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City of Gresham
Finance Committee
Wednesday, July 20, 2016
Executive Summary

4. Elect New Chair

The Chair position is elected in July of even-numbered calendar years. The position is
currently held by Curt Hugo.

Requested Action: Election of Chair

4. Investment Policy Review
Presented by Susan Brown, Finance & Accounting Services Manager
The City annually reviews and updates its Investment Policy. Proposed revisions have been

sent to the Oregon Short Term Fund Board for their review. Ms. Brown will present the
changes to the Finance Committee and will recap the discussion with the Board. Staff will
then request the Finance Committee’s approval of the changes prior to the policy being
considered by Council in September.

Requested Action: Recommendation to Council

5. Council Workplan Project Updates
Presented by Sharron Monohon, Budget & Financial Planning Director and Bernard
Seeger, Finance & Management Services Director
Ms. Monohon and Mr. Seeger will provide information on the status of Council Workplan
projects and other key initiatives that are underway currently.

Requested Action: Information Only



Minutes

City of Gresham Finance Committee
Wednesday, May 18, 2016, 7:00 p.m.
Conference Room 3A

Finance Committee Members Present:
Curt Hugo, Chair

Jan Baker, Vice Chair

Jared Koga

Sue O’Halloran

Janine Ross

Paul Warr-King

Kris Leibrand (Recording Secretary)

Finance Committee Members Absent:
Don West

Council Members in Attendance:
Karylinn Echols

Staff Members in Attendance:

Sharron Monohon, Budget & Financial Planning Director
Bernard Seeger, Finance & Management Services Director
Susan Brown, Finance & Accounting Services Manager

Convene Meeting
Chair Hugo convened the meeting of the Gresham Finance Committee at 7:00 p.m.

Minutes of March 16, 2016
A motion was made by Ms. O’Halloran and seconded by Ms. Ross to:

“Approve the minutes for the March 16, 2016 Finance Committee meeting as submitted.”

MOTION CARRIED UNANIMOUSLY
Public Comment
None.

Line of Credit Renewal/Extension

Ms. Brown provided information regarding the line of credit renewal. The tax-exempt line of
credit expires July 15, 2106. This is on the Council agenda to approve the extension of the line
of credit on July 5, 2016. This would be to extend the $10 million tax-exempt line for an
additional 2 years. Ms. Brown said we recently drew on the line of credit for the Kane Road
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repairs. She said there is not a list of specific things we will use the line of credit for at this time,
but there is a list of potential uses.

Ms. Monohon explained that we have used the line of credit for water, stormwater and
transportation SDC eligible projects. She said it is a good way to let a project move forward and
then repay it when the revenues come in.

Ms. Brown explained this extension will be for two years, and that without the extension we
would need to go out for a request for proposals prior to the expiration date. She indicated that
the terms that would likely be available through an RFP are not expected to be better than what
we have available through the extension.

Ms. Brown said the action we are asking for is an official recommendation from the Finance
Committee to send the request to Council for approval.

A motion was made by Mr. Koga and seconded by Ms. Baker to:
“Recommend to Council adoption of the extension of the tax-exempt line of credit.”
MOTION CARRIED UNANIMOUSLY

Utility Billing Update

Mr. Seeger provided an update to the Committee about the online account management (YOU),
the upcoming implementation of wastewater consumption based rates, robo-calling, credit card
usage, and the customer assistance program. Samples of the utility bill changes are included with
these minutes as Attachment A. A sample of the most recent campaign for YOU is included
with these minutes as Attachment B.

Mr. Seeger discussed the implementation of consumption based sewer billing. He explained
how the winter rate average is calculated.

Mr. Seeger talked about the customer assistance program and answered questions from the
Committee. He said he would like to meet with interested Committee members to discuss this
topic further.

Council Work Plan Project Update

Ms. Monohon provided an update on the PGE & NW Natural lawsuit. The Oregon Supreme
Court approved the utility license fee increase by 2% for PGE & NW Natural. Because
Rockwood Water is another government entity, the court ruled that the utility license fee charged
to RWPUD cannot exceed 5%. She said it is a significant ruling on our behalf as there is no
other court to go to for further appeals. Ms. Monohon said there is still a court process that we
have to wait through before a determination is made as to what kind of interest will be applied to
anything from the prior date. She explained that NW Natural signed a stipulation to agree that
they wouldn’t make a payment during the litigation process and agreed to pay the LGIP rate
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should a payment be necessary following the litigation. They have been collecting the license fee
since the very beginning. PGE, however, did not establish an interest rate in advance and it is
unknown what interest rate the court may establish. PGE charged the increased license fee early
on, but then after the first court ruling, stopped collecting it. She said had we been receiving the
payments from when the license fee increase was first enacted the estimated revenue would be in
the $10 million range.

Ms. Monohon said there are many discussions happening on what the usage of the funds, but
nothing has been determined at this time.

Committee Business
Ms. Brown updated the Committee on the implementation of paying vendors via ACH. She said
we have completed a few payments this way so far and will be sending flyers to all our vendors
to get more to sign up.

Ms. Brown said three years ago we issued Qualified Energy Conservation Bonds (QECB) to do
the LED Streelight replacement. We took out $7.6 million initially and we have about $2 million
left unspent. July 30 is the final date to use it. Our bond counsel is initiating a process to call the
bonds and we will use the proceeds that we still have to pay those off. She said we are getting
IRS subsidy on the funds, so bond counsel will also calculate that portion.

Ms. Monohon noted that the QECB program has strict rules for what it can be used for and what
made it a qualifying project. She said it either had to be already on an approved list that they had
or go through an engineering study to prove the energy savings. We did try to find other places
we could spend the remainder of the funds, but nothing met the criteria.

Ms. Brown said on July 30" we will finalize the numbers and bond counsel will initiate the
process shortly after.

. Good of the Order

None.

. Meeting Adjournment
Chair Hugo adjourned the meeting at 8:03 p.m.

The next regular Finance Committee meeting will be July 20, 2016 at 7:00 p.m. in Conference
Room 3A.

Curt Hugo, Chair Kris Leibrand, Administrative Assistant
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RESOLUTION 3216

RESOLUTION NO, 3216
A RESOLUTION ADOPTING AN INVESTMENT POLICY FOR THE CITY OF
GRESHAM AND REPEALING RESOLUTION NO. 3170
The City of Gresham Finds:

A. On September 16, 2014, the City Council passed Resolution No. 3170 that adopted an
Investment Policy.

B. 1t is desirable 1o update the Investment Policy.

C. This resolution is the written order of the Gresham City Council required by ORS
294.035 and ORS 294.125 authorizing the custodial officer to invest City funds.

THE CITY OF GRESHAM RESOLVES:

1. The City adopts the Investment Policy ettached as Exhibit A and authorizes the
investment of city funds by the custodial officer in accordance with the provisions of the Investment
Policy.

2. Resolution No. 3170 is hereby repealed,

Yes: is, Hintoi h i P:

No: None

Absent: None

Abstaln: None

ber 15,2015,

Passed by the Gresham City Council and effective %pt

(.

Erik Kvarsten Shane T. Bemis
City Manager Mayor

Approved as to Form:

= JR R

David R, RE—
City Attorney

1 - RESOLUTION NO. 3216 YACAOWResolutions\RES321 6—7723/15\PT



City of Gresham Investment Policy

The City of Gresham, Oregon (hereinafter referred to as the City) was incorporated in 1905, and is a
home rule city operating under a city charter adopted in 1978. The government of the City is vested in
an elected, seven-member city council, which includes the mayor. The city council appoints the city
manager, who is responsible for the day-to-day management of the City. Gresham has a population
of 406,455107,065 and is located 17 miles east of downtown Portland, Oregon.

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 the funds of the City of Gresham.

No officer or designee may engage in an investment transaction except as provided under the terms
of this policy. All participants in the investment process shall seek to act responsibly as custodians of
public trust.

This Policy has been adopted by Resolution No. 3216 of the City Council of Gresham, Oregon, on
September, 2045--2016 and replaces the City's previous Investment Policy, dated-September 2014
September 15, 2015.

SCOPE

The provisions of this Investment Policy shall apply to all investable funds of the City of Gresham and
its component unit, except for deferred compensation fund assets, pension fund assets, and assets of
restricted trust and escrow funds. Included under the provisions of this Policy are financial assets of
general operating funds, enterprise funds, special revenue funds, and any other funds not specifically
excluded which are recognized in the City's Comprehensive Annual Financial Report. The fiscal year
20136 average balance of funds invested in the City's general portfolio was $18065 million

Except for restricted and excluded funds and special accounts, all excess cash shall be pooled into
one account for investment purposes. The net investment income derived from the pooled investment
account shall be allocated pro-rata to the contributing funds based upon their average daily cash
balances and in accordance with generally accepted accounting principles.

OBJECTIVES

The City's funds shall be invested in accordance with all applicable City, State and Federal
regulations, and in a manner designed to accomplish the following objectives, in priority order:

1. Preservation of capital and protection of investment principal.

2. Maintenance of sufficient liquidity to meet all operating requirements that are reasonably
anticipated.

3. Diversification to avoid incurring unreasonable risks regarding specific security types or individual
financial institutions.



4. Maximize risk-optimized portfolio return throughout economic and fiscal cycles (within the
constraints of this Investment Policy). This policy discourages active trading and turnover of
investments.

PRUDENCE AND INDEMNIFICATION

The standard of prudence to be used for managing the City's assets is the "prudent person" rule
which states, "Investments shall be made with judgment and care, under circumstances then
prevailing, which persons of prudence, discretion and intelligence exercise in the management of their
own affairs, not for speculation, but for investment considering the probable safety of their capital, as
well as the probable income to be derived.”

The overall investment program shall be designed and managed with a degree of professionalism that
is worthy of the public trust. The City recognizes that no investment is totally riskless—free and that the
investment activities of the City are a matter of public record. Accordingly, the City recognizes that
within a diversified portfolio losses, sometimes occur, and such losses shall be considered within the
context of the overall portfolio’s return, provided that adequate diversification has been implemented
and that the sale of a security before maturity may be in the best long-term interest of the City.

The City's Custodial Officer (ORS 294.004 (2)) and staff acting in accordance with this Investment
Policy, written procedures, and Oregon Revised Statutes 294.035 and 294.040 and exercising due
diligence shall be relieved of personal responsibility for an individual security's credit risk or market
price change or other loss in accordance with ORS 294.047, provided that these deviations and
realized losses are reported as soon as practical to the City Manager and action is taken to control
adverse developments. Realized losses in the City’s portfolio shall be charged against current or
future investment earnings.

ETHICS AND CONFLICTS OF INTEREST

City investment staff involved in the investment process shall refrain from personal business activity
that could conflict with proper execution of the investment program or create the appearance of an
impairment of their ability to make impartial investment decisions. City investment staff involved in the
investment process and investment officials shall disclose in writing to the City Manager any financial
interests they have in financial institutions that conduct business with the City and they shall
subordinate their personal investment transactions to those of the City.

Employees shall comply with ORS 244.040 (Code of Ethics), ORS 244.120 (Methods of Handling
Conflicts), GARS Article 3.15 (Standards of Conduct), any amendments to these provisions, and any
Code of Ethics applicable to employees that the City may adopt in the future.

DELEGATION OF AUTHORITY

The ultimate responsibility and authority for the investment of City funds resides with the City Council.
The City hereby designates the Finance & Management Services Department Director as the
Custodial Officer for the City's funds. The Custodial Officer shall invest City funds in accordance with
ORS Chapter 294, Public Financial Administration, and with this Investment Policy. This Policy shall
constitute a “written order” from City Council per ORS 294.035. The Custodial Officer, with the
consent of the City Manager, may further delegate the authority to invest City funds to additional City
Finance personnel. Persons authorized to transact investment business on behalf of the City are
listed in Annex | of this Policy.



In order to manage the portfolio, resources shall be allocated to the cash management program. This
commitment of resources shall include financial and staffing considerations.

INVESTMENT ADVISORY SERVICES

Subject to required procurement procedures, the City may engage the support services of outside
professionals in regard to its investment program, so long as it can be demonstrated or anticipated
that these services produce a net financial advantage and necessary financial protection of the City’s
resources. External service providers shall be licensed with the State of Oregon Division of Finance
and Corporate Securities (DFCS), subject to Oregon Revised Statutes, and the provisions of this
Investment Policy.

The investment advisory service firm will function in a non-discretionary role and provide technical
market research to help in implementing investment strategies. Non-discretionary management
requires that the City maintain control of investments by requiring the firm to obtain approval for all
investment transactions.

The investment advisory firm must be registered with the Securities and Exchange Commission and
licensed by the State of Oregon. All investment advisory firm representatives conducting investment
transactions for the City must provide certification in writing of having read, understood and agreed to
comply with this investment policy.

INTERNAL CONTROLS AND COMPLIANCE

The Custodial Officer is responsible for establishing and maintaining an adequate internal control
structure designed to reasonably assure that invested funds are invested within the parameters of this
investment policy and, protected from loss, theft or misuse. Specifics for the internal controis shall be
documented in writing. The established control structure shall be reviewed and updated periodically
by the investment officer.

The concept of reasonable assurance recognizes that the cost of a control should not exceed the
benefits likely to be derived and the valuation of costs and benefits requires estimates and judgments
by management. The internal controls shall address the following points:

¢ Separation of transaction authority from accounting and record keeping

o Custodial safekeeping

* Avoidance of physical delivery of securities whenever possible, but control requirements for
physical delivery should be addressed when necessary

Clear delegation of authority to subordinate staff members

Confirmation of transactions for investments and wire transfers

Compliance with and oversight of Investment Policy

Review, maintenance and monitoring of security procedures

An external auditor shall provide an annual independent review to assure compliance with Oregon
state law and the City’s policies and procedures.

ACCOUNTING METHOD
The City shall comply with all required legal provisions and Generally Accepted Accounting Principles

(GAAP) relating to investment accounting. The accounting principles are those contained in the
pronouncements of authoritative bodies including but not necessarily limited to, the Governmental
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Accounting Standards Board (GASBY); the American Institute of Certified Public Accountants (AICPA);
and the Financial Accounting Standards Board (FASB).

SAFEKEEPING AND CUSTODY

Custodian banks shall be selected on the basis of their ability to provide services for the City’s
account and the competitive pricing of their safekeeping related services. The City shall execute a
written Safekeeping Agreement with each custodian bank prior to utilizing that bank’s safekeeping
services. Financial institutions approved to provide safekeeping services for the City of Gresham are
listed in Annex II.

The purchase and sale of securities and repurchase agreement transactions shall be settled on a
delivery versus payment basis in accordance with ORS 294.145 (4) and (5). It is the intent of the City
that all purchased securities be perfected in the name of the City. Sufficient evidence to title shall be
consistent with modern investment, banking and commercial practices.

All investment securities purchased by the City, and all purchased securities under the terms of a City
approved Master Repurchase Agreement, shall be delivered by book entry and shall be held in third-
party safekeeping by a City approved custodian bank or the Depository Trust Company (DTC).

account or trust account at the custodian bank which names the City as the customer. DTC eligible
securities shall be held in the custodian bank’s participant account at the DTC.

COLLATERALIZATION

All bank deposits, time deposits, certificates of deposit, and savings accounts held in bank
depositories, which exceed the amounts insured by one or more agencies of the United States
Government shall be collateralized in accordance with the provisions of ORS Chapter 295.

Per Oregon Revised Statutes Chapter 295, it is the responsibility of the State Treasurer to insure that
public funds are collateralized appropriately by the public depositories holding the deposits.

Collateral for repurchase agreements shall be limited in maturity and priced in compliance with ORS
294.035 (3)(j). See item 8 of the Suitable and Authorized Securities and Transactions section of this

policy.

SELECTION OF BROKER/DEALERS AND
FINANCIAL INSTITUTIONS ACTING AS BROKER/DEALERS

Broker/dealers and other financial institutions shall be selected by the Custodial Officer on the basis of
their expertise in public cash management and their ability to provide service for the City's account. It
shall be the policy of the City to purchase securities only from approved institutions and firms.
Approved Broker/Dealers are provided in Annex lll. Additions-er-deletions-to-the list shall-be-made-at
the-GHSted'lal—gﬁi'eer—S-dm : i i -

To be eligible, a firm must meet at least one of the following criteria:
1. Be recognized as a Primary Dealer by the Federal Reserve Bank of New York or have a Primary
Dealer within its holding company structure; or
2. Report voluntarily to the Federal Reserve Bank of New York; or
7
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3. Qualify under Securities and Exchange Commission (SEC) Rule 15¢3-1 (Uniform Net Capital
Rule.)

Approved broker/dealers and the firms they represent shall be licensed to do business in the State of
Oregon and, as such, are subject to the provisions of the Oregon Revised Statutes. Approved
broker/dealers shall submit proof of registration in the State of Oregon, both for the firm and for the
designated representative. Further, the broker/dealer representative shall submit evidence of holding
the Financial Industry Regulatory Authority (FINRA) Series 6 or Series 7 license, and either the Series
63 or Series 66 license. License requirements are per the Oregon Division of Finance and Corporate
Securities.

Periodic review of all authorized broker/dealers and their respective authorized registered
representatives will be conducted by the Custodial Officer. Factors to consider would be:

* Pending investigations of the customer representatives by securities regulators
» Significant changes in net capital

¢ Pending arbitration cases of customer representatives

¢ Regulatory enforcement actions against registered representatives

The City may engage the services of investment advisory firms to assist in the management of the
portfolio and investment advisors may utilize their own list of approved Broker/Dealers. Such
Broker/Dealers will comply with the selection criteria above and the list of approved firms shall be
provided to the City on an annual basis or upon request.-

The City may purchase Commercial Paper from direct issuers even though they are not on the
approved broker/dealer list as long as they meet the criteria outlined in item 3 of the Suitable and
Authorized Securities and Transactions section of this Policy.

SUITABLE AND AUTHORIZED SECURITIES AND TRANSACTIONS

All investments of the City shall be made in accordance with Oregon Revised Statutes: ORS 294.035
(Investment of surplus funds of political subdivisions; approved investments), ORS 294.040
(Restriction on investments under ORS 294.035), ORS 294.052 (Definitions; investment by
municipality of proceeds of bonds), ORS 294.135 (Investment maturity dates), ORS 294.145
(Prohibited conduct for custodial officer), ORS 294.805 to 294.895 (Local Government Investment
Pool). Any revisions or extensions of these sections of the ORS shall be assumed to be part of this
Investment Policy immediately upon being enacted.

The City will diversify investments across maturities, security types and institutionsjssuers to avoid
incurring unreasonable risks. The City has further defined the eligible types of securities and
transactions as follows:

1. U.S. Treasury Obligations: Treasury Bills, Treasury Notes, Treasury Bonds and Treasury Strips
with maturities not exceeding five years from the date of settlement. See exception in 3a. The
maximum ownership of U.S. Treasury Obligations is 100%.

2. Federal Agency Obligations: Mortgage-backed securities with maturities not exceeding five years
from the date of trade seftlement. See exception in 3a. The maximum ownership of Federal
Agency Obligations is 100% with no more than 25% of the portfolio held in any one agency issuer.

3. Federal Instrumentality Securities: Debentures, discount notes, step-up securities, callable
securities and stripped principal or coupons with final maturities not exceeding five years from the

8

r—Fl.'orn'latted: Font co_lor: Auto




6.

date of settlement. See exception in 3a. Subordinated debt may not be purchased. The
maximum ownership of Federal Instrumentality Securities is 100% with no more than 25% of the
portfolio held in any one ageney-instrumentality issuer.

3a. Exception for_securities purchased in 1, 2 and 3 above: A maximum of $10 million may be
invested in Treasury, Agency, and/or Instrumentality securities that mature within 10 years.

Commercial Paper subject to a valid registration statement on file with the Securities and
Exchange Commission or issued under the authority of section 3(a)(2) or 3(a)(3) of the Securities
Act of 1933, as amended. Such debt shall be issued by a commercial, industrial or utility business
or issued by or on behalf of a financial institution with maturities not exceeding 270 days from the
date of settlement. Commercial paper must be rated at least A-1 by Standard and Poor's, P-1 by
Moody's, or F1 by Fitch at the time of purchase by each service which rates the commercial
paper. If the commercial paper issuer has senior debt outstanding, the senior debt must be rated
at least A by Standard and Poor's, A2 by Moody's, or A by Fitch at the time of purchase.
Ownership of commercial paper and corporate bonds shall be limited to a combined total of 35%
of the portfolio, with no more than 5% of the portfolio held in any one issuer or its affiliates or
subsidiaries.

Corporate Bonds subject to a valid registration statement on file with the Securities and Exchange
Commission or issued under the authority of section 3(a)(2) or 3(a)(3) of the Securities Act of
1933, as amended. Such bonds shall be issued by a commercial, industrial or utility business or
issued by or on behalf of a financial institution with final maturities not exceeding thiree-five years

from the date of settlement, unless noted below—A portion-of-the-corporate-bond-allocalion-may
be extended lo-a-five-year-maturity-from-date-of-setllement—This-portion-will-not-exceed-10%-of
the pertfolie-and-when-combined-with-other corporate- bonds-and-commercial-paper;-the-totab-will

nol-exceed-the-35%-limitation-described-above:

The debt must be rated at least AA- by Standard and Poor's, or Aa3 by Moody’s, or AA- by Fitch
at the time of purchase. Split ratings are acceptable to no less than A. Ownership of corporate
bonds and commercial paper shall be limited to a combined total of 35% of the portfolio, with no
more than 5% of the portfolio held in any one issuer or its affiliates or subsidiaries.

A rating exception may be made if the bond issuer meets the criteria of ORS 294.035(3)(i)(C).
The minimum corporate bond credit quality may be lowered to at least A by Standard and Poor's,
A2 by Moody's, or A by Fitch on the date of settlement.

Bankers Acceptances which are (a) guaranteed by and carried on the books of a financial
institution located and licensed to do banking business in the State of Oregon; or a financial
institution located in the States of California, Idaho or Washington that is wholly owned by a bank
holding company that owns a financial institution that is located and licensed to do banking
business in the State of Oregon; (b) Banker's acceptances shall be eligible for discount by the
Federal Reserve System; and (c) the issuing institution’s short-term letter of credit rating shall be
in the highest category by Standard and Poor's or Moody’s or Fitch. Maturities shall be limited to
180 days from the date of settliement and ownership of bankers acceptances shall not exceed
25% of the portfolio, with no more than 10% of the portfolio held in any one issuer.

State of Oregon Local Government Investment Pool organized pursuant to ORS 294.805 through
294.895. Participation in the Pool shall not exceed the maximum limit semi-annually set by ORS
294.810, or the exceptions listed therein. Details of the maximum limit are provided in Annex-/_Il.

Time Deposit Open Accounts, Certificates of Deposit, and Savings Accounts in insured institutions
as defined in ORS 706.008 that maintains an office in Oregon. Al-depesitsincluding time-deposit
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open-aceounis—Certificates-of -Depeosit,-and-savings-accounts—that-are-purchased—in-amounts
exceeding—Federal-Insuranee-may- only-be -purchased- from-finaneial-institutions-which -have-a
Fhomseon-Reuters-Bank-Insight-"PeerGroup-Raling"of 30-or-batler-in-the-mest-recent-publication
of-Bank-Insight-Bank-Quarterhy:

All deposits, including time deposit open accounts, Certificates of Deposit, and savings accounts
that are purchased by the City shall be FDIC insured or collateralized in accordance with the
provisions of ORS Chapter 295. Ownership of time certificates of deposit shall be limited to 25%
of the portfolio, with no more than 10% with any one financial institution at the time of purchase,
and maturities shall not exceed 366 days.

Repurchase Agreements with maturities of 90 days or less collateralized by U.S. Treasury
securities with the maturity of the collateral not exceeding three years. For the purpose of this
section, the term collateral shall mean purchased securities under the terms of the City approved
Master Repurchase Agreement. The purchased securities shall have an original minimum market
value including accrued interest of 102% of the dollar value of the transaction, as prescribed by
written policy of the Oregon Short-Term Fund Board. Collateral shall be held delivery-versus-
payment in the City's custodian bank as safekeeping agent, and the market value of the collateral
securities shall be marked-to-the-market daily. Broker/dealers and Financial Institutions must have
an execuled Masler Repurchase Agreement with the City. Ownership of repurchase agreements
shall be limiled to a combined total of 25% of the portfolio, with no more than 10% of the portfolio
held in any one institution.

Repurchase Agreements shall be entered into only with City approved Primary Dealers re porllnq
to the Federal Reserve Bank of New York or firms that have a Primary Dealer within their holdi
company *;huuwe__iﬂa__(_J_!._r_sludlal Officer_shall maintain a copy of the City's approve 2 I'u!a:;tur

Repurchase Agreement.

«—Cily-approved-Primary-Dealers-reporiing-lo-the-Federal Reserve Bank-of New York—or firms
that have-a-Primary-Dealer within-their holding- company -structure;-of

»—Gily-approved-depositery-banks—which-have-a-Thomson-Reuters-Bank-Insight “Peer Group
Raling™ of-30-or-beller-in-the most-recent-publication of Bank Insight- Bank-Quarterly.

Agreement.--Broker/dealers,-whe-have-executed-a-Master-Repurchase- Agreement- with- the
City-are-listed-in-Annex-IV-

Obligations of the State of Oregon and its Political Subdivisions: Lawfully issued debt obligations

of the agencies and instrumentalilies of the state and its political subdivisions. Such debt must
have a long-term rating of at least A- or the equivalent or be rated on the settlement date in the
highest category for short-term municipal debt by a nationally recognized statistical rating agency
(NRSRO) As defined in ORS 294.040, such obligations are authorized only if there has been no
default in payment of either the principal or the interest of obligations of the issuing entity within
five years preceding investment. Ownership of such obligations shall be limited to 25% of the
portfolio, with no more than 10% of the portfolio held in any one issuer. Maturities for these
obligations shall not exceed five years from the date of settlement.

10a. Exception for securities purchased in 10 above: A maximum of $15 million may be invested
in securities issued by the City of Gresham or a component unit of the City of Gresham that
mature within 10 years.

11, Obligations of the States of California, Idaho, and Washington and its Political Subdivisions:

Lawfully issued debt obligations of these states and their political subdivisions. Such debt must
10



have a long-term rating of at least AA- or the equivalent or be rated on the settlement date in the
highest category for short-term municipal debt by a NRSRO. As defined in ORS 294.040, such
obligations are authorized only if there has been no default in payment of either the principal or
the interest of obligations of the issuing entity within five years preceding investment. Ownership
of such obligations shall be limited to 25% of the portfolio, with no more than 10% of the portfolio
held in any one issuer. Maturities for these obligations shall not exceed five years from the date of

settlement.
Summary Table
Suitable and Authorized Securities and Transactions
. Maximum Maximum Maturity Rating Restrictions
Security Type Portfolio % Issuer % Restrictions | (S&P, Moody’s, Fitch)
U.5. Treasury Obligations? 100% 100% 5 years® NIA
Federal Agency ) B irad
Obligationss 100% 25% 5 years' NIA
Federal Instrumentality o .
Securities? 100% 25% 5years® NiA
35% combined 5% combined A-1. P-1. or F1
Commercial Paper with corporate with corporate 270 Days A, A2, or A (Senior Debt)
bonds bonds
35% combined 5% combined
Corporate Bonds with commercial | with commercial 5 years AA-, Aal, or AA-
paper paper
0, i H
CoporstoBongeor | eecomued | SEeonbeed T | aag ora tongem)
Oregon Issuers — A-2, P-2, or F2 (Short-term}
paper paper
7 Highest Rating for
Banker's Acceptance 25% 10% 180 Days Letter of Credit
ORS 294.810 ORS 294.810
balance balance
q e T Ty . N/A
Oreqon LGIP limitation§47,012 | limitation$47,012 A NiA
858 858
Certificates of Deposit 25% 10% 366 Days NIA
Repurchase Agreements 25% 10% 90 Days N/A
Municipal Obligations of 3 5 A-, A3, or A- (Long-term)
Oregon Issuers a2t 10% 5 years A-1, P-1, or F1 {Short-term)
Municipal Obligations of AA- A
- . > -, Aa3, or AA- (Long-term)
California, Washington, or 25% 10% 5 years A, P-1, or F1 {Short-term)
Idaho Issuers
Municipal Obligations of
$15,000,000 $15,000,000 10 Years NIAA- A3 A-

the City of Gresham
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*Atcording 16 section 3a, a maximum of 810 million' may be invested in U.S, Treasury Obligations,

Eederal Agency Obligations and Federal Instrumentality Obllgations thal mature within 10 Vears,

The weighted average credit quality of the portfolio shall not be greater than a value of three (3) using
the table immediately below.

Value Moody's Ratings S&P Ratings Fitch Ratings
Short- Short- Short-
Long Term Term Long Term Term Long Term Term
1 U.S. Treasury U.S. Treasury U.S. Treasury

1"

[ Formatted: Font color: Auto




Federal i Federal - Federal
1 Instrumentality Instrumentality Instrumentality
1 Aaa P-1 AAA A-1+ AAA F1+
2 Aa1 AA+ AA+
3 Aa2 AA AA
4 Aa3 AA- AA-
5 A1 A+ A+
6 A2 A A
7 A3 A- A-
8 Baa1 BBB+ BBB+
9 Baa2 BBB BBB
10 Baa3 BBB- BBB-

Securities that have been downgraded to below the minimum ratings will be sold or held at the
custodial officers discretion. The custodial officer is responsible for bringing the portfolio back into
compliance as soon as practicable.

As of the date of this Policy, all of the above securities, deposits and transactions have been
approved by the State Treasurer pursuant to ORS 294.046. Any amendments to ORS 294.046 or the
State Treasurer's statement of permitted investments for governmental entities shall be assumed to
be a part of this Investment Policy immediately upon being enacted. It is the intent of the City that the
foregoing list of authorized securities is strictly interpreted. All diversification requirements shall be
calculated based on the cost value of the holdings at the time of purchase. Specific diversification
requirements shall be applied to the aggregate holdings of an institution at the time of purchase. Any
deviation from this list must be pre-approved in writing by the City Manager.

MATURITY LIMITS AND LIQUIDITY REQUIREMENTS

To the extent possible, investments shall be matched with anticipated cash flow requirements and
known future liabilities. Unless matched to a specific cash flow requirement, the City shail not invest
in securities maturing more than five years from the date of settlement. However, a maximum of $10
million may be invested in Treasury, Agency, and/or Instrumentality securities that mature within 10
years. The City also reserves the right to purchase a maximum of $15 million of securities issued by
the City of Gresham or a component unit of the City of Gresham that mature within 10 years. The
weighted average final maturity of the City's portfolio shall at no time exceed 3.5 years.-At-all times;
theGity-of-Gresham-shall-maintain-a-minimum-of-10%-of-the-portfolic- maturing-within-30-days-and
20% under-one-year:

Al all times, the Cily of Gresham shall maintain an amount in the portfolio in cash and invesiments

maturing within 30 days equal to at least two times the highest month's net outflow from the previous

calendar year, adjusted for any anomalies or extraordinary items. The Cily shall maintain an amount

12



change in the portfolio balance between January and October of the previous calendar year. The City
will calculale
thereafter and will report the requirements in monthly compliance calculations.

OTHER INVESTMENT GUIDELINES

Competitive Transactions

Each investment transaction shall be competitively transacted with broker/dealers who have been
authorized by the City. At least three broker/dealers shall be contacted for each transaction and their

offerings for security transactions in order to ensure that the City receives competitive pricing.

If the City is offered a security for which there is no other readily available competitive offering, then
the Custodial Officer shall document quotations for comparable or alternative securities. When
purchasing original issue securities, no competitive offerings will be required as all dealers in the
selling group offer those securities at the same original issue price.

Prohibited Conduct

Oregon State Statutes have addressed several areas of prohibited conduct for the Custodial Officer
when making investments, ORS 294.145. Specifically, the custodial officer shall not:

1. Make a commitment to invest funds or sell securities more than 14 business days prior to the
anticipated date of settlement of the purchase or sale transaction; or

2. Enter into any agreement to invest funds or sell securities for future delivery for a fee other than
interest; or

3. Lend securities to any person or institution, except on a fully collateralized basis, and except when
such lending is specifically permitted under an investment policy adopted pursuant to ORS
294.135 (1)(a); or

4. Pay for any securities purchased by the Custodial Officer until the officer has received sufficient
evidence of title thereof. Evidence of title shall be consistent with modern investment, banking
and commercial practices and may include physical possession, book entry and automated
recordation of such title. However, the Custodial Officer may instruct one or more custodian
banks, as defined in ORS 295.001, to accept or release securities as the Custodial Officer
considers advisable to be held in safekeeping for collection of principal and interest or other
income; or

5. Deliver securities to the purchaser upon sale prior to receiving payment in full. However, the
Custodial Officer may deliver the securities to any custodian bank, defined in ORS 295.001 upon
instructions to hold the same pending receipt by the institution of full payment therefor.

Investing Bond Proceeds

The City recognizes that bond proceeds may be subject to the provisions of the Internal Revenue
Code, Federal Arbitrage Regulations, as amended. Pue-to-the-legal-complexities-of-arbitrage-law-and
the-necessary-immunization-of-yieldlevelsto-correspond-to-anticipated-cash-flow-schedules —the
reinvestment-of-such-debt-issuance-may,-upon-the-advice-of-Bond-Counsel-or-financial-advisors;
daviate-frem-the-maturity-limitation-provisions-of this-Pelicy-with-written-approval-of the City-Manager

13
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REPORTING REQUIREMENTS

Designated Cily Finance personnel shall compile and submit aA monthly report shall-be-compiled-by
designated-City Finance personnel-and submilted to the Custodial Officer or desianee listing the cost,
current fair value, credit ratings, benchmarking, compliance and duration of investments held by the
City, in accordance with GASB Statements 31 and 40. The report shall include a summary of

investment earnings and performance results for the period.

The Custodial Officer shall submit semi-annual reports unless otherwise requested to the City’s
Finance Committee and City Council, which includes benchmarking, compliance and a summary of
investment earnings and performance results during the period.

PERFORMANCE EVALUATION

The Custodial Officer shall periodically establish a benchmark yield for the City's investments.
Considerations for establishing the benchmark yield shall include a broker index thal closely aligns lo
the City’s portfolio duration the-current-yield-on-the-State-oif-Oregon-l-ocal-Gevernment-lnvestment
Peslk-and the average yield on the US Treasury rates ranging from 3 months to 5 years. When
comparing the performance of the City’s portfolio, all fees and expenses involved with managing the
portfolio shall be included in the computation of the portfolio's rate of return.

POLICY REVISIONS

This Investment Policy shall be reviewed by the City's Finance Committee and if necessary, the
Oregon Short-Term Fund Board prior to being submitted to the City Council for adoption on an annual
basis in accordance with ORS 294.135(a). The data contained in the Annexes to this document may
be updated by the Custodial Officer as necessary, provided the changes in no way affect the
substance or intent of this Policy.

14
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ANNEX I: Authorized Personnel

Persons authorized to transact investment business on behalf of the City of Gresham are as follows:
Bernard Seeger, Finance & Management Services Department Director - Custodial Officer

Mark Tolliver, Debt Management Analyst
Susan Brown, Finance & Accounting Services Manager

15



ANNEX II: Approved Custodians

The following safekeeping and custodian institution has been approved by the City of Gresham:

U.S. Bank National Association

16



_ANNEX ll: Approved Broker/Dealers

The following broker/dealers have been approved by the City of Gresham: - -
[ Formatted: Font: Not Bold

Bank of Montreal
Barclays Capital

BNB Paribas Securities ) - [ Formatted: Font: 12 pt
Cantor Fitzgerald [ Formatted: Normat
Citigroup Global Markets ( Formatted: Font: Not Bold
Credit Agricole -

Credit Suisse

Daiwa Capital Markets
Deutsche Bank
FTN Financial
Goldman Sachs
HSBC
INTL FCStone Financial

JP Morgan Securites ) [ Formatted: Font: Not Bold

Jefferies & Company
Keybanc Capital Markets

Merrill Lynch, Pierce, Fenner & Smith ) | Formatted: Font: Not Bold

Mizuho Securities USA
Morgan Stanley Smith-Barney
Nomura Securities International

Oppenheimer & Co. oo
Piper Jaffray & Ce- - -  Formatted: Font: Not Bold

Raymond James & Associates
RBC Capital Markets
RBS Securities
Robert W. Baird
Stifel Nicolaus
Sun Trust Robinson Humphrey
TD Securities
U.S. Bankcorp Investments

UBS Financial-ServicesSecurities, ( Formatted: Font: Not Bold

Wells Fargo Securities ( Formatted: Font: Not Bold
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ANNEX-IV: Approved Master Repurchase Agreement-Counterparties
The following-broker/dealers-have-executed-a City-approved-Master Repurchase

Agreement with-the Gity of Gresham:
None-at this time

18



ANNEX VIV: Limits of Participation In State of Oregon Local Government Investment Pool

Participation in the pool shall not exceed the maximum limit annually set by ORS 294.810. This
increase of 4-780.45% is in proportion to the percent ehange-change for the 12 consecutive months
ending Auqust 31, 2015, in the U.S. City Average Consumer Price Index, as compiled by the U.S.

Bureau of Labor Statistics. inthe-Gensumer-Rrice-Index-for-All-Urban-Consumers-of- the Portland;

Gfegen—S%andard-Mekepehlan-SiahGHeah&Fea—a&eempmé—by
of Laber-Statistics—The limitation stated in this section shall not apply to funds of a governing body

which are placed in the investment pool on behalf of another governing unit.

C.P.l. adjustments for Local Government Balance Limitation

Period Period Portland Semi-Annual  LGIP Deposit
Start End CPI Change Limitation

11/01  6/30/01 181.2 0.95% $ 35,645,902
7/1/01  12/31/01 183.6 1.32% $ 36,118,033
1/1/02  6/30/02 183.5 -0.05% $ 36,118,033
7/1/02 12/31/02  184.0 0.27% $ 36,216,447
1/1/03  6/30/03 186.0 1.09% $ 36,610,104
7/1/03 12/31/03  186.5 0.27% $ 36,708,519
1/1/04  6/30/04 189.8 1.71% $ 37,337,705
7/1/04 12/31/04 192.5 1.42% $ 37,868,853
1/1/05 6/30/05 194.5 1.04% $ 38,262,295
7/1/05 12/31/05  197.5 1.54% $ 38,852,459
1/1/06  6/30/06 199.8 1.16% $ 39,304,918
7/1/06 12/31/06  202.5 1.35% $ 39,836,066
1/1/07 6/30/07 206.653 2.05% $ 40,653,049
711/07 12/31/07 210.460 1.84% $ 41,401,967
1/1/08 6/30/08 214.619 1.98% $ 42,220,131
7/1/08 12/31/08 216.159 0.72% $ 42,523,082
1/1/09 6/30/09 214.102 -0.95% $ 42,523,082
7/1/09 12/31/09 217.191 1.44% $ 42,726,098
1/1/10 6/30/10 217.508 0.15% $ 42,788,459
7/1/10 12/31/10 219.179 0.77% $ 43,117,180
1/111  6/30/11  223.105 1.79% $ 43,889,508
7111 12/3111  226.077 1.33% $ 44,474,164
1112 6/30/12 228.746 1.18% $ 44,999,213
7/112 12131112 230.811 0.90% $ 45,405,443
9/1/12 8/31/113 232.018 0.52% $ 46,073,407
9/1/13 8/31/14 235.685 1.58% $ 46,801,588
9/1/14  8/31/15 236.749 0.45% $ 47,012,858

19
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