CITY COUNCIL
ATLANTA, GEORGIA

G.4

14-0O-1149

AN ORDINANCE BY FINANCE/ EXECUTIVE COMMITTEE TO AMEND SECTION 2-323 OF THE
CODE OF ORDINANCES OF THE CITY OF ATLANTA WHICH SETS FORTH THE PRACTICES
AND PROCEDURES FOR THE INVESTING OF THE CITY FUNDS FOR THE PURPOSE OF
CORRECTING CERTAIN CROSS-REFERENCES;, AUTHORIZING THE CHIEF FINANCIAL
OFFICER TO CREATE AND UTILIZE FORMS ASSOCIATED WITH THE SELECTION OF

AUTHORIZED BROKER/DEALERS AND FINANCIAL

INSTITUTIONS, MODIFYING THE

DIVERSIFICATION MIX ALLOWED FOR U.S. TREASURY SECURITIES, ADDING A NEW
PORTFOLIO BENCHMARK; AND FOR OTHER PURPOSES.

Workflow List:
Charlene Parker Completed 03/03/2014 11:06 AM
Jim Beard Completed 03/04/2014 10:06 AM
Finance Completed 03/04/2014 11:08 AM
Mayor's Office Completed 03/04/2014 2:09 PM
Office of Research and Policy Analysis Completed 03/05/2014 10:16 AM
Finance/Executive Committee Completed 03/13/2014 11:36 AM
Atlanta City Council Completed 03/19/2014 2:12 PM
Finance/Executive Committee Pending
Mayor's Office Pending
HISTORY:
03/12/14 Finance/Executive Committee
03/17/14 Atlanta City Council REFERRED TO COMMITTEE
RESULT: REFERRED TO COMMITTEE [11TO Q] Next: 3/26/2014 12:00 AM
AYES: Bond, Dickens, Smith, Young Jr., Archibong, Wan, Shook, Adrean, Moore, Martin,
Sheperd
ABSENT: Keisha Lance Bottoms
AWAY: Mary Norwood, Kwanza Hall, Cleta Winslow
RESULT: REFERRED TO COMMITTEE [11TO 0] Next: 3/26/2014 12:00 AM
AYES: Bond, Dickens, Smith, Young Jr., Archibong, Wan, Shook, Adrean, Moore, Martin,
Sheperd
ABSENT: Keisha Lance Bottoms
AWAY: Mary Norwood, Kwanza Hall, Cleta Winslow

Certified by Presiding Officer

Certified by Clerk

Mayor’s Action
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AN ORDINANCE BY FINANCE/ EXECUTIVE COMMITTEE TO AMEND SECTION 2-323 OF THE
CODE OF ORDINANCES OF THE CITY OF ATLANTA WHICH SETS FORTH THE PRACTICES
AND PROCEDURES FOR THE INVESTING OF THE CITY FUNDS FOR THE PURPOSE OF
CORRECTING CERTAIN CROSS-REFERENCES;, AUTHORIZING THE CHIEF FINANCIAL
OFFICER TO CREATE AND UTILIZE FORMS ASSOCIATED WITH THE SELECTION OF
AUTHORIZED BROKER/DEALERS AND FINANCIAL INSTITUTIONS, MODIFYING THE
DIVERSIFICATION MIX ALLOWED FOR U.S. TREASURY SECURITIES, ADDING A NEW
PORTFOLIO BENCHMARK; AND FOR OTHER PURPOSES.

WHEREAS, the purpose of Section 2-323 of the City Code which sets the City’ s investment policy isto
comply with state law as set forth in O.C.G.A. § 36-83-4 and to ensure maximum safety and yield while
meeting the daily cash flow demands; and

WHEREAS, Section 2-323 was last updated in 2001 and certain cross-references have become outdated;
and

WHEREAS, there is a need to amend existing practices and procedures set forth for the investing of City
fundsto allow for greater flexibility with current market environment; and

WHEREAS, the amendments to be implemented in this ordinance are summarized as forth in Exhibit
“A” the “ Summary of Amendments.”

THE CITY COUNCIL OF THE CITY OF ATLANTA, GEORGIA, HEREBY ORDAINS:

Section 1. Section 2-323 of the City Code is amended to read as set forth in Exhibit “B” attached
hereto.

Section 2: This ordinance shall become effective when signed by the Mayor or as otherwise
provided by operation of law.
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TRANSMITTAL FORM FOR LEGISLATION
TO: MAYOR’S OFFICE ATTN: CANDACE L. BYRD

Dept.’s Legislative Liaison: Charlene Parker

Cbntact Number: 404-330-6616

Ox;iginating Department: Finance

Committee(s) of Purview: ‘ Finance/Execﬁtive Committee
Chief of Staff Deadline: February 21, 2014

Anticipated Committee Meeting Date(s): March 3, 2014

Anﬁ‘cripﬁed'-Fu:ll'Counc'il--'])ate: - March 3, 2014

Legislative Counsel’s Signature: (

Commissioner’s Signature' / i .
Chief Financial Officer O _ﬂ ;\ i QY/

Chief Information Officer Signatu re (for IT Procuremems)

Chief Procurement Officer ngnature:

C.:’.

ox

AN OEDINANCE BY
BY FINANCE/ EXECUTIVE COMMITTEE

AN ORDINANCE TO AMEND SECTION 2-323 OF THE CODE OF ORDINANCES OF. THE
CITY OF ATLANTA WHICH SETS-FORTH THE PRACTICES AND PROCEDURES FOR THE
INVESTING OF THE GIFY FUNDS FOR THE PURPOSE OF CORRECTING CERTAIN CROSS-
REFERENCES; AUTHORZING THE CHIEF FINANCIAL OFFICER TO CREATE AND UTILIZE
FORMS ASSOCIATED WITH THE SELECTION OF AUTHORIZED BROKER/DEALERS AND

PINANCIAL INSTITUTIONS; MODIFYING THE DIVERFICATION-MIX. ALLOWED FOR UsS.
) E‘g SECURITIES; ADDING. A NEW PORTFOLIO BENCHMARK AND FOR OTHER
8

 Mayor's Staff Ouly

Received by CPO: | Received by LC from CPO:
"~ (date)

Received By Mayor’s Office!

(date)

Submitted to Council:

Rev. 020211
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AN ORDINANCE BY
BY FINANCE/ EXECUTIVE COMMITTEE

AN ORDINANCE TO AMEND SECTION 2-323 OF THE CODE OF
ORDINANCES OF THE CITY OF ATLANTA WHICH SETS
FORTH THE PRACTICES AND PROCEDURES FOR THE
INVESTING OF THE CITY FUNDS FOR THE PURPOSE OF
CORRECTING CERTAIN CROSS-REFERENCES; AUTHORZING
THE CHIEF FINANCIAL OFFICER TO CREATE AND UTILIZE
FORMS ASSOCIATED WITH THE SELECTION OF
AUTHORIZED BROKER/DEALERS AND FINANCIAL
INSTITUTIONS; MODIFYING THE DIVERFICATION MIX
ALLOWED FOR U.S. TREASURY SECURITIES; ADDING A NEW
PORTFOLIO BENCHMARK AND FOR OTHER PURPOSES.

WHEREAS, the purpose of Section 2-323 of the City Code which sets the City’s
investment policy is to comply with state law as set forth in O.C.G.A. § 36-83-4 and to
ensure maximum safety and yield while meeting the daily cash flow demands; and

WHEREAS, Section 2-323 was last updated in 2001 and certain cross-references have
become outdated; and

WHEREAS,; there is a need to amend existing practices and procedures set forth for
the investing of City funds to allow for greater flexibility with current market
environment; and

WHEREAS, the amendments to be implemented in this ordinance are summarized as
forth in Exhibit “A” the “Summary of Amendments.”

THE CITY COUNCIL OF THE CITY OF ATLANTA, GEORGIA, HEREBY
ORDAINS:

Section 1: Section 2-323 of the City Code is amended to read as set forth in Exhibit
“B” attached hereto.

Section 2: This ordinance shall become effective when signed by the Mayor or as
otherwise provided by operation of law.
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EXHIBIT “A”
Summary of changes to Sec. 2-323

- Subsection (a) Policy was amended to remove a reference to 0.C.G.A. § 36-83-4
being included as “Exhibit 1” and now states a reference to O.C.G.A. § 36-83-4 as
“it may be from time to time amended.” The Municipal Code Corporation edits
out the text of the exhibit and states that it is “available for inspection in city
offices.” There is no legal reason to include a state statute as an exhibit embedded
in a City ordinance and by making this change, the cross-reference to O.C.G.A. §
36-83-4 is always current.

- Subsection (d) Delegation of authority was amended to add the following
sentence: “The chief financial officer is authorized to create forms and
questionnaires deemed necessary to assist in the evaluation and selection of
broker/dealers that will be required to be completed by that third party in order
to comply with the City’s investment policies and state laws.” This amendment
supports the amendment to subsection (i) which refers to forms that are used by
the Department of Finance. The references to exhibits in subsection (i) are
unnecessary because the Municipal Code Corporation edits out the text of the
exhibits and states that they are “available for inspection in city offices.”

- Subsection (h) Authorized and suitable investments is amended to delete
the reference in (3)(e) to the Student Loan Marketing Association (“Sallie Mae”)
due to Sallie Mae’s privatization in 2004. The remaining items in the affected
subsection will be renumbered.

- Subsection (i) Authorized broker/dealers and financial institutions is
amended to change the reference to the “National Association of Securities
Dealers (NASD)” to reflect the present named of the entity which is now the
“Financial Industry Regulatory Authority (FINRA).”

- Subsection (i) Authorized broker/dealers and financial institutions is
amended to change the reference in (i)(5) to forms described as Exhibits (2) and
(3). A new subsection (i)(6) is added to the documents required to be submitted
which states that authorized broker/dealers and financial institutions will be
required to include: “Such other documents as the chief financial officer may
reasonably require.” This allows the CFO more flexibility to change the forms to
respond to changes in the City Code and state without requiring that Sec. 2-323
be amended. In any event the Municipal Code Corporation edits out the text of
the exhibits and states that they are “available for inspection in city offices.”

- Subsection (i) Authorized broker/dealers and financial institutions The
part of Subsection (i) which refers to the evaluation of financial institutions and

broker/dealers and which states:
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“Financial institutions and broker/dealers will be evaluated semi-annually to
determine financial stability and degree of service. The formal "Broker/dealer
evaluation and approval" form is included in (Exhibit 4*) to this policy.”is
amended by striking the sentence “The formal "Broker/dealer evaluation and
approval” form is included in (Exhibit 4*) to this policy.” This allows the CFO
more flexibility to change the forms to respond to changes in the City Code and
state without requiring that Sec. 2-323 be amended. In any event the Municipal
Code Corporation edits out the text of the exhibits and states that they are
“available for inspection in city offices.”

- Subsection (k) Collateralization is amended to state that dealers and financial

institutions which do business with the City will be required to provide and sign a
master repurchase agreement, subject to the approval of the City, which details
eligible collateral, collateralization ratios, standards for collateral custody and
control, collateral valuation, rights of substitution, and conditions for agreement
termination. This new reference replaces the former reference to a master
repurchase agreement which the ordinance stated was to be provided by the City.

- Subsection (k) Collateralization will be further amended to renumber

subsection (k)(3) (“The collateralization level for certificates of deposit shall be
110% in accordance to code section 45-8-2.”) to subsection (k)(4) and a new
subjection (k)(3) will be added to list “Depository products including certificates
of deposit” as a permitted form of collateral.

- Subsection (m) Diversification and maximum maturities has a table which

will be amended in the following manner:

o A column will be added which sets forth the ratings for the securities
which are to be kept in the portfolio;

o the amount of U.S. Treasuries in the portfolio which have previously been
required to be a minimum of 25% with no maximum limitation will be
changed to allow remove the 25% minimum; and

o the amount of U.S. Municipal Securities which previously was not
included in the portfolio will be added to have no minimum limitation and
a maximum limitation of 25%.

- Subsection (r) Performance measurement is amended to delete the reference

in (1) Merrill Lynch (one — two and ninety one hundredths year) government
rate, because the benchmark index is no longer tracked. The remaining items in
the affected subsection will be renumbered.

- Subsection (r) Performance measurement is amended to add a new

reference (3) 3 Year Treasury Rate; to track the performance of the portfolio to 3
year US Treasury rate.

Subsection (r) Performance measurement is amended to add a new
reference (4) 5 Year Treasury Rate; to track the performance of the portfolio to
the 5 year US Treasury rate.
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Sec. 2-323. - Investing of city funds.

(a) Policy. Itis the policy of the city to invest public funds in a manner that will provide maximum security
and the best commensurate yield while meeting the daily cash flow demands of the city. This
investment policy has been written in compliance with authority granted in section 2-323 of the City
of Atlanta Codes and O.C.G.A. § 36-83-4, {(Exhibit-4*),-as-itmay-be— as it may be from time to time
amended and will set forth the guidelines and objectives necessary to achieve a prudent cash and
investment management program.

(b) Scope. This policy governs the investment of the "Restricted Investment Portfolio", and the "General
Fund Portfolio", collectively known as the "Total Investment Portfolio". The restricted investment
portfolio is comprised primarily of the debt service sinking funds and construction funds resulting
from the proceeds of various city bond issues. These bond funds are unique in that they have
associated legal covenants which detail specific types of legal investment instruments as per bond
issue. The restricted investment portfolio shall be structured to meet known debt service payments
and construction draw schedules. In addition to this policy, bond proceeds and other bond funds
(including debt service and reserve funds) shall be invested in accordance with governing ordinance
and by the provisions of the Tax Reform Act of 1986, including all regulations and rulings
promulgated thereunder applicable to the issuance of tax-exempt obligations.

The general investment portfolio is the largest portfolio, consisting of 16 funds that make up the
concentration account. This portfolio encompasses the city's primary operating funds which include the
general fund as well as various enterprise funds. The general investment portfolio shall be diversified by
maturity date and structured to meet all anticipated net outflows that are projected to occur.

This policy shall be made available to anyone who has management responsibility for city funds, and
in the absence of their specific investment policy, or not being otherwise governed by state law, this policy
shall prevail. With respect to the funds of non-profit corporations that are established by city resolution
and act as instrumentalities of the city, it is recommended that the city's investment policy be followed.

(1) Funds covered by this policy and managed as part of the pooled general investment portfolio:

(2) Funds covered by this policy and managed as part of the pooled restricted investment portfolio
are as follows:

Bond Funds—Funds established with the proceeds from specific bond issues when it is
determined that segregating these funds from the pooled funds portfolio will result in maximum
interest earnings retention under the provisions of the Tax Reform Act of 1986.

Bond Reserve Funds—Funds set at prescribed levels by certain bond ordinances to pay
principal and/or interest if required to prevent default.

(3) Funds not governed by this policy include:
General Employee's Pension Fund

Firefighters Pension Fund
Police Officers Pension Fund

Endowment Funds—Funds given to the city with the instructions that the principal is to
remain intact, unless otherwise agreed to, and the income generated by the investments
will be used for specified purposes.

650709v3
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(c) Objective. Investment of the funds covered by this policy shall be governed by the following
investment objectives, in order of priority:

(1) Legality. All investments shall fully comply with federal, state, and local laws. Additional
requirements are discussed in the authorized and suitable investment section of this investment
policy.

(2) Safety. Safety of principal is the primary objective of the investment policy. Investment of the
city's funds shall be undertaken in a manner that seeks to ensure the preservation of capital for
the overall portfolio. To attain this objective, investment in only high quality securities and
diversification are required in order that potential losses on individual securities do not exceed
the income generated from the remainder of the portfolio (see subsection (m) "Diversification
and maximum maturities").

(3) Liquidity. The city's investment portfolio will remain sufficiently liquid to enable the city to meet
all operating requirements that might be reasonably anticipated.

(4) Yield. The city's investment portfolio shall be designed with the objective of attaining a market
rate of return, throughout budgetary and economic cycles, while taking into consideration the
investment risk constraints and cash flow characteristics of the portfolio.

(d) Delegation of authority. The chief financial officer shall assume ultimate responsibility regarding
investment decisions on behalf of the city. Under the provisions of state and city codes, the chief
financial officer has the ability to designate an employee of the department of finance to manage the
daily investment of city funds. This responsibility has been designated to the cash and investment
manager who assumes the day-to-day investment decisions. All those responsible for making
investment decisions shall be collectively referred to as “investment officers” for purposes of this
policy. The chief financial officer is authorized to create forms and questionnaires deemed necessary
to assist in the evaluation and selection of broker/dealers that will be required to be completed by
that third-party in order to comply with the City's investment policies and state laws.

(e) Controls and procedures. The chief financial officer or his designee shall establish written
procedures for the operation of the investment program consistent with this investment policy. Such
procedures shall include explicit delegation of authority to any other persons responsible for
investment transactions. No person may engage in an investment transaction except as provided
under the terms of this policy and the written procedures. Authority granted to a person to invest the
city's funds is effective until rescinded or until termination of the person's employment by the city.
The chief financial officer shall be responsible for all transactions undertaken and shall establish a
system of controls, to be reviewed by the city auditor, to regulate the activities of subordinate
officials. Both the chief financial officer and the cash and investment manager shall possess
sufficient working knowledge of economics and securities markets, as well as the supervisory
experience and judgment necessary to carry out the responsibilities outlined in this Policy.

Formal written procedures shall also include but not be limited to:
(1) A formal process that outlines procedures relating to the purchase and sale of securities.

(2) A formal reporting system to monitor the performance of investment securities held. This system
shall include written reports as outlined in subsection (0) of this policy.

(3) A reconciliation process that compares third-party security confirmations to internally produced
reports and trade tickets.

(4) Performance measurement through the use of appropriate benchmarks that share the same
characteristics of the general investment portfolio.

(5) A system of compliance with generally accepted accounting principals (GAAP) of the
Government Accounting Standards Board.

(6) A system of internal controls, designed to detect errors, misrepresentation or imprudent actions.
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(7) Thorough cross training of department employees to allow for back up of critical investment
duties.

(8) An annual review of investment operations by the city's internal auditors.

(f) Prudence. Investment Officers shall adhere to the "Prudence Investor" standard as suggested by the
Government Finance Officer's Association (GFOA), which states that:

"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."

(1) The "prudent investor" standard shall be applied in the context of managing an overall portfolio.
Investment officers who exercise due diligence and act in accordance with the investment policy
and written procedures, shall be relieved of personal responsibility for an individual security's
credit risk or market price changes, provided deviations from expectations are reported in a
timely fashion and appropriate action is taken to control adverse developments.

(2) Investment officers, while acting in accordance with this policy and written procedures
pertaining to the administration and management of the city's assets, and who exercise proper
due diligence, shall be relieved of personal responsibility for an individual security's credit risk or
market price changes, provided that deviations from expectations are reported in a timely
fashion and appropriate action is taken to control and prevent any further adverse
developments.

(3) Securities shall not be purchased with trading or speculation as the dominant selection criteria.

(g) Ethics and conflicts of interest. Officers and employees involved in the investment process shall
refrain from personal business activity that could conflict with proper execution of the investment
program, or which could impair their ability to make impartial investment decisions.

(1) Officers and employees involved in the investment process shall disclose any material interests
in financial institutions with which they conduct business.

(2) Officers and employees involved in the investment process shall disclose any large personal
financiallinvestment positions that could be related to the performance of the investment
portfolio. The city statute on conflict of interest and disclosure shall be strictly followed.

(h) Authorized and suitable investments. City funds governed by this policy may be invested in the
instruments described below, all of which are authorized by O.C.G.A. § 36-83-4. However,
investments in instruments other than government securities shall be made only if the yield is equal
to or greater than the bond equivalent yield on U.S. Treasury obligations of comparable maturity.

Investments not listed below, including collateralized mortgage obligations and reverse repurchase
agreements, are strictly prohibited. In addition, the investment officers may at times restrict or prohibit the
purchase of specific issues due to current market conditions.

An investment that requires a minimum rating under this section does not qualify, as an authorized
investment during the period the investment does not have the minimum rating. The city shall take all
prudent measures consistent with this investment policy to liquidate an investment that does not have the
minimum rating.

The following securities are authorized under O.C.G.A. § 36-83-4:
(1) Obligations of the State of Georgia or of other states;
(2) Obligations issued by the United States government;

(3) Obligations fully insured or guaranteed by the United States government or a United States
government agency:

a. Federal Farm Credit System;
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f.

Federal Home Loan Bank System;

Federal Home Loan Mortgage Corporation;

Federal National Mortgage Association;

Student Loan-Marketing-Assosiation-Financial Industry Regulatory Authority (FINRA)
Federal Agricultural Mortgage Corporation.

The city will restrict investments in eligible obligations described in this section to discount notes and
callable or non-callable fixed-rate securities with a fixed principal repayment amount.

(4) Obligations of any corporation of the United States Government;

(5) Prime banker's acceptances;
(6) The local government investment pool established by O.C.G.A. § 36-83-8,

(7) Fully collateralized repurchase agreements provided the city has on file a signed master
repurchase agreement, approved by the city attorney, which details eligible collateral,
collateralization ratios, standards for collateral custody and control, collateral valuation, and
conditions for agreement termination and provided the repurchase agreement:

a.
b.
c.

Has a defined termination date;
Is secured by obligations in accordance with subsection (k) herein;

Requires the securities being purchased by the city to be assigned to the city, held in the
city's name, and deposited at the time the investment is made with the city or with a third
party selected and approved by the city; and

Is placed through a primary government securities dealer, as defined by the Federal
Reserve, or a financial institution doing business in this state, and which is rated no less
than A or its equivalent by two nationally recognized rating services.

(8) Obligations of other political subdivisions of the State of Georgia.

(i) Authorized broker/dealers and financial institutions. The chief financial officer and designated
investment staff, at least annually,_shall review, revise, and adopt a list of qualified broker/dealers
and financial institutions authorized to engage in investment transactions with the city. This list may
include "primary" government securities dealers or regional dealers (inclusive of minority-owned
firms, historically underutilized businesses (HUB's) and/or women-owned business enterprises
(WBE's)) that qualify under the Securities & Exchange Commission Rule 15C3-1 (Uniform Net
Capital Rule).

In order to be considered for approval, firms will be required to provide:

(1) Audited financial statements for the most recent period.

(2) Proof of Financial Industry Regulatory Authority (“FINRA") certification resolution.
(3) Proof of registration with the state securities board.
(4) Clearing agreement (if net capital falls below $50,000,000.00

(5) Completed broker/dealer questionnaire (Exhibit-2*} and acknowledgement of investment policy
(Exhibit-3%)-
(6) Such other documents as the chief financial officer may reasonably require.

Financial institutions and broker/dealers will be evaluated semi-annually to d
stability and degree of service—Hh e i : L
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No public deposit shall be made except in a qualified public depository as established by state law.

(i) Competitive bidding. It is the policy of the city to limit investment transactions to those banks and
broker/dealers on the City of Atlanta's approved bid list. In addition, the city shall seek three
competitive bids and offers on all individual security purchases and sales except for:

(1) Daily repurchase agreement;
(2) Short-term discount paper purchases;

(3) Transactions with the local government investment pools (which are deemed to be made at
prevailing market rates);

(4) Treasury and agency securities purchased at issue or "to be announced" (TBA) through an
approved broker/dealer or financial institution; or

(5) Automatic overnight "sweep" transactions with the city depository.

In situations where the exact security being offered is not offered by other dealers, offers on the
closest comparable investment may be used to establish a fair market price for the security.

All bid and offers received shall be documented and retained on individual trade tickets or in trade
logs. It shall be the responsibility of the investment officer associated with the transaction to record the
following minimum information: Financial institution selected, rate quoted, security description, cover
bids/offers, and special considerations in the event that the lowest priced security was not selected.

(k) Collateralization. The city requires that all uninsured collected balances plus accrued interest, if any,
in depository accounts be secured in accordance with this policy. Financial institutions serving as city
depositories will be required to sign a depository agreement with the city which details eligible
collateral, collateralization ratios, standards for collateral custody and control, collateral valuation,
rights of substitution and conditions for agreement termination.

The city requires that all securities purchased under the terms of a repurchase agreement be
assigned to the city, with clearly marked evidence of ownership through safekeeping receipts. Dealers
and financial institutions wishing to transact repurchase agreements with the city will be required to sign
the eity’s a master repurchase agreement, subject to approval by the City, which details eligible collateral,
collateralization ratios, standards for collateral custody and control, collateral valuation, rights of
substitution, and conditions for agreement termination.

Collateral will always be held by an independent third party with whom the city has a current
custodial agreement and shall be reviewed at least monthly to ensure that the market value of the
pledged securities is adequate. The right of collateral substitution may be granted after obtaining prior
approval from the city.

(1) Securities authorized for collateral under this policy are limited to those investments outlined in
subsection (h)(1) through (h)(3).

(2) The collateralization level for repurchase agreements shall be 102 percent of the market value
of principal and accrued interest.

(3) Depository products including certificates of deposit.

(4) The collateralization level for certificates of deposit shall be 110% in accordance to the
Georgia Code 0.C.G.A. § 45-8-12.

() Safekeeping and custody. Safekeeping and custody of securities and collateral shall be in
accordance with state law. All securities transactions, except local government investment pool
and money market mutual fund transactions, shall be conducted on a delivery versus payment
(DVP) basis. Securities and collateral will be held by a third party custodian designated by the
city, and held in the city's name as evidenced by original safekeeping receipts of the institution
with which the securities are deposited. The custodian shall also provide monthly safekeeping
statements that contain sufficient detail of securities held including, but not limited to, par,
security type, CUSIP, maturity date, coupon and market value. Similarly, the city or the city's
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designated custodian shall take delivery of securities pledged as collateral on repurchase
agreements with primary dealer firms. In repurchase transactions involving local banks, delivery
is only required on agreements whose terms exceed five days.

Any bank selected as custodian of city assets shall be rated by IDC Financial Publishing with an
average rating for the four prior quarters of not less than (125), and shall maintain an average at or above
this throughout the terms of the contract. If this rating falls below (125), steps shall be taken to replace the
custodian, unless such rating deficiency is corrected.

(m) Diversification and maximum maturities. The city shall seek to ladder the maturities of the portfolio to
correspond with known projected cash flow needs, taking into consideration large reoccurring
expenditure items such as payroll and bond disbursements. The city shall seek to maintain a
weighted-average maturity of the total portfolio not to exceed three years and shall limit the maturity
of any single security to five years.

The city's investment portfolios, in aggregate,-will should be diversified to limit market and credit risk
in general accord with by-ebserving-the the following limitations:
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Portfolio Limitation
Investment Type Maximum MIN MAX Ratings
Stated
Maturity

U.S. Treasuries 5 years 25% 100% S&P > AA/A-2
Moody’s > Aal/P-1

0% Fitch > AA/A-2

U.S. Agencies/Instrumentalities 5 years 0% 75% S&P > AA/A-2
Moody's > Aal/P-1

Fitch > AA/A-2

Obligations of other political 5 years 0% 25% S&P > AA/A-2
subdivisions in the State of Georgia Moody’s > Aal/P-1

Fitch > AA/A-2

Other Municipal Securities 5 years 0% 25% S&P > AA/A-2
Moody’s > Aal/P-1

Fitch > AA/A-2

Repurchase Agreements (Repos) 180 days. 0% 50% S&P > AA/A-2
Moody’s > Aal/P-1

Fitch > AA/A-2

Bankers Acceptances (BA's) 270 days 0% 10% S&P > AA/A-2
Moody’s > Aa1l/P-1

Fitch > AA/A-2

650709v3




G.4.a

(S3101710d ANV S3ADILOVHd : 6¥TT-O-¥T) ¥1-2T-€-STYNAID0Ud ANV SIDILOVHd Iuswydeny

Local Gov’t Investment Pools N/A 0% 40% S&P > AA/A-2
Moody’s > Aal/P-1
Fitch > AA/A-2
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Certificates of Deposit (CD's) 3 years 0% 25% S&P > AA/A-2
Moody’s > Aal/P-1
Fitch > AA/A-2

The above allocation levels are intended to serve as guidelines for the investment manager. The
allocation may be adjusted in response to changing market conditions, cash flow requirements and
according to the discretion of the chief financial officer. (not changed)

Capital projects funds are further limited by certain arbitrage restrictions and specific bond
covenants. Therefore, prior to investment of these funds, the likelihood of meeting rebate exceptions
should be determined, and authorized investments as per the official bond statements shall be verified.

(1) With respect to bond proceeds and other bond funds, the city may, in the bond ordinance,
specifically authorize investments in repurchase agreements with maturities in excess of 180
days subject to any required approvals from bond insurers.

(n) Security swap transactions. The city will seek to maximize its investment opportunities, when
advantageous to do so, by selling securities that have become expensive or "rich" to the market and
simultaneously purchasing similar securities that offer a higher relative return. This concurrent
purchase and sales is commonly referred to as a "swap". The goal of this transaction type is to:

(1) Improve the quality of the portfolio by selling a security with a higher risk and buying a security
with a lower risk;

(2) Adjusting the target duration of the portfolio; or
(3) Increase yield by purchasing a security with a higher relative return than the security being sold.

In certain instances, the city may incur a loss for accounting purposes in the sale of a security during
a swap transaction. Such a loss will be considered acceptable only if the loss on the sale is expected to
be smaller than the difference in yield advantage over the horizon period.

If a broker/dealer proposes a swap idea, that same broker/dealer shall be given a "last look"
opportunity to match the lowest offer or highest bid.

(o) Portfolio monitoring. All trading losses incurred shall be reported immediately to the chief financial
officer with appropriate documentation that formed the basis for the transaction. A summary of
trading gains and losses shall be provided to the chief financial officer not less than monthly basis in
order to determine the propriety of trading activity. This information wili be included in the quarterly
investment report.

While this policy prescribes various maximum and minimum limitations, it is intended primarily as a
management tool. When the chief financial officer determines that an exception to one of the policy's
numerical limits is in the best interest of the city, and is otherwise consistent with the investment policy,
such exception is permitted so long as it is likewise consistent with applicable city, state and federal laws.
All exceptions made to this policy and the appropriate explanation or justification for the exceptions shalll
be reported in the quarterly investment report.

Whenever an exception is caused by an inadvertent breach of these policies, that fact shall be
reported in writing to the mayor and city council. Such report shall be made on a timely basis, but no later
than five business days from the discovery date of the policy exception.
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(p) Reporting. The cash and investment manager shall prepare a quarterly investment report. This
report which will include a summary of the current status of the general investment portfolio and
security transactions made over the prior quarter, will be delivered to each council member and the
mayor. The quarterly investment report shall include:

(1) A review of the bond market and U.S. economy;

(2) Realized and unrealized gains or losses on the portfolio (in accordance with GASB
requirements),

(3) Security allocation and maturity distribution of the portfolio;

(4) Portfolio characteristics as measured against selected benchmarks;
(5) Proposed portfolio strategy for the next reporting period;

(6) Detail of portfolio holdings; and

(7) Statement of compliance with written investment policy.

The above stated components of the portfolio performance reports can be adjusted at the discretion
of the chief financial officer.

In addition, the portfolio shall be marked-to-market monthly and a report shall be produced and
distributed to the chief financial officer showing realized/unrealized gains and losses on the portfolio at the
end of each monthly reporting period.

(q) Investment strategies. The following strategies may be used to maximize return on investments:
(1) Matching maturities to anticipated cash flow requirements.

(2) Maturity extension—A positive sloping or "normal” yield curve rewards longer-term investments.
Ali purchase decisions that do not involve the matching of known cash needs shall be based on

an analysis of the relative yield benefit to lengthening the maturity.

(3) Determination of an investment's relative value—By following historical spread relationships
between different security types and issuers, it is possible to determine the securities that offer
the best yield value on any given day. The city will seek to invest funds in the highest yielding
investment security within established policy guidelines for safety and liquidity.

(4) Market opportunities—Although money markets are generally efficient, there are opportunities
for yield enhancement by selling securities that become unusually "expensive" or high in price,

and purchasing similar securities that are considered "cheap" or low in price. These "swap"
opportunities often occur as the spreads between different types of securities narrow or widen.

(5) Anticipating market changes—Although it is not possible to consistently predict market trends,
an understanding of the factors that affect the market is important when determining an optimal
maturity for the portfolio. Trading is not to be made solely on the basis of interest rate forecasts,
but specific decisions involving maturity dates should consider short-term market expectations.

() Performance measurement. The investment performance of the City of Atlanta will be evaluated
quarterly by comparison to established benchmarks. The selection of the benchmarks will be based
upon the investment strategy and length of the investment portfolio and shall be approved by the
chief financial officer and the city council. The city currently measures performance against the
following indices:
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(1) 3-Month Constant Maturity (CMT) Treasury index
(2) 1-Year Constant Maturity (CMT) Treasury Index
(3) 3 Year Treasury Rate

4) 5 Year Treasury Rate

(s) Training. The investment officers and the persons authorized to execute investment transactions
shall attend at least one investment training session within 12 months after taking office or assuming
duties and receive not less than eight hours of instruction relating to investment responsibilities every

two years.

(ty Investment policy adoption. The city's investment policy is hereby adopted by ordinance of the
Atianta City Council en-September47-2004- on , 2014,
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