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MISSION 

The Forty Fort Borough Council acknowledges its responsibility to properly manage the organization’s 
financial resources in order to support its mission of beautification of the community for individuals and 
families to enjoy.  

The assets within the Investment Portfolio (the “Portfolio”) are intended to help facilitate growth for the 
Borough and to provide a contingency reserve in the unanticipated event cash flows are insufficient to 
cover current obligations. 

  

STATEMENT OF PURPOSE 

The purpose of this policy is to establish guidelines for managing the Portfolio.  These guidelines will apply 
to the Council, its committees and officers as well as the investment advisor(s) and custodian(s) hired to 
assist with management of the Portfolio. 

The IPS will: 

• establish effective communication among all parties involved in the effective management of the 
Portfolio; 

• establish reasonable expectations, objectives and guidelines regarding the investment of the 
Portfolio’s assets; 

• set forth an investment structure detailing permitted asset classes, strategic allocations, and 
permissible ranges of exposure for the Portfolio, and; 

• create a framework for a well-diversified asset mix which can be expected to generate long-term 
returns at an appropriate level of risk suitable to Forty Fort Borough Council (the “Council”). 

• assign duties and responsibilities to all parties involved. 

The IPS has been developed from an evaluation of many key factors which impact the Portfolio’s specific 
situation and investment objectives.  This IPS is not a legal contract, but rather, a summary of the 
Portfolio’s investment philosophy which provides guidance for all parties involved in the investment 
process. 

 

INVESTMENT GOALS AND OBJECTIVES 

The objectives of the Portfolio are based upon a comprehensive understanding of the stated Mission 
outlined herein.  The objectives include: 

• maximizing investment returns within reasonable and prudent levels of risk; 

• maintaining an appropriate asset allocation and level of diversification based on a total return 
policy compatible with the stated Mission;  

• minimizing investment expenses; 

• expected tax consequences, if any, of investment decisions or strategies; 

• the needs of the portfolio to make cash flow distributions; and  

• the role each investment strategy plays with the overall portfolio. 
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Investment Risk 

The Committee recognizes and acknowledges that risk is the possibility for an investment's actual short-
term return to deviate from its expected long-term return, and potentially lose some its original value.  
Any investment which has the potential to lose principal value is a risk asset.  Common stocks are widely 
known to be risk assets, but other examples include corporate bonds, municipal bonds, commodities and 
real estate.  The only investments considered as truly ‘riskless’ include cash, FDIC-insured bank deposits, 
and U.S. Treasury Securities if held to maturity (e.g., Treasury bills, notes, bonds, etc.). 

The Committee also recognizes and acknowledges that to meet their long-term financial objectives, they 
must remain exposed to at least some level of risk.  Investment theory and historical capital markets 
return data suggests there is a strong correlation between the level of investment risk assumed, and the 
level of long-term return which can be expected. 

Performance Expectations 

In general, the Committee expects investment returns within the Portfolio to be consistent with the 
selected benchmark indices based on the asset allocation set forth in this IPS. Investment Advisor’s 
progress will be measured against this IPS; performance should be reflected gross and net of management 
fees. With regard to performance benchmarking, the overall Portfolio will be measured against a blended 
index of the component parts used to measure the equity, fixed income, and alternative asset allocations, 
as/if applicable. This blend will be weighted by the targeted strategic allocation proposed for the Portfolio, 
as outlined in this IPS. 

 

ASSET ALLOCATION GUIDELINES 

The Committee believes long-term investment performance, in large part, is primarily a function of asset 
class allocations.  History shows that while interest-generating investments, such as bond portfolios, have 
the advantage of relative stability of principal value, they provide little opportunity for real long-term 
capital growth due to their susceptibility to inflation.  On the other hand, equity investments, such as 
common stocks, clearly have a significantly higher expected return but have the disadvantage of much 
greater year-by-year variability of return. From an investment decision-making point of view, this year-
by-year variability may be worth accepting, provided the time horizon for the equity portion of the 
portfolio is sufficiently long. 

To implement the recommended asset allocation, the Account will invest into five distinct macro asset 
class segments (each a “Macro Asset Class”) as follows: 
 

Macro Asset Classes 
% Lower 

Limit 
% Upper 

Limit 

Cash Equivalents 2% 10% 

Fixed Income 10% 60% 

U.S. Equities 20% 60% 

International Equities 10% 30% 

Emerging Markets Equities 5% 15% 

Liquid Alternatives (e.g., Real Estate, Gold, Derivatives etc) 5% 30% 

*Cash percentages will be determined based on cash flow need from the account.  
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The limits are general guidelines for the portfolio allocations and are subject to change as market 
conditions change. For risk management purposes, we may need to go above or below any of the limits 
outlined to best serve the goals of the Forty Fort Borough. If we go below or above the limits for any of 
the asset class categories, this will be communicated to the committee.  

Prohibited Investment Activities 

Unless expressly authorized in writing by the Council or Finance Committee, any and all investment 
advisors and/or custodians engaged by the Forty Fort Borough will be prohibited from: 

• purchasing securities on margin or executing short sales; 

• pledging or hypothecating securities except for loans of securities which are fully collateralized; 

• purchasing or selling derivative securities for speculation or leverage; and/or 

• engaging in investment strategies that have the potential to amplify or distort the risk of loss 
beyond a level that is reasonably expected given the objectives of the Portfolio; 

 

REBALANCING GUIDELINES 

The percentage allocation to each asset class may vary by as much as + 10.0% from the minimum and 
maximum exposures outlined herein.  When necessary and/or available, cash inflows/outflows will be 
deployed in a manner consistent with a strategic allocation.  The strategic allocation will be reviewed 
quarterly. 

If the Committee deems cash flows to be insufficient to bring the Account within the strategic allocation 
proposed, the Committee shall decide whether to effect transactions to bring the allocations within 
threshold ranges.  In addition, the Committee at times may deem it necessary to deviate from the 
proposed strategic allocations (but within the permitted ranges) if certain asset classes are considered 
extremely overvalued and/or undervalued based on historical norms. 

 

DUTIES AND RESPONSIBILITIES 
 
Council 

The Council will share fiduciary responsibility for the Portfolio with the investment advisor and/or 
custodian for the Portfolio.  The Council is responsible for ensuring that appropriate policies governing 
the management of the Portfolio are in place.  

 
Administration 

Administrative officers are responsible for monitoring the performance of the portfolio and reporting the 
performance outcomes to the Council.  Additionally, the officers will assist the Council in carrying out their 
responsibilities. An administrative officer will act as the liaison with any and all investment advisors and/or 
custodians. 

Investment Advisor 

The Committee’s third-party investment advisor will be engaged in such a manner as to share in the 
fiduciary responsibilities of the Committee, and assist the Committee in managing the overall investment 
process and investment selections.  The Advisor will be responsible for guiding the Committee through a 
disciplined and rigorous investment process to enable the Committee to pursue their Duties & 
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Responsibilities as outlined herein. On the Committee’s behalf, the Advisor will apply the following due 
diligence in selecting the Portfolio’s investments: 

• Regulatory oversight:  Each investment should be offered by a regulated bank, an insurance 
company, a mutual fund organization, or a registered investment adviser. 

• Correlation to style or peer group:  The investment should be highly correlated to the asset class 
of the investment option. 

• Performance relative to a benchmark for each macro-asset class: investment’s performance 
should be evaluated against these benchmark returns, for 3-year, 5-year, 10-year, and since 
inception cumulative periods.  Benchmark returns for each macro-asset class are as follows: 

 

Macro Asset Class Benchmark 

Fixed Income Bloomberg Barclays US Agg Bond Total Return Index 

U.S. Equities Russell 3000 Index 

International Equities – Developed MSCI EAFE Index 

International Equities – Emerging MSCI Emerging Markets Index 

Liquid Alternatives Bloomberg Commodity Total Return Index 

• Performance over full market cycles:  To allow for prudent, long term investment management, 
performance should be considered over full market cycles (e.g. peak to peak, trough to trough) in 
order to achieve appropriate risk adjusted returns. 

• Minimum track record:  The investment’s inception date should be more than three years. If a 
fund is proposed to be added to the lineup with less than three years of a track record, we will 
ask the Committee for approval.  

• Holdings consistent with style:  The investment should have no more than 20% of its holdings 
invested in “unrelated” asset class securities (e.g., a U.S. Large-Cap Growth investment fund 
should not hold more than 20% in cash, fixed income, and/or international securities). 

• Expense ratios/fees:  The investment’s fees should not be within the bottom half (i.e., most 
expensive) of its peer group. 

 

Custodian 

The Custodian is responsible for the safekeeping of the Portfolio’s assets. The specific duties and 
responsibilities of the custodian include: 

• maintaining separate accounts by legal registration; 

• valuing the holdings; 

• collecting all income and dividends owed to the Account; 

• settling all transactions (e.g., buy-sell orders) initiated by the Advisor; and 

• providing monthly reports that detail transactions, cash flows, securities held and their current 
value, and change in value of each security and the overall Account since the previous report. 
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CONTROL PROCEDURES 

Performance Objectives 

The Committee acknowledges fluctuating rates of return characterize the securities markets, particularly 
during short-term periods.  Recognizing short-term fluctuations may cause variations in performance, the 
Committee intends to evaluate the Portfolio’s performance from a long-term perspective. 

Nonetheless, on a timely basis but not less than annually, the Committee shall meet with the Advisor to 
discuss and review: 

• the Portfolio’s current holdings and performance; 

• the Portfolio’s adherence to its investment guidelines; 

• any material changes to the Advisor’s ownership, investment philosophy and/or personnel; and 

• any legal, SEC and/or other regulatory agency proceedings affecting the Advisor. 

The Committee may require removal of any particular investment, if: 

• its performance falls below its median peer group over a 3-year and/or 5-year cumulative period. 
Consideration for the investment processes within each of the fund managers will be assessed 
and determined if the investment is appropriate given the overall investment objective; 

• there is an indication the investment is deviating from its stated style and/or strategy;  

• there is any meaningful increase in the investment’s fees and expenses; and/or 

• there is any occurrence of an extraordinary event which may interfere with the investment. 

 

Investment Policy Review 

The Committee will review this IPS at least annually to determine whether the stated investment 
objectives are still relevant and the continued feasibility of achieving the same.  

Any changes to the IPS will require no less than 7 affirmative votes from the council to proceed. Any 
changes that are approved will go into effect immediately. 

 

Withdrawal procedures 

Any expenditure must be for a tangible item and/or dedicated project that benefits the Forty Fort Borough 
residents and is for the beautification of the borough. 

Withdrawals may not exceed 5% of the account value on an annual basis. The Account value used to 
determine withdrawals will be set on January 1st of each year. The council will vote on all withdrawals and 
must have no less than 5 affirmative votes to proceed.  

Any withdrawals in excess of 5% of the account value in any given year must have no less than 7 affirmative 
votes to proceed. 

All transactions will require 2 of the 3 signers, rubber stamps will not be accepted. Eligible Signers are 
Council President, Council Vice President and/or Borough Manager. 
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APPROVAL 

This Investment Policy Statement was subsequently accepted and approved by the Council on 
__________________. 

 

X
Thomas Murray

President

  

X
Cara Devine 

Vice President

 

 

X
Bonnie Arnone

Borough Manager

 


