Investment Policy -
o Ci’ry of Surprise, Arizona. - -
1.0 Mlssmn Statement ' |

It i’ ’rhe rnvesrmen’r pohcy of ’rhe Cn‘y of Surpnse ro lnves’r pUbllC funds in a mcnner:’

whrch will moun’raln the safe’ry of principal, maintain quurdl’ry to meet cash flow needs .

and provide compe’rr’rrve rnves’rmen’r returns while conformlng to all Federal, Stafe
a vqnd other legal requrremen’rs, pnmorlly ou’rllned rn ARS §35—323 governrng ’rhe_ L

mves’rment of pubhc funds.

- '2 0 Invesfmen’f Monagemem‘ Au’rhon’ry

L ’Au’rhon’ry ’ro mcrncge The rnves’rmem‘ progrqm of ’rhe ley is gran’red To The Flnonce

"-{"_Dlrecror (herernof’rer referred to as “the Finance Director”) or desrgnee ond denved

from ’rhe Arlzoncr Revrsed S’ra’ru’res (A R. S ) §§35—321 35-323 e A

2 1 Delegohon of Au’rhonfy

e The Flnonce Dlrec’ror shall hcrve respon5|b|h’ry for ’rhe opero‘rlon of ’rhe ' ‘ﬂ
. investment program and shall act in accordance with established written -
i 'proc:edures and intemnal controls for ’rhe ‘operation of the rnves’rmen’r progrcrm
_fconsrs‘ren’r with’ ’rhls rnves’rmem‘ pollcy Procedures should mclude references to: -
” safekeeplng, delrvery vs. payment, lnves’rmen’r accoun’rrng, repurchcse
i clgreemen’rs wire fransfer agreemen’rs and ‘collateral/depository ogreemen’rs :
~.-No person moy engage in investment transactions excepr as provrded under. .-
“the terms of this policy cnd the procedures established by the Finance Director.
- The chmce Director shall be responsible for all ’rrcnsac‘rlons undertaken and: -
- shall eSTObllSh a sys’rem of con’rrols ’ro regulo’re ’rhe cctlvmes of subordlncfe
off|c|q|s ' : IR . L SR v

. ,The Flnance Dlrec’ror hcrs ’rhe cu’rhonty ’ro mancrge ln’rernoﬂy or ’ro delego’re ’rhe 2
o ymandgemen’r of ’rhe 1nves’rmenf progrom to an investment adviser. If authority
to manage all ora par’r of the investment program of the ClTy is delegcn‘ed to

- an mvesfmen’r odvrser, frhe Flnonce DrrecTor is responsrble for

Penodlc mves’rmen’r por’rfoho repor’nng . - ' S

' Evaluating thé performance of the externally monaged por’rfolro, \
Monitoring investment adviser's compliance with the investment polrcy, .
Conveyxng the investment needs of the City to the mves’rmen’r advrser' ‘
Developlng mves’rmem‘ srrq’regy wr’rh The rnves’rmen’r adwser :

% e ot e oo
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o 2 2 Inves’rmen’r Polrcy Adop’rlon
: The Cr’ry of Surpnse S lnves’rmen’r pohcy shcrll be odop’red by resoluhon by ihe

o City Councrl The polrcy shall be reviewed on an annual basis by the Frncnce .
Dlrecror or the Flnonce Commr’r’ree when crpphccble and crny modrfrcohons



TR Pége'ZQé of3'95 el

o vmade to fhe lnvesfmenf Polrcy musf be approved and adopfed by fhe Crfy
o Councrl : Ll » . L __
o 23 lnfernal Confrol

- ,'The Frnance Drrecfor shall esfablrsh a sysfem of rnfernal confrols, whrch shall be

documented in wrrfrng The internal controls shall be designed to prevenf loss o

~ of funds arising from fraud, employee error, ‘misinterpretations by third PC‘”'eS' e
L unanficipated changes in frnancral markefs or |mprudenf acfrons by b
L employees and offrcers of fhe Cn‘y ' ‘ '

i The ley is subjecf fo annual lndependenf revrew of |fs rnfernal confrols by an
external auditor. This revrew will provrde lnfernal confrol by assunng that -

“policies and procedures are being complred with. Such review may also resulf S

= B 'v‘confrol
24 Polrc:y Consrderafrons W

P Exempflon Any mvesfmenf currenfly held fhaf does nof meef fhe gurdelrnes of .
. this policy shall be exempfed from the requirements of this pollcy At mafurrfy -
Coor quurdaflon such monies shall be reinvested only as: provrded by this polrcy
e ”YAny deviation from the precedrng policy shall requrre fhe prror specrfrc wrrffen
o aufhorrfy of fhe ley Councrl or ley Manager R RNTIC LN

ThlS rnvesfmenf polrcy applles fo all funds of fhe ley

The Crfy wrll consolrdafe cash and reserve balances from aII funds in order fo

maximize investment eamings and to increase efficiencies with regard fo. investment
I managemenf pricing, safekeeprng costs and administration costs, excepf for cash in. S
- . certain restricted and/or special funds, which are exempfed from this polrcy '

~ Investment income will be allocated to the various funds based on their respecfrve
e parfrcrpaflon and in accordance wrfh generally accepfed accounfrng prrncrples

" 31 : Funds mcluded rn Polrcy

| ,These funds are accounfed for rn fhe Crfy S Audl’red Annual Frnancral Reporf
andrnclude L SR e ‘ 1

General Fund e Y ‘ ' ‘ :
Specral Revenue Funds (unless ofherwrse excluded in secfron 3 2 1 below)
‘Debf Service Funds : .

Caprfal Prolecf Funds

Permanent Funds :

Enferpnse Funds
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L% anofe Purpose Trusf Funds :
< Pension Trust Funds
4 AgencyFunds | S R B e
% Any new fund creofed by fhe Cr’ry Councrl unless specmcolly exempfed by
: fhe Councn RN , .

E Funds sef dsrde fo defedse Crfy deb’r in conjuncfron wrlh an odvonce refundlng

"y' ogreemenf will be invested in accordance with State sfofufes and dppropnofe bond :._
,documenfs dnd as. lhe ’rruslee bdnk holdlng such funds deems necessary L

lnvesfmenf rncome W|Il be ollocofed fo fhe vonous funds bdsed on fherr respec’rrve

:’v W 3 2 l Funds Excluded From Thrs Polrcy

The followmg funds dre excluded from fhrs polrcy dnd sholl ddhere fo fhe
’relofed bond covenonfs dnd federol gu1delrnes. } o :

v Specrdl Revenue Fund e PR R
o © . Municipal Properly Corporofron Fund - Bond Proceeds ST
e & Revenue Bonds lssued fo fmonce cerfom consfrucflon prolecfs R

| "'.:,"""40 Prudence

e V'Invesfmenfs shdll be mode wrlh judgmenf dnd core, under cwcums‘ronces fhen

. prevailing, which persons of prudence, discretion ‘and infelligence exerciseinthe - A
R mdndgemenf of their own affairs, not for speculation, but for lnvesfmenf consrdenng
Ry fhe proboble sofefy of fherr copn‘ol ds well as’ fhe proboble mcome fo be derlved

SR The sfondord of prudence fo be used by mvesfmenf ofl'"crols sholl be fhe “prudenf person L

,ond/or “prudent investor”. sfondord ‘and shall be applied in the confexf of managing an:’

overall portfolio.. Invesfmenf officers acting in dccordance with' written procedures and this-

" investment pollcy and exercising due drllgence sholl be relieved of personal responsibility for

. an individual secun’ry s credit. risk or. morkel price changes, provided deviations *from o
expecfohons are reported in @ flmely fClSthl"l ‘and the liquidity and the sale of securities are -
carried ouf in occorddnce W|fh the’ ferms of fhrs pollcy (Source GFOA Somple lnvesfmenf .

N Pollcy)

'5 0 Inves’rmenf Pollcy Objeclrves
k ,The pnmdry lnvesfmenl objecllves of fhe Clly in order of pnorrfy dre

: s

*

- Sdfefy
e quurdlfy
-;~:o Opfrmdl Yreld
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T porfrcrpoflon and in dccordonce W|fh generdlly occepfed occounfrng pnncrples SR i
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- ':Thesfeobjec:"r‘i'\‘/es are de.fibed '_b'elb"w:'

51 Safe’ry

- Inves’rmenfs shall be under’quen in o monner ’rhcf seeks ’ro ensure ‘rhe .
. preservation of capl’rol in the overall porrfoho The objec’rlve wilbeto ~ -

B - prudently mitigate credit risk ‘and inferest ro‘re nsk. Itis unders’rood by The ley
R ‘rho’r no mvestmem‘ is comple’rely free of nsk SRR R

’} '51 l Credl’r RlSk
e .'“The Cl’ry w:II seek To ml’rlgo’re credn‘ nsk WhICh is deﬂned as ‘rhe nsk of Ioss'_:,,if IR

“due fo the failure of the secun’ry |ssuer or bccker Mmgahng credl’r nsk is :
e to be ac:comphshed by L ) : : SR BT

e _? < lemng lnvesfmen’rs |n ’rhe pon‘foho ’ro 1‘he qsse’r clqsses demgnated as
E accep’rclble in A.R. S. §35—323 When possible, analysis of the credit -
- worthiness of <:|II individual debt issuers held in the portfolio should be
“conducted on an annual b05|s in an effort to’ guard ogolns’r lnveshng
N ‘in'weak or deteriorating credit situations; S
R 0,4,'Pre—quol|fy|ng the financial institutions, broker/deolers, and lnves’rmenf,;' ARER
. advisers with WhICh ’rhe Cn‘y W|Il do busmess in. qccordance W|1h
... Section13. Lo ~
T e Dlver5|fy|ng the mves’rmen’r por’rfollo so ’rhct fhe 1mpcc’r of po’ren’ﬂcl
.- losses from any one individual issuer held in the por’rfollo willbe RS
e hml’red Specific diversification parome’rers W|II be noied in Sechon 9 O e
S R Concen’rra’non cnd DlverS|f|cc’r|on ’ g : o

512 In’reres’r Ra’re Rlsk

. The ley WI|| seek to ml’rlgo‘re m’reres’f ro’re nsk, WhICh is deflned as ’rhe nsk EREETIRI
~_that the market value of securities held in the por’rfollo will decllne due ’ro O
" increases in ‘market interest rates subsequen’r fo ’rhelr purchcse ThlS
Rt ml’ngc’non will be accompilished by: : :

S S’rruc’runng ’rhe investment por’rfollo SO ’rhc’r secunhes ma’rure I
- concurrent with the anficipated cash requwemen’rs for ongoing -
operahons thereby avoiding, as much as possible, the need fo seII

, . securities info an adverse market environment prior o mo’rurl’ry, ;.

* & Investing funds primarily in shorter-term securities or similar lnves’rmen’r

- pools and limiting the average maturity of ’rhe por’rfoho in.

accordance with the needs of the City; : SRR
Utilizing external research and advice regordlng ’rhe curren’r m’reres’r ST
 rate outlook and globol economlc condn‘lon ’ro op’rlmlze por’rfoho ST ’
- dura’rlon s’rra’regy . o

T
S
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52 quurdl’ry

: The rnvesrment por’rfollo sholl remain suffrcren’rly lquId to mee’r onhcrpo’red cosh

- flow requirements. Thisis to be dccompllshed by s’rrucTunng the portfolio so -

| - that securities mature concurren’r with anticipated cash flow.needs (sfd’rlc

et _ liquidity).: Furthermore, becouse all possible cash demands conno’r be -

3 ;dnhcrpd’red the pon‘follo should consrsr of secun‘nes for WhICh ‘rhere dre dc’rIVe

R secondo'ry mquers (dyndmlc llqurdl’ry)

' 53 Op‘nmol Yleld el S . ) RS AT R ,
S Re’rurn on mvesTmen’r is of Iesser lmpon‘dnce compored ro The sofe’ry dndf-_
o liquidiity. objechves descrlbed above: . The investment por’rfollo shall be:
.-+ designed to op’nmlze the yield the City ob’rdlns from the portfolio taking intfor
-~ account the criteria of the investment policy, the dyndmlc liquidity needs of . .
.. the City and the current interest rate outlook/economic condl’non Secunhes L
i shdll generdlly be held un’nl mo’run’ry wr’rh ‘rhe foIIowrng excep’nons 3 ST

A secun’ry wn‘h decllnlng credli mdy be sold edrly ‘ro mlnrmlze loss of‘_'-:",v'_"

pnnC|pdl

s ':' Liquidity needs of ’rhe por’rfoho requrre ’rhd’r ’rhe securl’ry be soﬂd

h % Securities” may be sold to be’r’rer reposmon ’rhe por’rfolro in dccorddnce Wﬂh .

‘better mdrke’r oppon‘unmes

nEs _16._0-' o

Au’rhonzed ond Suﬂoble lnves’rmem‘s

e .;:"_6 1 Elrgrble mves’rmen’rs for publrc monles ‘

: o A R S §35 323A def" ines ehgrble mvesfmen’rs dleIdee for ’rhe Cr’ry ’ro rnves’r |n os
s foilows

‘ 6. 1 1 Cer’nflc:d’res of deposr’r rn ellgrble deposﬂones
- '6 1 2 : In’reres’r beonng sowngs dccoun’rs |n bdnks dnd sovrngs dnd loon

» lns’rl’ru’nons doing business in this state whose accounts are insured by federdl ,‘ N

: deposit insurahce for their lndus’rry, but only if deposits in excess of the
‘insured omoun’r are secured by the eligible depository ’ro ’rhe some ex’ren’r

o dnd in ’rhe some monner ds requwed under ’rhrs dr’ncle

6 3 '. Repurchdse ogreemen’rs wr’rh a mommum mo’rum‘y of one hundred
ergh’ry (180) days. BRI e B )

: '6 1 4 The pooled lnves’rmen’r funds es’rdbllshed by ’rhe s’rcr’re ’rreosurer
: pursuom‘ to § 35—326 o

- 6. 1 5 Oblrgdhons lssued or guordn’reed by ’rhe Unl’red S’rd‘res or dny of
~the’ senior debt of its agencies. sponsored agencies, corpordhons '
sponsored corporo’rlons or ms’rrumen’roh’nes ' L

5/18/2007 e e T P e T e
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6 1 6 , Bonds or o’rher ewdences of lndebfedness of ’rhls s’rd’re or dny of lfs ) [ :
e ___counhes lncorpordTed cn‘nes or fowns or school dls’rnc’rs 3

SN 7. Bonds, no’res or ewdences of lndeb’redness of ony coum‘y, ,
R munlc:|pdl district, munlc:lpdl u’nll’ry or spec:|dl ’rdxmg district within this s’rcn‘e
. thatare pdydble from revenues, eamings or a speC|dI ’rdx specmcolly
_ pledged for the pdymenf of the pnncnpdl and interest on the obllgdhons

L -and for the pdyment of which a lawful Slnklng fund or reserve fund has been e

T .es’rdbllshed and is belng mainiained, but only if no defdul’r in pdymenf on:-.

i principal or interest on the obllgd’rlons to be purchdsed has occured W|’rh|n L

o five years of ’rhe date of investment, or, if such obllgdhons were lssued Iess
than five years before ’rhe date of mvesTmen’r no defaultin pdymen’r of

By principal or interest has occurred on the obligations to be purchased nor -

o ;"_"dny o’rher obllgdhons of ’rhe lssuer W|’rh|n f|ve yedrs of The mves’rmen‘r N

: 6 1 8 Bonds notes or ewdences of mdebiedness lssued by ony coun’ry |
L -|mprovemem‘ district or munlcnpdl lmprovemen’t district in this state to
- finance local |mprovemenfs authorized by law, if the pnnCIde and lm‘eres’r

of the obligations are pdydble from assessments on real properfy wn‘hm ’rhe :-:,"

- A lmprovemem‘ dls’rrlc’r An lnves’rmem‘ shdl| no’r be mdde if.-

6 1 8] The fdce volue of dII such obllgdhons dnd SImIICll' i N
e obllgd’nons ouTstdndlng, éexceeds flf’ry per c:en1L of ’rne mdrke’r volue ’
- of theredl property, and if |mprovemen’rs on Wthh the bonds or.

’rhe assessments for the pdymen’r of pnnC|de and ln’reres’r on the A

S bonds are liens lnfenor only fo ’rhe Ilens for generdl dd volorem i

6. 1 8 2 A defduh‘ in pdymen’r of pnncuodl or mferes’r on ’rhe I
,obllgdhons to be purchased. has occurred WI’rhln five yedrs of ’rhe A
. date of investment, or, if the obhgo’nons were issued less than five'.
- years before the date of investment, a defauit in the pdymen’r of
principal or |m‘eres’t hds occurred on the obhgd’ﬂons to be .

" purchased or on ony o’rher obllgd’rlon of The issuer WI’rhln f|ve Yedrs A

. 'fi"-,.g'f_» of the investment. SEE R R S 5
>'6 1.9. CommerC|dI pdper of pnme qullfy ’rhdf is ron‘ed “P] " by Moody s
5 mves’ror $ service or rated “A1" or better by Standard and Poor S ro’nng

‘service or their successors. All commerC|d| paper must be issued by -
: corpord’nons orgdnlzed dnd domg busmess in ’rhe Unn‘ed Sfd’res

- 6.1. 1. 10 v Bonds deben’rures dnd no’res ‘rhd’r are lssued by COﬂ’pOl’GTIOhS s
' orgdnlzed and domg business in the United States and that are rated “AY or S

better by Moody s lnves’for Serwce or STGndGI’d dnd Poor $ rd’nng serv;ce or : -

S ’rhelr successors

s18n007 St Ea e e g
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- 62 Inehglble Inves’rmen’rs
- Inves’rmem‘ ’rypes whrch are prohrbr’red mclude

Inverse Floofers

In’reres’r Only Secun’rles - - -
Interest bednng secunhes ‘rho’r hdve a possrbrln‘y of no’r occrurng curren’r

- income - : oy : . ol n T S
_020' Becrrer—form securrhes

Y S N
. VVV‘V-

o AII o’rher lnvesimen‘rs ore Thereby prohlbl’red from consrderdhon for mves’rmem‘ L

__The Cl’ry may desire to be more conservative in its lnves’rmen’r por’rfollo dnd
resfnct or prohrbl’r Cer’roln of ’rhe mves’rmen’rs ||s’red dbove |n sec:T ion 6 1

iy ‘63 lnves’rmem‘ Rohng Downgrode

=5 The Cl’ry mcry from ’nme ’ro hme be lnves‘red in o secun’ry whose ro'nng is
downgroded by a Ndhonolly Recognlzed Sr‘ohshcol Ro’nng Orgonlzo’non
f (NRSRO) In the event of g downgrode the desrgnofed investment mdndger o
.~ shall report the downgrode to the Flnonce Director or desrgnee Inthe event. ~
. of a downgrade below the minimum credﬁ rotrng criteria permlr’red by this=
mves’rmen’r policy, the desrgnd’red lnves’rmem‘ odvrser shdII |mmedron‘ely repor’r T
- the downgrade and the action to be taken to the Finance Director. The -
. “ - Finance Director or designee shalll repor‘r to the City Council, at ’rhelr next e
o regulorly schedule meehng, bo’rh ’rhe downgrade ond ’rhe ochon ’rhd’r hos L
beenquen : L T ; L S NI ) i

_'6 4 lnves’rmen’r Selechon

B :_The Cn‘y, If worklng dlrec’rly wr’rh broker/dedlers, shdll Trdnsocr dII secun’ry
- purchases and sales ’rhrough a competitive process, require the solrcfrd’non of .

R at least three bids from an approved broker/dedlers list. Securities selecTed for 2 ST o

: purchdse orsale shdll ophmlze the investment objectives of the overall L
- portfolio. For each security purchdsed the City shall accept the offer wr’rh ‘rhe o
" lowest price (highest yield) provided it mee’rs the safety and liquidity ' B

i requrremen’rs for each security to be sold the Cl’ry shdll selec’r ’rhe b|d whrch .
L generd’res ’rhe hrghesi soles pnce : , SR R

B Personnel mvolved wﬂh eoch purchose/sole shdll documen’r dnd re’rdln wrlh‘en .
N Vrecords of each transaction, including the name of the financial institutions -

- solicited, rd’res guoted and any special considerations that had an impact on S
.= the decision. If the lowest pnced security (highest yield) was notselected for o
-~ purchase, an expldno’non descnblng ’rhe rohonole shdll be lncluded in ’rhls .

record ’ - : . : R , T
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P The rnvesfmenf ddvrser shdll exercrse lfs besf efforfs dnd drscrefron inoo - ,
-~ negofiating the best security transaction executions available at the time, Lo
- without regard to dny broker desrgnofrons or preferences for fhe exclusrve B
benefrf of the ley I e B ‘ o

5 -6,5 Governmenf Sponsored Invesfmenf Pools

5 Prlor fo fhe Crfy belng rnvolved in d governmenf sponsored rnvesfmenf pool
. the Finance Director shdll perform a review of the pool and |fs polrcres dnd
£ _procedures The Irsf of |ssues shdll rnclude buf is nof Irmrfed fo E,

L% Securrfres - Governmenf pools mory |nvesf rn a brooder rdnge of secunfres ER RN S
_ than the City may. invest in; it is important to be aware of ond fo R
s aeh comforfdble with fhe securities fhdf will be purchosed fo e
% Interest— lnferesf is not reporfed ina sfonddrd format; |f is |mporfonf fo
. know how inferest is ‘quoted, calculated, and distributed i in order fo
~. . maoke comparisons with other investment dlferndfrves i
R Secunfy -will help ¢ defermme if secunfy measures are desrgned fo help
. S sofeguord funds from loss of prrncrpdl and loss of mdrkef value*
% Operations — will help defermrne whefher fhls pool meefs fhe Crfy s
- - operational requrremenfs R B
& Statements —it is |mporfdnf for fhe Crfy fo recerve sfdfemenfs monfhly so PR
R the pools records of activity and. holdrngs are reconcrled i e
~ «% Bond Proceeds —itis rmporfdnf to know whether the pool ocoepfs bond
e ‘proceeds and whefher the pool quohfles with. fhe U.s. Deporfmenf of
S Tredsury as dn accepfoble commrngled fund for drb|froge purposes

66 Repurchose Agreemenfs

‘ Repurchose dgreemenfs mdy be ufrlrzed when dfl of fhe followrng condlfrons
dremef e : L : '

_The ferm of fhe repurchose ogreemenf ShGIl be for 180 ddys or Iess
The City or rnvesfmenf adyiser, if dpplrcoble shall hove properly -
executed a Master repurchase dgreemenf wrfh edch frrm wrfh whrch |f
. enters intfo Repurchase Agreements - =~ < - s
% Repurchase agreements shall only be mdde with counferporfres fhdf ore ’
- primary dealers of the Federal Reserve Bank of New York rdfed AAA by
. _fwo ndfrondlly recognrzed rating agencies. - :
% The market value of securities that underiay a Repurchdse Agreemenf O
. shall be valued at 102% or greater of the funds borrowed against those - o
securities and the value shall be viewed weekly unless market condrfrons
- warrant daily valuations. Each fime there is a substitution of collateral,
~ the market volue must be colculdfed dnd fhe Crfy nofrf ed of fhe
o ,subsfrfufron SO e S i ~

%t
o.o‘,o_’
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IR < Colldferdl shdll be hmlfed fo obllgdflons of fhe U S. Govemmenf ond |fs
¢ dagencies dnd u.s. Govemmenf sponsored enferpnses AT '
‘ . 4 Collateral shdll be dellvered to a third party custodian dnd fhe ley shdll
Fe obfdln o perfecfed flrsf secunfy mferesf in all colloferol ‘ .

70 Colloferdhzoflon v

Colloferdllzoflon is requwed on repurchose ogreemenfs ln order to dnfrc:Ipdfe mdrkef ERET '
s chdnges and provide a level of security for all funds, the colldferdllzoflon level will be

o 102%) of market value of pnnmpol and dccrued rnferesf Collateral shall be hmrfed
- to oblrgoflons of the U. S Governmenf ond lfs dgenCIes ond U S Govemmenf ‘

: Secunfres wrll be reglsfered in fhe ndme of fhe ley of Surpnse Colldferdl W|Il ledys
o be held by an rndependenf third porfy with whom the City has a current cusfodlol R
'ogreemenf A cledrly marked evidence of ownershrp (sofekeeplng recelpf) musf be : o

e ."A._?'_supplled to fhe cusfodlon ond refcuned

8 O Sdfekeeplng ond Cusfody

Dehvery vs demenf AII frddes of morkefdble securlfles wrll be execu fed by dellvery'

" The nghf of colldferol subsflfuflon |s grdnfed HS e e

e Vvs. poymenf (DVP) 16 ensure that secunfles dre deposrfed in an ehglble f ndnC|dl
L Insflfuhon pnor to fhe releose of funds S L L

Sofekeepmg Secunfles W|Il be held by a cusfodldn selecfed by fhe Crfy dnd , o
‘évidenced by sofekeeplng recerpfs The sofekeeplng institution shall dnnuolly prov1de e
a copy of their most recent reporf on lnferndl confrols (Sfofemenf of Audlhng

standards No. 70, or SAS 70)

; 9 O Concenfrdflon ond Drversrflcoflon

S vlf is fhe pohcy of fhe ley fo dlversrfy its mvesfmenf porffollos The Invesfmenfs sholl be R R

. diversified fo eliminate the risk of loss resulting from over concenfrdfron of dssefs ina:
specrflc mdfunfy lssuer or cldss of secunfles ‘

S Af fhe frme of purchdse a mdxmum of 5% of the mdrkef volue of fhe porffollo moy

S be invested in debt issued by any single entity.: Debt issued and backed by the R

o Unlfed States Tredsury or Governmenf Sponsored Enflfres (GSE s) are exempf from fhrs = ’
B concenfroflon cnfend , 2 o . o

CUUsAsR007 e
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an lO O Mrnlmum Acceploble Credrl Quoln‘y

: ';Al ‘rhe ’rrme of purchase, all corporole securrlres mus’r hove a mrnlmum ro’rrng by o’r
_ least one of the Nationally Recognized Statistical Rating Orgonrzolrons (NRSRO's), -

o ‘which typically include Standard & Poor's, Moody's and Fitch Rating Agencnes The ;

~ short-term rating shall not be lower than the City of Surprrse cumrent General

Obllgolron (G.0.) Bond Rolrng and the long-term rating shall not be lower ‘rhon one
_:grode higher than the Crly of Surprrse G O. bond rolrng (see Exhlbrl l lor _
' commensuro’re rohngs) e 8 ey , A '

” In no cose sholl ’rhe ro‘rrng be lower lhon “A” os requrred by A R S §35—323 os

L o omended

Y 'vll O Mo’run’ry Poromelers : : R ‘ G SR
ARS. §35-323A allows for a moxrmum mo’run’ry of frve yeors of oll publrc monles in

3 'elrgrble rnves’rmem‘s “The Cn‘y sholl mo’rch lnves’rmem‘s with onlrcrpo’red cash flow: S
requrremenls and will no’r drreclly rnves’r m secun’rres mo’runng more ’rhon S) yecrrs from"__...__f .

e the sel’rlemenl do’re

Funds Moxrmum Mo’runly R R 5 Yeors

BTN L
A _0,0 .

TR e
_'~.-’0’,

Porlfolro Duro’rlon Ronge +/ 20% of the Por’rfolro
O ,Dura’rron Torgel :

12. O E’rhrcs ond Conflrcls of In’reresl

. Crly employees lnvolved in lhe rnves’rmenl process sholl refrorn from personol busrness RN

i “activities that could conflict with the proper exec:ulron and monogemenl of the .
investment program or which could i impair their obrlrly to make impartial investment

"~ decisions. ‘Employees and investment officials shall disclose, within sixty (60) days, ony.' St

‘material interests in financial institutions with which lhey conduct business. They sholl

i - further disclose any large personol frnoncrol/lnveslmenl positions that could be -

£ "reloled to the performance of the investment porlfoho Employees ond officers sholl
L ??[refroln from undertaking personal investment lronscrc’rrons wr’rh lhe same |nd|v1duol
T "wr’rh whrch busrness is conduc’red on beholf of ’rhe Cn‘y :

L 13 0 Aulhorrzed Frnoncrol lnslrlullons ond Brokers/Deolers

_‘The Frnonce Drreclor or desrgnee shaill mornlorn a lrsl of ou’rhorrzed broker/deolers
. and frnoncrol institutions which are opproved to provrde investment services.
- When the City is investing drrec’rly with Brokers/Dealers or through an Investment

o ‘._Advrser investment transactions shall only be conducted with financial institutions,
_selec’red by credrl wor’rhrness, ’rhol are llcensed as may be requrred by law, to do B

5/18/2007 Sl T s e B T S ey o

- Maximum Maturity for Repurchose Agreemenls 180 Doys : 5 I e
Porlfolro Durcr’non Torgel A “To be defined by the Frnonce '

,'Drreclor/ Inveslmenl Aclvrser
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. busmess |n Anzond andry governmen‘r securmes dealers or broker—dedlers,

e “engaged in the business of selling governmen’r securities, shall be registered in

- ~ compliance with section 15 or 15C of ’rhe Securities Exchdnge Ac’r of 1934 dnd

o o regls’rered pursuam‘ ‘roA R S. §44-3101 os amended

> I’r shdll be The responsnbm‘ry of_ The broker—dedler or mvesfmem‘ ddwser ’ro provnde 1he

ey 3 followmg as dppthbIe

T
<

of the fiscal year; - 3

Most recent undudl’red quqr’rerly fmcncml sTd’remen’rs, R S
Proof of National Association of Security Dedlers cer’nflca’rlon, Gl
Proof of Arizona reglsfrd’rlon (ds needed); N P e v
, Regls’rrdhon with Securities and Exchange Commlsswn (Form ADV Pdr’r 2)

EBCNEIR YOI B S SOV
“_of o o,o.o.o E

lnvesfmem‘ pohcy

"__ An dnnual reV|ew of 1‘he fmoncml condl’rlon dnd reglsfrd’nons of edch dpproved
o i ndncndl institutions, broker/dedlers dnd/or mves’rmem‘ ddwser WI" be conducfed by

’rhe Flndnce Dlrec’ror
. 1: 14 0 Performdnce S’rdnddrds

vThe lnves’rmen’r por’rfollo WI“ be de5|gned W|’rh ’rhe ob]ec’rlve ’ro obtcun d (rd’re of

_ P ,re’rurn) mdrke’r average rate of refurn ’rhroughou’r budge’rdry and economic cycles
commensurd’re ‘with ’rhe mves’rmen‘r nsk cons’rrdln’rs dnd ccsh ﬁow needs of ’rhe Cl’ry

FE '14‘1.17 Benchmdrk (Mque’r Y|eld)

'The bGSIS used by 1he Flndnc:e Dlrec’ror ’ro de’rermlne wheTher mdrkef ylelds clre B
et belng dchleved shall be to identify a benchmark that is comparable fo the -
portfolio’s investment duration. The benchmarks shall be reflective of the dC’fUdI

. Audl‘red mos’r recen’r dnnual fmancml std’remenis wn’rhln snx mom‘hs of fhe c!ose g e

A signed letter dcknowledglng ’rhon‘ fhey hdve redd dnd dgree 1To dblde by The o

'~ securities being purchased and risks undertaken, and ’rhe benchmcrks sholl hdve S

S a s|m|lor welgh’red dverdge md’rurn‘y as 1he por’rfoho

: ‘The performdnce of an ochvely mdndged por’rfoho on behdlf of ﬂhe Cl’ry will be 5 f'; s

expected to at least match the performdnce of the Local Governmen’r
' Inves’rmen’r Pool (LGIP) of. The Sfd’re of Anzond dunng dny one-yedr penod

Occcsmnclly, bdsed on the lquIdlty needs and the por’rfoho s’rrcn‘egy of the Cl’ry B

it may be redsondble and desirable fo measure portfolio performonc:e ogdlns’r a.
~total return benchmark. After consultation with 1he ex‘rerndl mdndger, 1he
'Flndnce DlrecTor will de’rermme ’rhls benchmork e . v

CUUUSMSR00T el g
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R 150 Reporhng

o The Fmonce Drrecfor shdll produce for The governlng body of The Cl‘ry or ’rherr

: desrgnee an investment repor’r at least quor’rerly The purpose of the report is ‘ro SRR
... enable the Crry to ascertain whether investment activities during the repor’ﬂng penod e
t hdve conformed to ’rhe rnves’rmenr pohcy The repon‘ should mclude S

A Irs’r of rndrwduol securmes held d’r The end of the repor’nng penod
-_The realized and unreolrzed gains orlosses in the pon‘follo, o L S
‘The duration of the porffoho and of edch secun’ry heldi in ’rhe por’rfollo, i
The mo’run’ry date of eoch secum‘y held i in ’rhe por‘rfollo, ’ .

;The book value and market value of edch secum‘y in ihe pon‘foho

The percen’roge of ’rhe ro’rol porh‘ollo morke’r volue ’rhd’r edch secun’ry
' represents : :

R N -'04,0'«
0.01_49.0 LRI o.o .

The penodrc interest edrnlngs of each securﬂy held in The por’rfollo, ,
" The credit quality of each secun’ry held in the portfolio; '

S Y YO
e

LS _' ex’rerndl mdndgememL ond custody serwces

Cusfodron Rec:oncrlrorron The report of rnves’rmen’r ho!drngs shdll be reconc:ﬂed |
wr’rhrn 30 days of ’rhe close of edch month to the City's cus’rodldn bdnk LR
Drscreponues sholl be repon‘ed ’ro the Frndnce Dlrec’ror s s

The yield to mdrurlty of rhe pon‘foho dnd of eoch secun’ry held in ’rhe por’rfolro,'_:_ SO

A penodlc summary of por’rfollo ’rronsoc’rlons lncludlng fees |nc:urred for - ey



RER | fherefore pgyoble fo rfs bearer

' the investment portfolio. A benchmark should represent a close Correlofron fo fhe
R Ievel of rrsk ond fhe overoge durofron of fhe porffolro s rnvesfmenfs :

1 Bld The pnce offered by d buyer of secunfles (When you dre sellrng securlfres, you

b et T N i Page3030f395-

" 16 O GU|del|ne Glossary

S 'Asked The prrce df whrch secunfres dre offered

= : Bankers Accepfance (BA) A drdff or brll or exc:hdnge dccepfed by a bdnk or frusf
_— compony The dccepfrng rnsfrfufron guordnfees pdymenf of fhe brll ors well crs fhe
rssuer NN et e e RN RO

s Descnbes issue form of secunfy nof regrsfered on fhe rssumg corpordfron s books, ond

Benchmark. A compcrrdfrve bdse for medsunng fhe performdnce or rrsk folerdnce of _ T

'."',",,YIOSk for a brd ) See Offer

S v'vBroker A broker brlngs buyers ond sellers fogefher for o commrssron

Cerflf‘ cqfes of Deposrf (CD) A mdrkefdble recelpf for funds deposrfed }|n a bonk or , | "1 -

e ,Collaferallzed Morfgcrge Obllgclfrons (CMO’s) Pdss-fhrough secunfres colldferdlrzed

) by residenfial morfgdges for whrch prepoymenfs are segmenfed to allow for more

P ?'pre drcfdbl e cosh f|ows lssuers are pnmdnly FNMA dnd FHLMC (Freddre Moc}

. c:ommercmrl Paper An unsecured promrssory nofe (mdfunfres l 270 ddys) |ssued by

bonks corpordhons publrc enfrfles dnd flnonce componres

3 Comprehenslve Annual Flnancml Reporf (CAFR) The offrcnol dnnucrl reporf for fhe ley __

- of Surprise. It lncludes five combined statements for each |ndrvrduol fund and -

.. g account group prepdred in conformity wrfh GAAP. [t also includes supporflng

schedules necessary to demonstrate complldnce with finance-related legal dnd
confrdcfucxl provmons, exfensrve rnfroducfory mofendl dnd a defdrled Sfofrsfrcol

o , Secflon

. Corporafe Nofes dnd Bonds Corporofe debf rnsfrumenf Mofurmes ronge from nlne

T monfhs fo 30 yedrs

% 'Coupon (o) The dnnuol rate of rnferesf that q bond s issuer promrses fo pay he j; L b

" bondholder on the bond s face volue (b) A cen‘rf cate dffoched fo a bond
s evrdencrng rnferesf due on a pdymenf ddfe i e

L SBR00T,. e e L g
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Dealer A dedler, as opposed fo a. broker, ocfs os a pnncrpol ln oll fronsocflons |
i buyrng ond selhng hrs own occounf C e o i

' Debenfure A bond secured only by fhe generol credlf of fhe rssuer

_, s Dellvery versus Paymenf There dre fwo methods of dellvery of secunfres dellvery
S0 _versus pdymenf and dellvery versus receipt. Delivery versus poymenf is delivery of el
- . securities with-an exchange of money for the securities. ‘Delivery versus recelpf is
Ll dellvery of secunfles wrfh an exchonge of o S|gned recerpf for fhe securlfres BRI

: -‘ lndependenf refurns L

N Dwerslf‘ caflon' DlVIdIng mvesfmenf funds omong a vonefy of secunfles offenng

- Y-Federdl Credlf Agenmes Agenaes of fhe Federdl governmenf sef up fo supply credrf e

ey 'jﬂdeposns currenfly up fo $TOO OOO per deposrf o

R to various classes of institutions and individudls, e.g. S&L's smoll busrness f" ms, o
sfudenfs formers, form cooperofrves, ond exporfers T ST N T e

o Federql Deposlf Insurance Corporaflon (FDIC) A federol ogency fhof |nsures bonk

) 'Federcrl Ndflonal Morfgage Assocmflon (FNMA) FNMA Ilke GNMA wos chorfered

ok under the Federal National Morfgoge Association Act in 1938 FNMA is a federal -

corporoflon worklng under the auspices. of the Deporfmenf of Housrng and Urbon

Development (HUD]). Itis the lorgesf srngle provnder of re5|denfrol morfgoge funds i in - ’
%" the Unifed States. Fannie Mde, as the corporoflon is colfed isa pnvofe sfockholder-
. owned corporoflon The corporohon s purchoses lnclude a vorlefy of odjusfoble

U pnncrpol ond mferesf

S mortgages. FNMA's securities are also highly liquid and are widely accepted. FNMA"‘:‘I_“.. S

~ assumes and guarantees that alt securlfy holders W|II receive hmely pdymenf of

Floafmg Rafe Securlfles Corpordfe or Federol Agency debf in WhICh fhe penodlc

' ycoupon is resef bdsed upon a formuld sfofed of fhe flme of |ssue SRR

- “‘Funds Max1mum quurrfy The Iongesf occepfdble flme fo mdfurrfy fhof ony One SR

o ‘j'secunfy in fhe porffoho moy hdve at fhe flme of purchose

'_ Governmenf Nafronql Morfgage Assocmflon (GNMA or Glnme Mae) Secunfles :
et mﬂuencmg the volume of bank credit guoronfeed to GNMA and issued by mon‘gdge. S

e bankers, commercial banks, savings and loan ossocrdflons, ond other lnsflfuflons

Secunfy holder is protected by full folfh and credit of the U.S. Governmenf Glnnre
~ Mae securities are backed by the FHA, VA or FMHA morfgdges The ferm “poss :
SR fhroughs" is offen used fo descnbe Glnnle Moes 3

- ‘_Inferesf-only S'h'lp (10) T - IR
A security based solely on fhe mferesf poymenfs from a pool of morfgoges Treosury :

v “bonds, or other bonds. Once the principal on the morfgoges or bonds has been
- 'repold mferesf poymenfs sfop, dnd fhe volue of fhe IO falls fo zero '
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‘lnverse floqler Ll s

A denvolrve |ns’rrumenlnyvhose coupon ro’re rs lrnked ’ro ’rhe mcrrke’r ron‘e of ln’reresl |n

.o-an inverse reldhonshlp

“F declrnes

= 'lnversefloalmg rate nofe S e e e e e T ey
A vonoble—ra’re securn‘y whose coupon rcrle lncredses CIS d benchmdrk rn’reresl role

g f‘lnveslmenl Advrser An lnves’rmenl frrm wn’rh demonslrd’red exper’rlse in lhe A5 |
mdndgemenl of rnves’rmen’r por’rfolros that ocls as o ﬁducrdry for client ossers and -
. held o the “Pruden’r Expert” standard of care; reglsrered with and: reguldled by lhe

. SEC under the Investment Advisers Act of 1940 dnd compensoled on lhe dels of
dsse’rs Under mdndgemenl no’r lrdnsochons e S e

i V-i:' f qum rlyﬁ 'A I|qU|d dssel is one lhcn‘ con be conver’red eosrly dnd rdprdly lnlo ccrsh

e done dl lhose quoles

mveslmen’r dnd_r 'mveslmen’r

_”purchdsed orsold

- without subs’ronhdl Ioss of volue In the money mdrkel a secun‘ry is sold to be lquId |f
the spredd between b|d dnd osked pnces is ndrrow ond redsondble srze con be '

LGlP Locol Governmenl lnves’rmenl Pool (LGlP) The oggregdle of dll funds from A, o

‘ poln‘rcol subdrvrsrons that are ploced in lhe c:us’rody of ’rhe S’rd’re Trecrsurer for '

S Markel Value The pnce dl whrch a securlly is ’rrodlng dnd could probobly be

B Malurlly The dd’re upon whrch lhe pnncrpdlor sldled volue of dn mveslmen’r

i ':":f' '» becomes due ond pdydble

: Maxrmum Malurlly for Repurchase Agreemenls The Iongesl dccep‘rdble hme lo T

L mdlurr’ry lhcrl dny one repurchdse dgreemen’r in rhe por’rfollo mdy hdve at lhe ’nme of 5

E purchdse

= Money Mquel The mdrke’r in wh|ch shor’r—lerm deb’r ms’rrumen’rs (bl”S, commercrol

= o _‘poper bonkers dccep’rdnces e’rc) dre rssued dnd lroded

1y ,Munu:lpdl Obllgqhons Tddele or ldx—exempl mumcrpol SeCUﬂTleS TYP'CO"Y secured

EaR: ,'_ by general governmenldl funds from ldx revenue ora munrcrpdlly operdled
_'enlerpnse ’ e i B A R

T Offer The prlce dsked by a seller of secunlres

. ‘ Porlfollo Collechon of secunlres held by dn mveslor
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. Porlfollo Durafron Targef Durofron is fhe welghfed average mofurrfy of a porffolro s o
PR cosh flows, ‘where the presenf values of the cash flows serve as the weights. Thus, .
'+ portfolio duration forgef is a pre-defermrned durofron of WhICh a porffollo Is expecfed g

o fo be mornforned . . . . : : '

8 - Porffollo Durclfron Range An occepfoble ronge rn whrch fhe ocfuol porffoho durofron;. e
o ;fcon devrofe from fhe Porffollo Durofron Tcrrgef e : ST

anary Deqler A group of governmenf secunfres deofers who submrf dolly reporfs of

S market ocfrvrfy and posrfrons ond monfhly financial sfofemenfs to the Federal -

' "Reserve Bank of New York ond are subjecf to its informal oversrghf anory deolers '

'_ _.rnclude Secunfles and. Exchcmge Commrssron (SEC) reglsfered secunfles broker— i s :
e ‘deolers, bonks ond afew unregulofed frrms T R L R T )

_ Prudenf Person Rule An mvesfmenf sfondord In some sfofes fhe Iow requrres fhof a -'f'-v RO
S fldUCICII’y, such-as a frusfee, moy invest money onIy in‘a list of securlfres selecfed by -
- the cusfody sfofe—fhe so-called Iegol list. In other sfofes the frusfee moy rnvesf in o

securrfy if it is one whrch would be bought by a prudenf person of discretion ond

S jmfelllgence who |s seeklng o reosonoble rncome ond preservoflon of coprfol

: Repurchase Agreemenfs Sfondordrzed srmulfoneous purchose ond sole of fhe L

i same security by approved brokers/dealers. Repurchose Agreemenfs are, in effecf

short-term (overnrghf) loans collateralized by securities. Two types of colloferol are.

o ,"-.:_",crufhonzed U S Treosury secun’rres ond U S Governmenf Agency secunf_res SRR : A

s ‘Safekeeprng A servrce fo cusfomers rendere'd by bonks for a fee whereby secunfres
- and voluobles of crll fypes crnd descnpfrons ore held in fhe bonk's voulfs for B

=y '}profecflon

, Secondary Mquef A morkef mode for fhe purchose ond sole of oufsfondlng rssues e

" foliowmg fhe |n|f|of dlsfrlbufron

5 'Securlfles & Exchqnge Commlssron Agency creofed by Congress fo profecf rnvesfors SR

: .v"lrkrn secunfles fronscrcfrons by odmrnrsfenng secunfres Iegrsloflon
SEC Rule 15C3 ‘l See Umform Nef Cclplfal Rule.‘

i Sfrucfured Nofes Nofes rssued by Governmenf Sponsored Enferpnses (FHLB FNMA

w ‘SLMA efc.) and Corporoflons that have |mbedded opfrons (e.g., call features, sfep-

Up coupons, ﬂoofrng rate coupons, and derivative- based returns) into their debt
- structure. Their market performonce is rmpocfed by the fluctuation of interest rofes

e fhe volofrhfy of the rmbedded opfrons ond shrffs |n fhe shope of fhe yreld curve.
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: - Umform Ne’r Caplfal Rule Secunhes and Exchange Commrssron requrremeni ’rha’r
* member firms as well as nonmember broker—dealers in securn‘les maintain a maximum
© ratio of lndeb’redness to liquid capn‘al of 15 ’ro 1; also called net capn‘al rule and neft ..

- capital ratio. Indeb’redness covers all money owed 1o a firm, lncludlng marginloans .
. and commn‘mem‘s ’ro purchase secun’nes, one reason new publlc issues are spread '

S U S Federal Agency Securlhesv’ffDeb’r obllga’ﬂons lssued by agenc;es of ’rhe U S

" among members of underwn’rmg synd|ca’res LIqud capl’ral lncludes cash and assefs B S
3 easﬂyconverfed into cash. L S e N L O A

e government such as ’rhe Federal Na’ﬂonal Mon‘gage Assocra’rlon (FNMA) and ’rhe

"_.f__"rhe secun’rles are generally iraded wr’rh an “lmplled" guaran’ree‘

Federal Farm Credn‘ Bank (FFCB) Whlle not explicitly guaran’reed by rhe governmen’r

S : U s. Treasury Bllls A non-ln’reres’r beanng dlscoun’r secunfy |ssued'by ’rhe U S Treasury

R to finance the nahonal debi Mosf brlls are lssued to ma’rure in ’rhree monfhs, SIX et

mon’rhs, or one year

= U S Treasury Bonds Long-ferm coupon beanng U S Treasury secun’rles lssued as

3w 'TOyears -

fdlrecf obhgahons of ’rhe U S Govemmen’r and havmg lnn‘ral mon‘unhes from ’rwo io fen

L Yield The ra’re of annual lncome re’rurn on an mvestmen’r expre__\ ¢ a

direct ObllnglOnS of ’rhe U S Governmem‘ and havmg |n|hal ma’rum‘les of more Than

:'U S. Treasury Notes} Medrum—‘rerm coupon—beanng U S Treasury secun’nes lssued as

percenfage RS .

L (a) Income Yleld is ob’ralned by dlvrdlng ’rhe curren’r dollar rncome by ’rhe curren’r s

. market price for the secun’ry Gl e
. (b). Net Yield or Yield to Maturity is ’rhe currem‘ |ncome yleld mrnus any premlum SR
.. above par or plus any dlscoun’r from parin purchase price, WITh the adjus’rmen’r T
. spread over ’rhe penod from The daTe of purchase ’ro ’rhe dare of ma’rum‘y of ’rhe RN
bond U . i v : . R TR L R . o
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The relohonshlp befween !ong ‘rerm rchngs and shor’r—ferm rohngs usmg S’rondclrd &
. -f Poor S Moody J and Flfch ra’ﬂng convem‘lons |s as follows ’ e






