
Risk Mitigation and Best Practices Policy

Insurance (Errors & Omissions and Directors & Officers)

The Town of Lunenburg presently delegates the management of specific investments of

trust accounts which fall under the purview and oversight of the Board of Trust Fund

Commissioners, to a Private Trust Company (PTC) which as of the writing of this policy is

Bartholomew and Company. The PTC holds a fiduciary role and insulates the town from

risk to some extent (specifics are contained in the contract agreement between the Town

of Lunenburg and Bartholomew and Company).This contract document is held in the office

of the Treasurer. Unless otherwise specified in the individual trust documents, by

declaration of that specific trust, the contract with Bartholomew and Company is the

controlling document outlining the insurance based on the risk of investments. Any and all

people including directors and officers of the PTC are insured and bonded. This should be

available for periodic review annually by the Board of Trust Fund Commissioners.

Trust Administrative Memorandum

A trust administrative memo (TAC memo) should be available for inspection by the Board

of Trust Fund Commissioners, that has been prepared by either the trustee of the

individual trust, trust counsel, or the operating team of a PTC to ensure that all param eters

are covered in governance including but not limited to the nature of trust assets, the issues

in the trust, and the administrative activities necessary under both state and federal law

and within the trust document. Verifying that all aspects of management and operation are

clearly written out for review by the Board of Trust Fund Commissioners.

The Board of Trust Fund Commissioners should review this memorandum annually or

whenever changed within the year, which should spell out the following 3 parts clearly, in

an understandable language.

The TAC Memo should contain the following which should be reviewed by the Board of

Trust Fund Commissioners:
A table summarizing salient information

• A descriptive section summarizing the trust provisions as well as setting out

observations by the administrative team (supra)

A table listing outstanding routine tasks that need to be addressed as part of the

trust "on-boarding" process.

The memorandum should also address any gaps such as the lack of strong

retention language in the trust document or lack of authorization to delegate

investment authority, or limitation on investments - often found in older

documents.
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• If the role of the PTC reaches unacceptable levels of risk in the management,

sufficient to warrant a refusal of the appointment as the right person to manage the

fund, this should be raised before the commission to understand what issues are

involved in refusing to act (often there is no clear succession).

In the case of a PTC, the commission needs to be able to review the TAC memorandum

and ask questions, relying on the administrative team of the PTC to prepare these

memoranda and raise issues of interest or concern to the commission.

The commission should hold Quarterly Communications with Beneficiaries along with the

PTC as a best practice, and that the commission have regular and frequent
communication with the trust beneficiaries. In the case of a PTC, quarterly meetings or

communications with beneficiaries and Trust Commissioners and an annualin-person

review are integral to the function of the commission. The quarterly review process

ensures constant communication between the commission and the beneficiaries and

enables the commissioners with the PTC to minimize confusion or missed expectations

with respect to trust management, diversification of investments and operation. Quarterly

beneficiary communications should consist of a trust administration and investment

letter, and/or a PowerPoint summary. Additionally, a call may be conducted by the

commission with the administrative team of the PTC. Annual reviews are typically more in-

depth, should be in person, and should include a broader group (attorney, CPA, investment
committee of PTC the finance director and treasurer, town manager and selectboard anp

finance committee) and include any outside investment managers, if any, and should
include an invite of the benefactors of the trust.

Commission Best Practices

Do understand the implications of the Prudent Investor Act and MGLA 203C et seq.

and the Principal and Income Act MGLA 203d et.seq. on trust management.
• Do understand your rights and responsibilities as a commission MGLA Ch. 41 Sec

45 and Lunenburg Charter Article 3 section 3-8

Do create a philosophy for the PTC to follow in the creation and operation of the

enterprise.

Don't let donor knowledge, personal views, or prejudices obscure legal obligations
as a commission.

Do focus on collaboration and consensus. Ensuring that all parties act in sync and

that beneficiaries receive sufficient financial planning and education about the

importance of trusts for their long-term financial well-being.

Do have clear, repeatable metrics for making investment decisions, implementing

trust structure and distribution decisions.
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