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lixhibit I 

INVESTMENT POLICY 

CITY OF- POR'|I,AND, OIìI]GON 

I. SCOI'E AND OBJEC'TIVES 

This Policy sets Iòrth currcnt critcria lbr thc operation of'tl.re investmcnt portlirlio. As 
ecclnol-nic col-rditions change, the Policy mery r-rcccl to bc aurenclecl to rcflcct ncw trcncis 
aucl o1:rportunities within thc Iì'amcwork of this Policy. It wili bc rccogr.iizccl that thc 
priurary objectives of the Investrnent Policy are to establish ¿ì corlst:rvatir¡e set ol' 
investlrcut critcria that will pruclently protect the City's prinoipal sunts ancl cnablc thc 
City to generate a fàir rate ol return fi'om its investl-nent activitres u,hile also providing 
arnple liquidity to nteet the City's claily cash rcquircmcnts. 

This Poltcy applies to the investmcnt of all funds on cleposit at the City of Portiancl 
'l-reasurer's Office, as well as all ttust funcls 1òr which the City has invcstntent 
responsrbility. All tn"rst or oustocii¿rl luncis shall be investecl ancJ achninistcred at the 
clirection ol'the City Treasurer. Funcls hcld by a'l'rustee or Fiscal Agents are excluclecl, if 
the City cloes not harre explicit inrzcstment authority. Def'crrccl Clompcnsatiolt lìl-rcls are 
goveruecl by separate rulcs and are not covcrecl within this Policy. 'fhe cstruratecl ¿ìvcrafle 
balance ol'investnents coverecl hercin r¿ìr.ìgc 1ìul $600 n-rillion to lì1.2 billion. 

Iìond prooeeds are inclr-rclecJ in thc City's portlòlio, lÌrctorecl into its structure and 
mauagecl to mcet cash-llow recluiremcr-rts. Specifìc invcstmcnts nlay on occ¿rsion be 
establìshecl tcl recogrtize the long-ten-r-l naturo ol'sonlc fincls (e.g. capital pro,¡ccts) ancl 

conform to legal restrictions (e.g. boncl covcrrants). Securities subject to arbitrage tlay be 
solc'l priol to their uraturity ancl rcinvcstccl in instrumcr-its with a lowcr yielcl to mininrizc 
arbitragc when thc transaotiolr cost ol'such action is economically acceptablc. 

I I. RESPONSIBILITIES AND STANDAIIDS OF CARTI 

Thc City Trcasurer will bc responsiblc fÌrr the implerncntation o1'this Policy. l-hc City 
lrc¿isurcr ancl tl.re Chiel'Aclnrinistrative O11ìcer (or clcsigncc) shall bc ar"rthori'zccl tc¡ 

pcrlòrur the invcsturent cluties. All pcrsons pcrfòrming ir-lvcstr-l-lcnt clutics oll bchalf of'tl-ic 
City shall clo so applying tlie "pruclent ¡rcrson" stanclarcl irr managing all finds fbr whicli 
tho City has invcstnent responsibility. All persons pcrlòrning irrrzcstmcnt clutrcs on 
bchall'of the City are bouncl by the City's Chartcr, Clocle. policics ancl achrinrstrative rulcs 
which incluclc br¡t arc not limitccl to thc City's Cocic o1'Llthics. 

Any at-t-tcttdmcnts to thrs Polrcy urust bc approvecl by thc City Cor-rncil afÌcl'scekrng the 
¿rclvrcc o1'tl-ie Chicl'Ac'hrinistrativc OI'fìccr'(ol c'losigncc), thc (lity'l'rcasulcr', ancl tlrc 
City's Invcstmcnt Aclvrsory Conrrnittcc (lAC). 'fhc City Council will aclopt a Clity 
Iurzcstl-r-lcl-it I'ol I cy aunu al I y. 

('i t¡, ¡ J' I)o.tlttrlcl 
Irlvcstnlc¡rt I)olicy 
Mrlch 20I2 
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III. TYPES OF INVESTN4ENl' AND DIVEIì.SIF'ICATION
 

Thc fbllowing types of rnvestments will be pemrittecl in the City's inr¡estnent portlòlio:
 

A. 	 Unitecl States Trcasurv Dcbt Obligations 

-	 Maximum Perccnt o1'Portlillio 100%\ 

-	 Maximum Maturity 7 Years 

(US Treasury hrflation Inclexed SecLrrities) l0 Ycars 

- Securities helcl lor salèkeeping at the City's custoclian bank or succr:ssor 

banl<. 

B. 	 Unitecl States Agency Debt Obligations 

- Maximum Percent of Portfolio 	 100o/o 

-	 Maximuur Matulity 3 Years 

-	 Maxir-nurn Perccnt o1'Portlblio Per Issuer 35"/o 

- Securities helcl fbr saf'ekeeping at the City's cr-rstocliau banl< or suoccssor 

bank. 

(,'. 	 Ilcpurchase Agrecments Secured by Unitecl Statcs 'l'reasury De bt 
Obligations 

Maximurn Percent of Portlò1io	 25ol¡ 

M¿rximum Maturity	 90 Days 

Only Prinary Govcnrtlent Securities Dealcrs rcportirrg to thc Fccler¿rl 

Reserve Banl< of New Yol'k nray be countcrpartics. 

Repurchasc agrcemer-rts c¿rnnot exceccl 2ol:t ol counterparty's IiabiIities. 

A signecl rcpurchasc agreement will bc otrtainccl in aclvarrcc ol-thc ilritlul 
cxccntictn of an investrnent. 

Securitlcs which scrvc ¿rs collatcral fìn' rc¡run'cl-ì¿rso ¿rgrccnclits ntust bc 
clelivercd to thc City's Trust Aocor¡nt at thc City's cr-rstoclian banl< or 
successor on a clclìvcry vcrsus paylcut basis. 

Collatclal fbr rcpurch¿ìsc agrccnlcnts may bc LJS'l'rcasr:ry sccuritics or IJS 
Agency Discclr"urt Notcs or (ìou¡ror-r secr"rritics only. Maxin-rr-ur-l rlatr:rity 
Iòr acccptable oollateral is tl-rree ycars. 

'l'he pricc paicl by thc'l'r.casirrcr lbr [Jnitccl Statcs'l'r'casury Sccr-rritics in 
thc rcpurchasc agrccurcnt shall nrlt exccecl alr<tunts or ltcrocnteigcs 
prcscribccl by writtcn policy of thc Orcgcln Invcstmcnt Council or thc 
Orcgon Short-T'crnr Irì'r"urcl [Joarcl crcatccl by OIìS 294.885. 
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D. 	 Intercst-Bearing Dcposits ('Iimc Dcposits, Interest-Bearing l)cposits, or 
Certifïcates of l)e¡rosit) in Banl<s ancl Creclit Unions in Cornpliance rvith the 
Provisions of ORS Clrapter 295. 

-	 Maximum Percent of Portlblio 50%¡ 

-	 Maxil-r-lur-l-i Maturity 1 Yc¿rr 

-	 Maxilrrulr Pcrcent o1'Portfblio Per Issuer 25%o 

-	 Sccurities hclcl in vault at thc City's Treasury 

Nclte: Dcposits placed in banks or creclit ur-rions which cio not particrpate in thc 
Oregon State Treasllrer's Public Fur-lcis Collaterahzatior-r Program (PFCP) shall be 
lirnitecl to amounts insurecl by the Fecleral Deposit Insurarroe Corporation (F-DIC) 
and the National Creclit Union Administration (NCLJA), as applicable. 

E. 	 Banl<ers' Accept:rnce lssuecl by Financial Institutions in Compliance With 
thc Provisions of ORS 294.035 

Maximum Percent of Portfolro	 25ol¡ 

Maximuur Maturity	 ó Months 

Maximurr Percent o1'PortlÌllio Pel' lssucr	 5%t 

Securitios to be 1-relcl lbr salèkeeping at thc City's custoclian banl< or 

successol'bank. 

F.	 Corporate Indebteclncss (Commcrcial Paper ancl Corporate Boncls) Issuecl 
by [Jnitecl Statcs Corporations in Conrpliancc With thc Provisions of OIìS 
294.035 

Conrbinccl Corporatc Inclcl-rtccincss: 	Maximul-rr Percor-rt o1'Portlblio: 35(% 

M¿rximlrm Pcrcent ol'Portfblio Pcr Issucr: 5ol, 

F.t	 Commcrcial Paper (CP) 

Minimurr Iìatings: Short-'l'crm (S1') ratings 01' A- I , P- I , F-- I (or bettcr) 
cquirzalcnt to thc sccuritics rlatur-ity, by any Nationally Iìccognizccl 
Statistical Rating Organizatiuns (NRSROs) ol'the Securities ancl Bxchangc 
Corrn.iission (SEC) at thc timc of purchasc. ln thc cvcnt ol'a sltlit rating 
(one higher/one 1ou,cr), thc lou,est rating will be utilizccl to evaluatc 
iurucstr-nent portlirlio compliance. 

Maxirlun.r Maturity 	 270 Days 

Sccuritics to irc heicl lÌrr salìkccping at thc Ciity's custoclian balllç or 
sLlcccssor 1-lanl<. 

Ir.2	 Corllorate Boncls 
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Minimum Ratings: Sliort-Telur (ST) or Long-Term (LT) boncl ratings 
of AA- ol' Aa3 (or bctter) ecluivalent to the securities matulity, by at least 
two Nationally Recognizeci Statistical Rating Organizations (NRSROs) of 
the Securities ancl Exchangc Comurission (SEC) at the timc of irurohase. 
In the event o1'a split ratrng (one higher/one lower), tlie lowest lating will 
be usccl to cvaluate invcstlrcnt com¡rliance. 

Maximum MatLrrity	 3 Years 

-	 Sccurities to bc hclc'l 1òr safèkecping at the City's custoclian bank or 
successor bank. 

G.	 Corporatc Debt Obligations Guaranteed by the Unitecl States Government, 
the Fecleral Deposit Insurancc Corporation (FDIC), or any other Unitecl 
Statcs Government Agcncy that Sponsors Commercial Deposit or Creclit 
Def'ault Protection Insur¿rn ce. 

Maxinr um Perocnt o 1' Portlòlio	 25% 

Maximum Maturity	 3 Years 

Maximum Percent ol'Portfblio Per lssuet'	 5% 

Securitics held f'or saf-ckccping at the City's custoclian bank or successor 
bank. 

Clorporate Debt Obligations backcci by an explicit guerrantec (payment of 
principal ancl interest) o1' the fill fäith ancl creclit o1' the Unitecl States 

Government, the lìecleral Deposit Insurance Corpolation (F-DIC), or ¿uly 

other Unitecl States Govemment Agency that provides Ièderally bacl<ecl 

col-nmerci¿il cleposit or crcciit clcfault protcction insurancc. 

'fhe explrcit guarantce o1' payment o1'' principal ancl interest must be 
rraintainecl throughcir.rt tlic lirll tcrm ol'thc clebt clbligation. 

l t.	 Municipal Bonds. Taxablc and ï'ax-Exempt Municipal lloncls lssuccl by 
Oregon state or local governments ancl thcir agcncies ancl authoritics, not to 
incluclc concluit rcvcnuc lroncls issue cl on bchalf of a non-govcrnmcntal cntity. 

Mininrum Ratings: LT: AalAa2 orbetter. ST: A-1/SP-l orbetter. Only 
one rating fi'om a Nationally I{ecognrzcc'l Statistical lìating Organizatior.i 
(NRSRO) ol'thc Sccr.rritrcs anc'l llxchange Comrrission (SIrC) at thc trrrc 
of'purchasc rs rccluirccl. ln thc cr¡cr-rt ol'a split rating (onc highcr/onc 
lowcr), thc lowest rating will bc usccl to cvaluate investment compliance. 

Maxiurum Perccnt pcr Purtfblio	 2501, 

M¿rximurr MatLrrity	 3 Ycars 

Maxir-l-lum Perccnt ol'Poltlirlio Pcr lssucr	 5'\1, 

Sccuritics to bc helcl fbr salèl<cc¡ling at thc Clity's custociian bank or 
success0r bank. 
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State of C)regon Local Government Invcstmcnt Pool(s) 

'fhe permitted maximum(s) as prescribecl by ORS 294.805 to 294.895 ancl all 
other applicablc Oregon Revlsecl Statutes. 
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IV. 	 POLICY COMPLIANCE 

Portf'olio clivcrsrfrcation recluirernents shall rcnrain consistent with those clescribecl wttl-rin 
Scction lll of'this policy. Divcrsifìcation rcquilcmcnts and polioy compliaurce llust be 
nlet ou thc settlellent clate ol'au investment transaction. l{'clue to unauticilratecl cash ilow 
recluiret-uents or other circumstances beyonci the City'ft'easurer's control, the ir-rvcstment 
in any security typc or financial issr¡er exceecls the limitations of'this policy, the City 
Tre¿rsurel is rcsponsiblc 1'or bringing thc investment pclrtlollo back into compliance ¿is 

soon as is practical. Portfblio compliancc is clctailecl in the Investment Report, wilich is 
procìr:ced montl.rly by thc City's -lreasury clivision. 

V.	 DISTRII}UTION OIT PORTFOLIO N,{ATURITIES 

Distribution, by maturity, of the investments is illustratecl below: 

M¿rturity Percentaqe of Funcls 

0-2 Ycars 50-100% 
2- I 0 Years 0- 500,1, 

This n-iatut-ity structure applics to the'lrcasury's best projection as to the lowest cash 
balancc thc portlolio will tc¿rcli cluring tlie cnsuing ñvc to ten ycal pcliocl. This 
prqcction shall be basccl in ¡rart upon historical balances ancl projectecl net cash lìows. I1, 

fbr cxarrpl<:, the plojectecl lowest cash balancc is $200 milhon, thcn up to lij100 million 
may bc investecl in tire two to ten yeerr maturity r¿ìngo. All other firncls must bc inrrestecl 
in lcss theur two-ycar lnaturities and must meet the City's cash l'low recluirements. The 
IAC will be consultecl prior to irnplemcnting a strategy o1'purchasing sccurities with 
maturities bcyoncl two years. The poltftilio's wcightccl avcrage maturity shall not exceeci 
cightccn (Ic3) months. 

VI. 	 QI.]AI,IFIBD FINANCIAI, INSTITU'TIONS AND IìROI(EIìAGtr 
ALLOC,,\T'ION 

Thc Chicl'AcLlinistrativc O1'fìcer (or clcsignce) ancl City 'l'reasurer, iu consultation witir 
the lAC, shall cstablish the r.naximun'i invcstment lo,cl with each Oregon clr.ralifìecl 

1ìnancial institution arrcl thc critcria 1Ìrr clctcrmirring which lìnancral institutions shall bc 
cligible to conclucl inr¡cstl-ncnt trausr.rctior-ls with the City. 'ì-r'casur-y will maint¿riu ¿r 

curt'cnt list ol'all brokcragc fìrms that havc bcen approvecl to coucluct invcstntcnt 
trausactiorrs with tlic C'rty, The City Trcasurer ancl IAC shall condr-rct ¿in annual review of 
cach a1r¡rrovccl 1ìnancial rnstitution to clctcnlir-lc wlicthcl it shoLrlcl rcn-rain on thr: 
lu¡rllrot etl Iist, 

Stalf'will strivc lbr bcst cxccurtion o1'tradcs, ancl sliall solicit con-tpctitivc bic'ls ol' o1'lers 
1òr all invcstablc ¿ìsscts. A minimurr ol'thr-cc c¡lrotcs h'om clil'fclont 1ìnancial institutiolts 
shall bc obtainccl lrelòrc cxccr:ting transactior-ls. T'reasury u,tll also vcrifi that thc l'¿rtcs 

bcing oÍ'lcrccl to thc Crty arc ratcs cornparablc to thosc available lbr similar invcstmcnts 
within thc natioual urarl<ct. lf'thrcc c1r-rotcs canl'rot trc obtaincrl lìr' a girzcu transaction, 
'T'roasury shall notc that lact on lirn-l-ls clocr-rr-r-lcntiug thc transaction. 'Ihc alloc¿rtion o1' 

lrrol<clagc busincss u,ill bc basccl upon which brol<cragc 1ìnl olìèrs thc best pricc to thc 
City on cach particular lrans¿rctlou. Whcrc two cll mol'c brol<crs havc oflèrccl the san-ic 
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best plice, ailocation will go to thc investment I'rrm that has provicled the best service to 
the City. 

VII. ME'|IIOD OII ACCOUNI'ING 

The City shall comply rvith all requirecl legal provisions ancl Cenel'ally Accelrtcd 
Aocounting Prir.rciplcs (GAAP). 'I'he accounting principlos are those containecl in thc 
pronoLulcencnts o1' authoritativt: bodies inclr-rcling, [rut nclt necessarily limitecl to, the 
American Institute ol'Certilìecl Publrc Acconntants (AICPA); thc Finanoral Accounting 
Stanclarcls Boarcl (FASB); ancl tire Governmcnt Accounting Stanclarcls Boarcl (GASB). 

VIII. IìEPOIìTING Iì.TìQUIRBMEN'I'S 

An Invcstment Report which provicles a cletailecl rcview of'the City's investments will be 
proclucod monthly. Copics of- the leport will be sent to thc Chief- Aclminrstrative Olhcer 
(ol clesignce), the City Treasurer, mernbcrs of the Crty Couucrl ancl mclnbcrs o1'the IAC. 
The report will provicle a rcview o1'the investment portfòlio inclucling, but not limitecl to: 

l.	 List of' portlÌllio holclings. 

2.	 Cul-rent yielcìs ancl c'listributions. 

-:) .	 Aurortrzccl cost, marl<et value and realizeci ancl uurcalizccl gains/losses, 

4.	 Li st o1' transacti ol-ls. 

-5.	 Divcrsi lic¿rtioll irrlrlysis. 

ó.	 Comparisons to benchrrarks. 

7.	 Dcl-nonstration ol'the investurent portfblio's com¡rliance with this Invcstmenl 
Policy. 

IX. IN'I'EIìNAI, C]ON]-IìOI,S 

Tho intcrnal controls oi'thc City ol' Portlancl's 'frcasur-y are revicwccl and testecl by the 
City's intemal anci cxtcrnal ar¡ditors, 

All tracles whcre alrlrlicablc will bc cxccr-rtecl by clclivcry vs. paylrcnt (DVP) to cnsure 
that sccr,rritics arc clcpositccl in an cligiblc fìuancial institr-rtior.r ¡rrior to the rclcasc of 
lincls. All clclivcrablc socuritics will bc helcl by thc City's cicsignatcd custodian tbr 
salèl<ccping. 

X. PER FOR N,IANC It IIVALUA'I I ON 

'fhc C-'ity's it.rvcstnicnt pcrlònlancc shall bc rcvicwccl n.ronthly by thc Chicl 
Adrninislrativc OfÏccr (or clcsigncc). I)crlìrnlancc cvalurations within thc invcstnrcnt 
incluslry arc conllllonly rcfirrccl to as bcuchmarl<ing. 'l'hc bcnchlrarl< usccl in thc 
Iuvcstrrcut lìcpclrt is a blcnclcd yiclcì that rs rcprcscntritivc ol'thc City's iurzcstulcut 
holclings anci lias an ccluivalcnt wcightccl avcragc n-iaturity ol'thc portlblio. It is cr-rn'cntly 
calculatccl using an lnstitr-rtion¿rl Mor-lcy Markct lrr-rncl yiclcl ancl thc 2-ycal LJ.S.'frcasLrry 
Notc yiclcl. Adclitionul cornlrarativc yiclcl analysis rncluclcs [J.S. 'l'rcasLrry [3ills ancl 

Notcs, IJS Cor¡crnrrcnt Agcncy obligations ancl top-ratccl C'orporatc Boncls. llistorically, 
thc City has also r"rsccl thc Statc oI'Olcgon's l,ocal Covcrnrlcnt Invcstrncnt Pool yiclcl. 
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XI. ANALYSIS OF INVESTMENT RISKS 

ln analyzing the City's Investment Portf-olio, there are three areas of nsk exposure that 
the City con{ì'onts thloLrgh its investmeut aotivities. Th<l fìrst risl< confrotrting the City is 
intelest rate risk. 'fhis risl< is thc unccrtainty of the sizc of fiture incomes flom sccuritics 
caused by 1'luctuations in the gcneral levcl of interest rates in the capital marl<cts. 

Interest rates are subject to clranatic fluctuatious aucl, therelòre, the City's lnrrestment 
Policy is desigr-rec1 to nriniurizc intcrcst rate risk. l-liis is accomplisl-red by limiting 
investnents to a maximum rlatulity of' sevcr-l yeals (tcn ycars ftir Treasury lnllation 
lnclexec'l Secunties only), ancl by investing to nreet tlie City's cash 1'low recluirements. 

The secoud area of risk exposure confi'onting the City can be tern:red purchzising powcr 
risk. lt is preclorlinantly the risk associatecl with inÍìation. Tiris risk c¿ur be defìnecl as 

the unoertainty o1'thc lrurohasing power of interest ancl principal to be receivecl in the 
future . It can tre easily recognizecl that if the amount of income lì'om a security in cul'rcnt 
clollars remains unchangecl over a periocl ol'tìme while inflatiou is rising, then the arlount 
of income in constant clollars declines ancl the constant value of the principal to be 
t'cceivecl also clecliues. 'fhe City's hrvestl.ncnt Policy is clcsignecl to mitigate this risk 
through the short-term naturc ol the portfbiio r.naturity rcquiretrrents as well as the ability 
to invest in US Treasury lnl'lation lnclexecl Securities. 

'fhe final risk is crcclit risl< or the fìnancial risk ol'not rcceivir.rg principal ancl interest 
when clue fi'our an issuer. The types oi'invcstnrents lrernittccl by the Investrlcnt Policy 
seek to miniurize tliis risl< by the conservativc naturc o1'thc ¡renr-rissitrle investr-nents ancj 

by estabiishing saf-e lirnits on the levcl of invcstnents with Oregon financial institutions 
ancl issuers of corporate inclebtechress and monìtoring their creclit cluality oll ¿ì11 ongoing 
basis. A port{òlio policy stressing a relativcly short nraturnty scrvcs to aclclitionally 
miltimize credit lisk. 

'['herelòrc, it rs thc conclusion that thc shortcr the portlblio is in ten-us clf'nraturity, the 
lcss risk exposure the City l'accs with legarcl to thc all threc majol areas ol risks 
coulì'outing the City's invcstmcnt activities. The policy o1'maintaining 100% o{'the 
finds in secur-ities nraturing in scvcn years or less (tcn yeals 1òr LJS'l'reasr-rry Inl'latron 
lnclcxeci Securitics only), provicles amplc fìcxibility to canr capital gains on the Cìity's 
iuvestmctrts by cxtencling lincls out to longer maturitrcs whcn ilttercst rates are {'alling, 
yct avoicls thc cxtreme ¿ìl-uour-rt ol'exposurc to intcrcst ratc risl< anc'l purchasiug power risk 
that exist in longcr-tcnl portlòlios. 
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XII.	 SECUIUTIES I,ENDING AND IìBINVBS]'MENT OF' CASII 

COLLAI'EII.AL 

GËNEIìAT, 

The policy gr"riclelines sct lòrth below shall only govcnl thc Cìity o1'I)ortlancl's sccr"rlitics 
lerrcling progralr ("SLI"';. The 1òllowing SLI' gr"rrclclrnes shall only a1rp1y to the 
reinvcstment ol'cash collateral witliin the context o1'the City's St-P. 'Ihc City'l-reasurer, 
ir.r conjunction with thc City's St.P Agent, shall be lcsponsible fòr implcmcnting thc Sl-P. 
In thc absence of the City Treasurcr, thc Chiel'Actlinistrative OI'fìcer (or clcsignee) shall 
be responsiblc lirr the inrplen.rcntation of'the SLP on bchalf'o1'thc City. 

The objective of the SLP is to utilize a pruclent investment man¿ìgelnent approach to earn 

inclemental incorne above that which is generertec'l lì"om thc sccr"rritres contained the 
City's investment portfblio. All reinvestment of casi.r collateral shall be r.lracie taking intcr 

consrcleration the fòllowing objectives: preservation of principal, liquiclity ancl Letum on 
investllent. 

PROGIìAM MANAGI]MENT 

In orcler to minimize disruption of cash and invcstmcut r-u¿ulagcnrcnt opcrations, a single 
f-rnancial institution shall be sclected to sen¡e as tl-rc City's SLP agent ancl securities 
custoclian. Sr-rblect to a lòrm ol'loan agleement ancl ir-l ¿rccorcl¿rnce with tlie City's SLP 
policy guiclclines, the SI-P agent will arrange tire tenls ancl condjtions of security loans; 
monitor thc l-narkct v¿iluc of'socurities lcut anc'l thc collatcral reccivocl; ancl invcst thc cash 
rcceived as collateral. 'l'he Sl-P agent will ¿ìrrange fbr all loans o1'securities helcl in 
City's custoclial âcconnt ancl may act upon aurthorizecl inrzestment instructions consistent 
with provisions o1' this section o1' thc policy. l'hc SI-P agerrt shall Lre rccluirec'l to 
indemnify the City fì'on-r äny loss ¿rs a rcsult olborrowcr lo¿ui dcfìiult or sirrple I'ailure to 
return loanecl securities. 'l'hc SI-P agcnt shall [rc lcsponsiblc lir rronitoring, rcporting 
aud remeclying circumst¿rnces ol'uon-corlrpliance with the City's llolrcy. 'l'he SI-P agent 
must prorriclc monthly accounting, perfòn-nance, courplìance ancl lrauÍ,ìgclllcnt reports thüt 
will be submittecl to thc City Tleasurcr ancl Chicl'Aclmìnistr¿rtivc Ol1ìccr (ancl/or 
clesignec). 

I.OAN GUIDELINIIS AND Atjl'l-lolìIZBD INVESI'MhNl'S OF CASII 
COLLAT'EIìAL 

Secuntics may be placcd on loan rl'the lòllowing critoria h¿ivc bccn r-nct: 

A.	 'l'he City rcccivcs LJ.S. clollar'-clcr-ror-ninatcrl casli ls collltcrrl. 
B.	 All borrowcLs n-lnst plcclge ancl clelivcr-cash collatcr-al lbr cach loan cclual 

to at lcast 102 percent ol'thc valLle ol'thc loauccl sccuritics ¡rlus accrr:cc'l 

intcrcst. at thc tirlre the loan ls initiatocl. 
C.	 All sccurritics arc loanccl on a lilly collatcralizccl basis. -l-hc marhct valuc 

o1'thc collatcral must l-rc maintainocl by tlic SI-P agcnt at a lcvcl that is not 
loss than 102%t oi'the markct valuc of thc sccurities loauccl. 

D	 Thc SLP argent proviclcs nolr.nal scttlcmcnt liclLriclity (ncxt clay) 1òr all 
loancd sccuritics. 

11.	 All lcncling countcr¡rartics rlust lrc primary clcalcrs in [Jnitcci Statcs 
Govcrnnrcnt Sccr"rritics as rccogurt,ctlby thc Fcclcral lìcscrvc llaul< of'Ncw 

l'itgc t) 
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Yclrk, herealler, "Primary Dt:tì1er", ancl have an exccutecl rnaster securities 
lencling agreement tn placc priol to irritiatrng any transactions. Net capital 
of'all lencling counterparties rnust tre in excess o1'fì100llrillion. 

F. 	 No rnol-e than 25o/o o1' ¿rssets on loan are placccl with the satlc lcncling 
counterparty.

G. 	 No l.nore than l5(% o1'the City's total portf'olio may be on loan at any 
givcrr tinre. 

H. 	 Irach security otr loau must ¿rccoLurt fbr less than 50%r o1'the total amoutrt 
issuccl ancl outstancling. 

The SLP ageut is authorized to ìnvest cash collateral in the f'ollowing securities: 

A. 	 Unitecl States Tleasury Bills, Notes ancl Bonds 
I . 	 Maxrururn r-r-raturity of 90 clays.

2. 	 Maxirnum 0/o o{'collateral reinvcstment Portfblio - 10001, 

B. 	 Uuitecl States Govcrnment Agency Securities 
l. 	 Fecleral National Mortgage Association (FNMA).
2. 	 Federal Ilome Loan Bank (FIJLB).
3. 	 Fecleral Farm Creclit Bank (I.'F'CB).
4. 	 Ireclelal l-lon-re Lo¿ur Mortgage Corporatior.t (I.-LILMC').
5. 	 Government National Mortgage Association (GNMA).
6. 	 Maximurn fìnal maturity of 90 ilays.
l. 	 Maxrmuur % of collater¿rl rcinvestnent Portfblio - 100% 

C. 	 Repurchase Agreements 

L 	 All counterparties rnust be Primerry Deaier as recogr-rizecl lry the 
Iì'ecleral Rescrve Banl<. 

2. 	 'lhe counterparty rnust have an executecl repurchase agrccurcnt ir-r 

place . 

3. 	 Maxitruur uraturity o1'repurchase ¿ìgreelllcnts shall bc I [rusiness 
cìay. 

4. 	 Maximun'2, oi'collateral reinvestment PoúIòlro - 100%, 

,5. 	 Revcrsc repulchase atgreenrents are nclt ltcrn-rittccl invcstllronts, 

6. 	 No r.nore than I 5o/o c>t loan-cligible asscts shall be placecl with a 

singlc countcrparty. 

1. 	 Collateral must bc clclivcrccl to tl-rc City's custoclial accoLrnt or to 
¿u-r ¿tccolurt establishecl 1òr tlic bcncfìt ol'thc City pulsLrant to thc 
tcnrts ol'thc spocilìc rcpurchase ägleemcnt iu thc l-l¿ur-lc ol'thc City. 

8. 	 Cclllateral i'or rcpurch¿ìse ¿rgrccments mzry iucluclc auy corrbination 
of llrc fìrllowirrg: 

a) tJnitcdStatcs'l.rcasurySecLrntlcs 
( I ) Collatcralizecl at I 02 pcrccnt 

b) 	 Unitcd Statcs Govenr-ncnt Agcncy Sccr"rntics. 
(1) Collatcralizccl at 102 l.rcrccnt 

I)agc I 0 
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c) [Jnitecl States Govemrnent Agency Mortgagc Sccurities 
( 1) Collatcraliz,ed af 102 pcrccnt 

d) Commcrci¿rl Paper ("CP", 
( 1) CollateraIi'zed at 102 perccnt. 
(2) Iìating rrust be AllPl or bcttcr by Stanclarcl & Poor's 

arrcl Moocly's lnvestors Services, respectively at the 
tinc o1'¡.rurchase. 

c) Corporate Fixed ilr Irloating Ilatc Notes 
(l) Collatcralizcd at 105 lrercent. 
(2) Rating must be "AA" or "A¿ì2" or higher by Stanclard 

& Poor's or Moocly's Iuvestors Scrvices, respcctively at 

the tirre o1'purchasc. 

'l'he weightecl average n'raturity of the securities on loan and the cash collateral 
reinvestrlents shall not exceeci 30 c1ays. 
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