TOMN OF MARCUS

RESCLUTI ON 2002- 04

A RESCLUTI ON BY THE TOMN COUNCI L OF THE TOMNN OF MARCUS
ADOPTI NG A POLI CY FOR | NVESTMINT OF TOWN FUNDS

WHEREAS, the Town Council of the Town of Marcus deens to have town
funds invested in secure depositories and maxi m ze returns on these
i nvest nents, and

WHEREAS, the Town Council of the Town of Marcus desires to devel op an
i nvestment policy to guide the investnment of town funds to neet these
obj ectives, and

WHEREAS, the Marcus Town Treasurer has fornul ated a proposed policy for
i nvestment of Town funds, and

WHEREAS, the Town of Marcus investnent policy has been witten in
accordance with Minicipal Treasurers’ Association of the United States
and Canada Model Investment Poli cy,

NOW THEREFORE, BE | T RESOLVED by the Council of the Town of Marcus as
fol | ows:

Section 1. The policy for investnent of Town funds set forth in the
docunment entitled “Town of Marcus Investment Policy June 2002” which is
attached hereto as Exhibit A and incorporated herein by this reference
as if set forth in full is hereby adopted as official policy for

i nvestment of Town funds.

Section 2. That the docunent entitled “Town of Mrcus | nvestnent
Pol i cy June 2002” replaces any and all previous Town of Marcus
I nvest nent Policies.

ADOPTED this 2nd day of July 2002.

TOMN OF MARCUS Counci | Approval:
Courtis

Terecia F. “Fran” Bolt, Mayor
Jenson

SEAL of the Byi ngt on

Town of Marcus
DePaul o

ATTEST: Hysom

C ndy A Al dous, CMC, PFO
Town C erk/ Treasur er



TOMN OF MARCUS
| N\VESTMVENT POLI CY

JUNE 2002

l. | NTRODUCTI ON

The purpose of this policy is to establish guidelines for the efficient
and prudent nanagenment and investnent of Town of Marcus funds. The
goal of this policy is to allowthe Town to obtain the highest possible
yi el d on avail abl e Town cash based on prudent investnent decisions and
gui del i nes.

. POLI CY

It is the policy of the Town of Marcus to invest public funds in a
manner consistent with the greatest safety and protection for the
Town’ s investrments. This investing of funds will, while protecting the
safety of the Town’s investnent, produce the highest investnment return
for neeting the cash flow requirenments of the Town and conformto al
Washi ngton State statutes, Town ordi nances and policies governing the

i nvest nent of public funds.

I11. SCOPE

The investnment policy applies to all financial assets of the Town of
Marcus. These funds are accounted for in the Town’s Annual Report, and
i nclude the General Fund, Special Revenue Funds, Capital Project Funds,
Reserve Funds and any new funds created by the Town Council, unless
specifically exenpted by the Town Counci l

V. PRUDENCE

The standard of prudence to be applied by the Investnent Oficer in
managi ng the Town’s overall portfolio shall be the “Prudent Person
Rul e”, which states: “Investments shall be nade with judgenent and
care, under circunstances then prevailing, which persons of prudence,
di scretion and intelligence exercise in the managenent of their own
affairs, not for speculation, but for investnment, considering the
probabl e safety of their capital as well as the probable incone
derived.”

The investnent officer, acting in accordance with the I nvestment Policy
and exercising due diligence shall be relieved of persona
responsibility for an individual security’s risk or narket price
changes. Deviations from expectations shall be reported in a tinely
fashi on and appropriate action will be taken to control adverse

devel opnent s.

Al participants in the investnent process will seek to act responsibly
as custodi ans of the public trust. The investnent officer shal
recogni ze that the investment portfolio is subject to public scrutiny
and evaluation. |In addition, the overall investment program shall be
designed and adninistered with a degree of professionalismworthy of
the public trust. The investnent officer shall also refrain from any
transaction that night knowi ngly inmpair public confidence in the Town’s
ability to govern effectively.
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V. OBJECTI VE

Funds of the town will be invested in confornance with the Constitution
of the State of Washington, applicable statutes (Revised Code of

Washi ngton)), Town O di nances and Resol utions, as amended, the State
Budgeti ng, Accounting, Reporting, System (BARS) manual, and Counci
direction.

The primary objectives, in order of priority, of the Town of Marcus
i nvestment activities are as foll ows:

Legality: The Town’s investrments will be within all statutes
governi ng the investnent of public funds.

Safety: Investnents of the Town will be undertaken in a manner
that seeks to ensure the preservation of capital in the overal
portfolio. To achieve this objective, sone diversification nay
be required in order that potential |osses on individua
securities do not exceed the incone generated fromthe remai nder
of the portfolio.

Liquidity: The Town's investnents will remain sufficiently
liquid to enable the Town to neet all operating and capita
requi renents that mght be reasonably antici pated.

Yield: The Town’s investnments will be designed with the
objective of attaining a narket rate of return throughout
budget ary and econonic cycles, taking into account the Town's
investrment risk constraints and cash flow characteristics.

A/ DELEGATI ON OF AUTHORI TY

The Town Council will annually review the overall Investnment Policy as
it relates to the Town's financial objectives and nmake any necessary
nodi fications to the Policy. The Council wll annually appoint the
menbers of the Investnent Conmittee and direct the Investnent Committee
as to the investnment policies to be inplenented for the next year.

The nmenbership of the Town's Investnent Committee shall include the
Treasurer, Mayor and two nenbers of the Town Council. The Conmittee
shal |l neet quarterly to review the Town’ s current investnents and
provide the Treasurer with gui dance on any further investnent
decisions. The Committee shall meet to determ ne general strategies
and nmonitor results. The Investment Conmittee shall include inits
del i berations such topics as: econom ¢ outl ook; portfolio
diversification and maturity structure; potential risks to the Town’s
funds; authorized depositories, brokers and deal ers; and the target
rate of return on the investnent portfolio.

The Town Treasurer is designated as the investnent officer of the Town
of Marcus. The Treasurer shall establish witten procedures for the
operation of the investnment program consistent with this investnent
policy and approval by the Town Council. Such procedures shall include
explicit delegation of authority to persons responsible for investnent
transactions. No person may engage in an investnent transaction except
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as provided under the ternms of this policy and the procedures
establ i shed by the Treasurer and approval by the Town Council. The
Treasurer shall be responsible for all transactions undertaken and
shal | establish a systemof controls to regulate the activities of
subordinate of ficials.

VI1. ETH CS AND CONFLI CTS OF | NTEREST

O ficers and enpl oyees involved in the investment process shall refrain
from personal business activity that may conflict with proper execution
of the investment programor that be able to inpair their ability to
make inpartial investnent decisions. Enployees and investnent
officials shall disclose to the Town Council any material financial
interests in financial institutions that conduct business for the Town,
and they shall further disclose any |arge personal financial/investnent
positions that could be related to the performance of the Town’s
portfolio. Enployees and officers shall subordinate their persona

i nvest ment transactions to those of the Town, particularly with regard
to the tinme of purchases and sal es.

VI11. AUTHORI ZED FI NANCI AL DEALERS AND | NSTI TUTI ONS

The Treasurer will maintain a list of financial institutions and
security deal ers authorized to provide banking and investnent services
to the Town. The selection of the Town’s bank(s) will be nade fromthe
list of Qualified Public Depositories approved by the Washi ngton Public
Deposit Protection Comm ssion as authorized to provide investnent

servi ces. (RCW 39.58. 080)

The security dealers and financial institutions nmay include “primary”
or regional dealers that qualify under Securities and Exchange

Conmi ssion Rul e 15C3-1 (uniformnet capital rule) and investnent
departnments of |ocal banks, any of which have been subjected to the
foll owi ng eval uati on by the I nvestnent Committee:

1. Financial condition, strength and capability to fulfill
conmmi tment s

2. Overall reputation with other dealers and investors

3. Regul atory status of the deal er

4. Background and expertise of the individual representative

At the request of the Town, the firms perform ng i nvestnent services
for the Town shall provide their nost recent financial statenments or
consol i dated report of condition for review.

I X AUTHORI ZED | NVESTMVENTS

The Town of Marcus is enmpowered to invest in certain types of
securities as detailed in RCW35.39.030 and RCW 39.59. The Town
Treasurer is authorized on behalf of the Town and in accordance with
the i nvestnent decisions of the Investnent Commttee to invest al

nmoney in the town Treasury which, in the judgnment of the Treasurer, are
in excess of current Town needs. Anong the authorized investnments are:
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1. I nvest ment deposits, including certificates of deposit, with
qual i fied public depositories as defined in RCW 39. 58.

2. Certificates, notes, bonds, or any other obligations of the United

States, including Treasury bills and Treasury bonds. (RCW
43.84. 080, 36.29.020)
3. The State of Washington Local Government |nvestnment Pool. (RCW

43. 250)
X. SAFEKEEPI NG AND CUSTODY
Al securities transactions entered into by the Town of Marcus shall be
conducted on a delivery-versus-paynment (DVP) basis. Securities will be

held by a financial institution designated by the Town Treasurer as
primary agent to serve as a third-party custodian acting on the Town's
behal f. The primary agent shall issue a safekeeping receipt to the
Town listing the specific instrunent, rate, maturity and all other
pertinent information. Al securities purchased by the Town shall be
properly designated as an asset of the Town, and no wi thdrawal of such
securities, in whole or in part, shall be made from saf ekeepi ng except
by the Treasurer as authorized herein, or by the Treasurer’s

desi gnee(s).

The Town will execute third party custodial agreenents with its banks
or other custodial agents, which are chartered by the United States
government or the State of Washington. Such agreements will include
letters of authority fromthe Town, details as to responsibilities of
each party, notification of security purchases, sales, delivery,
repurchase and reverse repurchase agreenents. The agreenents will also
include wire transfer, safekeeping and transaction costs, procedures in
case of wire failure or other unforeseen nishaps, and the liability of
each party.

Xl . Dl VERSI FI CATI ON

The investnent officer shall try to diversify Town investnents by
security type and institution. Wth the exception of U S. Treasury
securities and the State of Washington Local Governnent |nvestnent
Pool, no nore than twenty-five percent of the Town's total investnent
portfolio will be invested in a single security type or with a single
financial institution.

XI'1. MATURI TI ES

The Town will match its investnents with anticipated cash fl ow

requi renents. Unless matched to a specific cash flow, the Town will
not directly invest in securities maturing nore than three (3) years
fromthe date of purchase

XI11. | NTERNAL CONTROLS
The Treasurer shall establish an annual process of independent review
by the State Auditor or an external auditor. This review w || provide

i nternal control by assuring conpliance with policies and procedures.

XI'V. PERFORMANCE STANDARDS
The Investnent Portfolio shall be designed to obtain a narket average
rate of return during budgetary and economic cycles, taking into
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account the Town’s investnent risk constraints and cash fl ow needs.
The Town’s investnent strategy shall be passive. Gven this strategy,
the basis used by the investnent officer to detern ne whether narket
yi el ds are being achi eved shall be the Washi ngton State Loca

Gover nment | nvest nent Pool

XV. REPORTI NG

The Treasurer shall include a report on the Town's investnment activity
in the Treasurer’s nmonthly financial report to the Mayor and Town
Counci |

The report will include interest earnings, interest rates, the nunber
of trades and the type of investnents.

XVI. SAVI NGS CLAUSE

In the event any state or federal |egislation or regulation should
further restrict instrunents or institutions authorized by this policy,
such restrictions shall be deened to be inmediately incorporated in
this policy.

If new legislation or regulation should liberalize the pernmtted
instrunments or institutions, such changes shall be avail able and
included in this policy only after witten

notification to the Town Council and their subsequent approval of said
changes.

XVIT. | NVESTMENT POLI CY ADOPTI ON

The Town of Marcus Investnment Policy shall be adopted by Resol ution of
the Town Council. The policy shall be reviewed periodically by the
Treasurer. Any nodifications made to the Policy nust be approved by
t he Town Counci |
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GLOSSARY

ACCRUED | NTEREST: Interest earned but not yet paid on a security since
the later of the security’s issue date or |last record date.

AGENCI ES: Federal agency securities.

BASI S PO NT: A neasurenent of changes in prices or yields for fixed
i ncome securities. One basis point equals 1/100 of 1 percent.

BID: The price offered by a buyer of securities. (Wen you are
selling securities, you ask for a bid).

BOND: A long-term debt security, issued by a governnent or
corporation. Cenerally pays a stated rate of interest, and returns the
face value at maturity.

CERTI FI CATE OF DEPCSIT (CD): A tine deposit with a specific maturity
evi denced by a certificate.

CONFI RVATI ON: A docunent used to state and supplenment in witing the
terns of a transaction which have previously been agreed to verbally.

COUPON:  (a) The annual rate of interest that a bond s issuer pronises
to pay the bondhol der on the bond s face value. (b) A certificate
attached to a bond evidencing interest due on a paynent date.

DEALER. A deal er, opposed to a broker, acts as a principal in al
transactions, buying and selling for his own account.

DELI VERY VERSUS PAYMENT: (a) delivery versus paynment is delivery of
securities with an exchange of noney for the securities. (b) delivery
versus receipt is delivery of securities with an exchange of a signed
recei pt for the securities.

DEPCSI TORY: An entity which accepts securities for deposit. A
depository facilitates delivery and transfer between deal ers by naking
account entries reflecting ownership instead of physically noving
securities.

DI SCOUNT: The difference between the cost price of a security and its
maturity when quoted at | ower than face value. A security selling

bel ow original offering price shortly after sale also is considered to
be at a di scount.

DI VERSI FI CATION:  Dividing i nvestnent funds anong a variety of
securities offering independent returns.

FACE VALUE: The par value of a security. Face value is not an
i ndi cation of market val ue.

FEDERAL DEPQCSI T | NSURANCE CORPORATION (FDIC): A federal agency that
i nsures bank deposits, currently up to $100, 000 per deposit.
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FEDERAL FUNDS RATES: The rate of interest at which Fed funds are
traded. This rate is currently pegged by the Federal Reserve through
open- mar ket operati ons.

GOVERNMENT SECURI TI ES: Any debt obligation issued by the U S
Governnent, its agencies or instrunentality’'s. Certain securities are
backed by the governnent as to both principal and interest paynents,
such as Treasury Bonds and G nnie Maes. Qher securities such as those
i ssued by the Federal Home Loan Mortgage Corporation (Freddie Mac) are
backed by the issuing agency.

| NTEREST: Conpensation paid or to be paid for the use of nopney.
Interest is generally expressed as an annual percentage rate.

| NTEREST RATE: The face coupon rate of a security.

LIQUD TY: Aliquid asset is one that can be converted easily and
rapidly into cash without a substantial |oss of val ue.

LOCAL GOVERNVENT | NVESTMENT POCL (LA P): An investment by | ocal
governnments in which their noney is pooled as a nethod for nanaging
| ocal funds.

MARKET VALUE: The current market price of a security.

MATURI TY: The date upon which the principal or stated value of an
i nvest nent becones due and payabl e.

MONEY MARKET: The nmarket in which short-termdebt instruments (bills,
conmer ci al paper, banker’s acceptances, etc.) are issued and traded.

OFFER: The price asked by a seller of securities.
PAR.  The face ampunt of a security.
PORTFOLIQO Coll ection of securities held by an investor

PRI NCl PAL: The face ampbunt of a bond, exclusive of accrued interest
and payable at maturity.

PRUDENT PERSON RULE: An investment standard outlining the fiduciary
responsibilities of public funds investors relating to investnent
practi ces.

RATE OF RETURN: The yield obtainable on a security based on its
purchase price or its current market price. This may be the anortized
yield to maturity on a bond the current incone return

SAFEKEEPI NG A service to customers rendered by banks for a fee
wher eby securities and val uables of all types and descriptions are held
in the bank’s vaults for protection.
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SECURI TI ES & EXCHANGE COWM SSI ON: Agency created by Congress to protect
investors in securities transactions by adm nistering securities
| egi sl ati on.

TREASURY BI LLS: A non-interest bearing discount security issued by the
U.S. Treasury to finance national debt. Most bills are issued to
mature in three nonths, six nonths, or one year, and issued in mnimm
denomi nations of $10, 000.

TREASURY BOND: Long-term U. S. Treasury securities having initial
maturities of nore than 10 years and issued in nini mum denom nations of
$1, 000.

TREASURY NOTES: Internediate term coupon bearing U. S. Treasury
securities having initial maturities fromone to ten years and issued
i n denom nations ranging from$1,000 to $1 nillion or nore.

UNI FORM NET CAPI TAL RULE: SEC Rul e 15C3-1 outlining capita
requi renents for brokers/deal ers.

YI ELD: The annual percentage return, as conmputed in accordance with
standard industry practices, that is earned on a security.



