual audit and issue an opinion on the MVTA’s financial statement.

5. Annually the Finance Committee and staff will meet with the Auditors to review the audit report.

6. A report summarizing our performance related to the policies contained in the Financial Management Plan will be provided annually to the Finance Committee.
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