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Section 1. General Purpose Statement

The Board of Commissioners has authority to invest all funds held by or belonging to Wyandotte
County/Kansas City, Kansas (“Unified Government” or “UG”). The purpose of this Cash Management
and Investment Policy is to identify the policies and statements of the Unified Government regarding
the safe and responsible management of the Unified Government funds; and to authorize and establish
procedures for the management and investment of Unified Government funds to achieve the Policy
objectives.

Section 2. Legal Authority

The Unified Government Board of Commissioners is granted the authority to invest temporarily idle
funds, i.e. those funds which are not immediately required for the purposes for which the moneys were
collected or received and the investment of which is not subject to or regulated by any other statute,
under K.S.A. 12-1675 and 12-1677b which also identifies the types of investments the Unified
Government may purchase.

Section 3. Policy Statement

The policy of the Unified Government is to invest its funds in a manner which will provide a reasonable
rate of return with the maximum security while meeting the daily cash flow demands of the Unified
Government and conforming to all statutes governing the investment of such funds.

Section 4. Scope

This Cash Management and Investment Policy shall apply uniformly to all officials, employees,
departments, agencies, representatives and authorized agents in the performance of their official duties
and to the processing and management of all investment transactions of the Unified Government’s idle
funds. All participants in the investment process shall act responsibly as custodians of the public trust.
Investment officials will conduct themselves as good stewards of public funds that will promote public
confidence in the Unified Government’s ability to govern effectively.

This Cash Management and Investment Policy applies to the Unified Government’s cash management
and investment activities primarily focused on idle funds and general obligation bond proceeds held by
or under the control of the Unified Government. Debt service funds, reserve funds, and other financial
assets held by various fiscal agents and trustees as provided under various bond ordinances are invested
at the direction of the Unified Government but are not held by the UG nor under the direct control of
the Director of Revenue/County Treasurer.

Section 5. Adoption and Annual Review
This Cash Management and Investment Policy shall be adopted by resolution of the Board of
Commissioners. The Policy shall be reviewed on an annual basis by the Cash Management Committee
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and shall be reviewed and approved annually by the Board of Commissioners. If it deems it necessary,
the Cash Management Committee will recommend changes to this Policy to the Board of
Commissioners. Any recommended modifications to the Policy must be reviewed and approved by the
Board of Commissioners.

Section 6. Cash Management Committee; Delegation of Authority

A Cash Management Committee shall be established. The Cash Management Committee (CMC) shall
consist of the following voting members: Unified Government’s Chief Financial Officer, the Clerk, the
Director of Revenue/County Treasurer, the Chief Counsel or designee and the following non-voting
members: the Legislative Auditor or designee, Accounting Manager, Cash Manager and one member
from the municipal advisory firm of the Unified Government. The Chief Financial Officer shall serve as
the Chairperson of the CMC.

Responsibility for the operation of the investment program is delegated to the CMC which shall establish
procedures and internal controls for the operation of the investment program consistent with this
Policy.

Daily and routine investments of Unified Government idle funds will be made by the Chief Financial
Officer or designee, under the guidelines set forth in this Policy and as recommended by the CMC.

Section 7. Investment Procedures

This Policy is administered through a separate set of written Investment Procedures, which should be
referred to in conjunction with this Policy. The Cash Management Committee is hereby authorized to
adopt written Investment Procedures consistent with this Cash Management and Investment Policy.
Such Procedures shall include explicit delegation of authority to persons responsible for investment
transactions. No person may engage in an investment transaction except as provided under the terms
of this Policy and the Procedures adopted by the Cash Management Committee. The Director of
Revenue/County Treasurer shall be responsible for all transactions undertaken and shall establish a
system of internal controls to regulate the activities of subordinate officials.

In the development of the system of internal controls, consideration shall be given to documentation of
strategies and transactions, techniques for avoiding collusion, separation of functions, delegation of
authority, limitations of authority, and custodial safekeeping.

Section 8. Staff Qualifications

A The Unified Government shall hire a Cash Manager or shall retain an outside manager to
manage investments. The Cash Manager will have the necessary qualifications to perform
investment duties as outlined in the Cash Management and Investment Policy and the Cash
Management and Investment Procedures and will be supervised by the Chief Financial Officer or
designee.

B. Duties of the Cash Manager position include the following:
1. Management of the short-term and long-term investment portfolios in accordance with
K.S.A. 12-1675 and 12-1677b and amendments thereto, with any other applicable
statutes or ordinances or resolutions, and with this Cash Management and Investment
Policy and the Cash Management and Investment Procedures and amendments thereto;
2. Tracking investment transactions; ensuring accuracy and security of investments,
monitoring record keeping of investments;
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3. Performing inspections on safekeeping receipts held as collateral to cover investments;
alerting banks regarding insufficient collateral;

4, Prepare cash flow forecasts;

5. Generate investment performance statistics and activity reports; and

6. Other duties as assigned by the Chief Financial Officer or the Director of
Revenue/Treasurer.

C. Specific qualifications include a bachelor’s degree in Finance, Accounting, Economics, Business,

or Public Administration and two years of progressively responsible investing or accounting
experience, or any equivalent combination of education and experience sufficient to
successfully perform the essential duties of the job. If the individual appointed to the Cash
Manager position does not possess the requisite investment experience, the individual will
attend government investment training approved by the Chief Financial Officer within one year
of appointment.

Section 9. Investment Advisor

The Chief Financial Officer, with the approval of the Cash Management Committee, may appoint an
independent Investment Advisor registered with the Securities and Exchange Commission pursuant to
the Investment Advisers Act of 1940 and the rules adopted thereunder, or a “Municipal Advisor” as
defined by Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act, amending
Section 15B of the Securities Exchange Act of 1934, and interpreted by the Securities and Exchange
Commission in its final rules adopted September 10, 2013, to advise the Unified Government on
investment activities. The Investment Advisor will be selected through a competitive process under the
Unified Government’s Procurement Code. The terms and conditions of such relationship shall be set out
in a contract. The duties and responsibilities of the Investment Advisor at a minimum shall include the
following.

1. Providing advice and analysis on the Unified Government’s Investment Policy, portfolio
management techniques, portfolio structures, and new investment securities and
products;

2. Assistance in developing or improving and implementing cash flow modeling;

3. Providing advice on investment benchmarking and performance reporting;

4. Evaluation of the capabilities and usage of software utilized in management of and
accounting for the investments;

5. Assisting in any investment related presentations to the Cash Management Committee
or Board of Commissioners; and

6. Providing analysis, advice, and assistance on other investment-related matters,

including investment of bond proceeds.
Section 10. Standards of Care

A. Prudence
The standard of prudence to be used by investment officials shall be the “prudent person
standard” and shall be applied in the context of managing an overall portfolio. Investments shall
be made with judgment and care, under circumstances then prevailing, which persons of
prudence, discretion and intelligence would exercise in the management of their own affairs,
not for speculation, but for investment, considering first the safety and liquidity of their capital
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and next the probable income to be derived. If outside investment professionals are retained,
they shall be held to the “prudent expert standard,” that is, they shall exercise the judgment,
care, skill, prudence and diligence, under the circumstances then prevailing, which persons of
prudence, discretion and intelligence acting in a like capacity and familiar with such matters
would use in the conduct of an enterprise of like character and with like aims by diversifying the
investments so as to minimize the risk of large losses, unless, under the circumstances, it is
clearly prudent not to do so, and not in regard to speculation but in regard to the permanent
disposition of similar funds, considering the probable income as well as the probable safety of
their capital.

The Chief Financial Officer, other investment officials, and the members of the CMC, when
acting in accordance with the written Investment Procedures and the Cash Management and
Investment Policy, and when exercising due diligence, 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.

Ethics and Conflict of Interest

Unified Government officers and employees authorized to perform investment duties shall
refrain from personal business activity that could conflict with proper execution and
management of the investment program, or that could impair their ability to make impartial
decisions. For purposes of this Policy, “officers and employees” means voting members of the
Cash Management Committee and the Cash Manager; it shall not mean elected officials.

No officer or employee shall use his or her official position or office to obtain direct or indirect
personal financial gain for himself or herself, his or her family, or any business in which the
officer or employee has a financial interest. Officers and employees are governed by this Policy,
the Unified Government Code of Ethics, and any applicable state laws.

Investment staff shall refrain from undertaking personal investment transactions with the same
individual with whom business is conducted on behalf of the Unified Government.

Officers and employees shall disclose annually to the Legislative Auditor and to the Ethics
Administrator any financial interest in financial institutions with which the Unified Government
conducts business or any benefit which the officer or employee obtains from any Unified
Government contract or from placement of an investment of Unified Government funds. For
purposes of this Policy, “financial institution” means banks, savings banks, or savings and loan
associations as defined in K.S.A. 12-1675a and amendments thereto. For purposes of this Policy,
“financial interest” means (a) ownership or any interest or involvement in any relationship from
which, or as a result of which, a person within the past year has received, or is presently or in
the future entitled to receive, more than $5,000 per year, or its equivalent; (b) ownership of
such interest in any property or any business as may be specified by the Ethics Commission; or
(c) holding a position in a business such as an officer, director, trustee, partner, employee, or the
like or holding any position of management. Financial interest does not include household
operating accounts or a depository relationship with a financial institution.

Each financial institution in which the Unified Government deposits funds and each investment
manager and each consultant retained by the Unified Government shall be notified of this
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section of the Policy and shall conform to its provisions and shall not participate in any violation
of this section or in any effort to influence any officer or employee to breach the standards of
ethical conduct set forth in this section.

Section 11. Objectives
The primary objectives of the Unified Government investment activities, in priority order, shall be:

A. Safety. Safety of principal is the foremost objective of the investment program. Investments
shall be undertaken in a manner that seeks to ensure the preservation of principal in the overall
portfolio. The objective will be to mitigate credit and interest rate risk.

1. Credit Risk
Credit risk, the risk of loss due to the failure of the security issuer or backer, will be
minimized by:

a. Limiting investment to the safest types of securities;

b. Pre-qualifying financial institutions, broker/dealers, intermediaries, and advisors
with whom the UG will do business; and

C. Diversifying the investment portfolio so that potential loss on individual

securities will be minimized.

2. Interest Rate Risk
Interest rate risk, the risk that the market value of securities in the portfolio will fall due to
changes in general interest rates, will be minimized by:

a. Structuring the investment portfolio so that the securities mature to meet cash
requirements of the general operating fund, thereby avoiding the need to sell
securities prior to maturity; and

b. Investing general operating funds primarily in shorter-term securities.
B. Diversification.
1. In General

It is the policy of the Unified Government to diversify its investment portfolio so as to
protect its funds from material losses due to issuer defaults, market price changes,
technical complications leading to temporary lack of liquidity, or other risks resulting
from an over-concentration of assets in a specific maturity, a specific issuer, or a specific
class of securities.

2. By Institution
Investments will be diversified so that reliance on any one issuer or financial institution
will not place an undue financial burden on the Unified Government in the event of
default. Accordingly, no more than 25% of the total investment portfolio shall be with
the same financial institution or issuer, except US treasuries, unless it would be prudent
to do so under prevailing circumstances. If the above limit is exceeded, the Chief
Financial Officer will notify the CMC.
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3. By Instrument Type
Market and credit risk will be minimized by diversification among investment types. The
following are maximum limits for the percentage of Unified Government investable
funds to be invested in each investment type.

a. Certificates of deposit 100%
b. U. S. Treasury bills, notes or bonds 100%
C. U. S. Government agency obligations 50%
d. Kansas Municipal Investment Pool 50%
e. Repurchase agreements 25/100%*
f. Bank trust department municipal pools 25%
g. Temporary notes or no-fund warrants 10%

Because of distortion created by deposit of proceeds from the sale of temporary notes issued by
the Unified Government, measurement of the maximum limits on investments by institution
and by instrument type for purposes of this subsection 11.B. shall occur at least one week after
the deposit of such proceeds.

* NOTE:Investments in short term securities shall be limited to 10% of investable funds, and
investments in repurchase agreements shall be limited to 25% of investable funds,
except as set out below. While it is not the goal to invest 100% of investable funds in
either short term securities or repurchase agreements, the ability to invest the
maximum limit in these two investment types is recognized as an option in certain
market circumstances when these investments offer higher returns than other
investment types at minimal risk. The option to invest more than the 10% or 25% limit
respectively will be used only when the Cash Manager determines, with the
concurrence of the Chief Financial Officer and the Unified Government’s municipal
advisory firm, that it is advantageous and prudent to do so.

Liquidity.

1. The Unified Government’s investment portfolio will remain sufficiently liquid to enable
it to meet all operating requirements that might be reasonably anticipated without
incurring material losses by structuring the portfolio so that securities mature
concurrent with anticipated cash needs. Since all possible cash demands cannot be
anticipated, the portfolio should consist largely of securities with active secondary or
resale markets.

2. The Unified Government understands the importance of having sufficient funds invested
in overnight sweep accounts to meet weekly payrolls, accounts payable, scheduled debt
service, and extraordinary expenses that may occur, which may range from 10% to 25%
of available investment funds.

3. It is important for a county government to have the necessary funds for the scheduled
tax distributions to other governmental entities. In particular, liquidity is essential for
the January and June tax distributions. Therefore, it is the policy of the Unified
Government that such funds be held liquid to provide assurance as to the availability and
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safety of these funds held on behalf of the other governmental entities under the Unified
Government’s trust.

Maturity.

1. All investments shall be made to mature in accordance with cash needs identified in
regularly prepared and updated cash flow forecasts. The Unified Government
recognizes that the laddering of investments is a sound approach to mitigate short-term
interest rate fluctuations. Additional considerations in the structuring of investments
shall include:

a. Review of economic and financial indicators, such as Federal Reserve monetary
policy position statements and the U.S. Treasury yield curve; and

b. Input from the Unified Government’s municipal advisory firm.

2. The Unified Government has adopted the following maturity target ranges for its core
investment portfolio. Core investments include all operating funds of the Unified
Government and exclude bond proceed funds held by a bond trustee for the purpose of
project construction, debt service payments, debt reserves or other escrow
requirements.

a. 0—- 12 months 30% to 60%
b. 12 — 24 months 20% to 40%
C. 24 — 36 months 15% to 30%
d. 36 — 48 months 10% to 20%

The maturity targets are provided as a guideline. Notwithstanding the above maturity
target ranges, cash flow requirements and existing interest rate markets may dictate the
need to adjust the timing of investment maturities.

4, The sale of securities before maturity shall require the prior approval of the Chief
Financial Officer based on the following reasons:

a. A security with declining credit quality may be sold early to minimize loss of
principal.
b. Liquidity needs require a security to be sold.
C. It is advantageous to the portfolio to sell such securities.
d. Financial failure of the issuer is likely.
5. As long as this Policy continues to be approved by the State Pooled Money Investment

Board, the maximum maturity for investments shall be four years. Otherwise the
maximum maturity for investments shall be two years.

Return on Investment. The investment portfolio shall be designed to attain a market-average
rate of return throughout budgetary and economic cycles, taking into account the UG’s
investment risk constraints, state statutes, cash flow characteristics of the portfolio, and
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prudent investment principles. As a benchmark for risk-free investment transactions, the U.S.
Treasury Bill rate for the Unified Government’s total portfolio weighted average maturity term
will be the minimum standard for the portfolio’s rate of return. Return on investment is the last
in importance compared to the safety, diversification, liquidity and maturity objectives
described above.

Section 12. Performance Evaluation and Reporting

Investment performance shall be continually monitored and evaluated by the CMC. Investment
performance statistics and activity reports will be generated by the Cash Manager. Summary
investment reports will be provided quarterly to the Economic Development and Finance
Standing Committee of the Unified Government Board of Commissioners, with copies to the
County Administrator, the Unified Government Commission, and the Cash Management
Committee.

Reports shall include but not be limited to information on interest received, interest earned,
investment yield, types of investments, distribution by type of investments, maturity schedule
by month, weighted average days to maturity, evaluation of portfolio to selected benchmark,
and any other information deemed necessary by the Chief Financial Officer or requested by the
County Administrator or the Board of Commissioners.

Section 13: Eligible Financial Institutions
A. Minimum Qualifications for Depositories

1. In order to ensure the safety of principal, the Unified Government shall deposit funds,
including those designated for investment purposes, only in eligible financial institutions
which meet the minimum criteria set forth below. Financial institutions failing to meet
the minimum criteria shall not be considered eligible.

2. Financial institutions must meet the following minimum qualifications:

a. The deposits of the financial institution are insured by the Federal Deposit
Insurance Corporation (FDIC).

b. The financial institution meets the criteria for eligibility under state law for
active or idle funds as appropriate.

3. If a financial institution loses its eligibility under state law after Unified Government
funds are deposited or invested, no additional funds shall be deposited in such
institution. Funds shall be removed as quickly as is prudent under the circumstances,
but funds invested with a prescribed time for maturity need not be withdrawn before
such maturity.

B. Depositories for Active Funds

1. Security Required. If a financial institution is designated as an official depository for
active funds, before any Unified Government funds are deposited, satisfactory security
must be obtained for such deposits. Satisfactory security is as described in K.S.A. 9-
1402, as amended, and this Policy.
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2. Selection Criteria. In addition to the required criteria listed above, the Unified
Government may also consider the following when selecting a financial institution as a
depository for active funds:

a. Full service capabilities
b. Submission of financial statements and availability schedules
C. Acceptable staff experience
d. Statement of equal opportunity employment practices
e. Extent of reinvestment of deposits in Wyandotte County.
3. Competitive Selection. The Chief Financial Officer shall solicit proposals prior to the

designation of one or more depositories. The Unified Government’s purchasing policies
shall be followed when obtaining proposals on the Unified Government’s depository
specifications. Selection of the depositories shall be based on the capacity of an
institution to perform the services required and on the most favorable terms and
conditions for handling of Unified Government funds.

4, Governing Body Designation. K.S.A. 9-1401, as amended, requires the governing body
of the Unified Government to designate by official action the financial institution or
institutions, which shall serve as depositories of its active funds.

C. Idle Funds

1. In General. |dle funds shall be invested only in the manner set out in K.S.A. 12-1675 and
12-1677b, and amendments thereto, and in this Policy. Investment transactions shall
only be conducted with:

a. Qualified financial institutions which meet the minimum requirements contained in
this Section 13 and the criteria for eligibility under state law; or
b. Qualified primary government security dealers and broker/dealers as set out below.

2. Certification. In order to be qualified for investment of Unified Government idle funds,
a financial institution, securities dealer, or broker/dealer must certify in writing that the
person responsible for the investment has read and understood and agreed to comply
with this Policy.

3. Competitive Selection. Investments of idle funds will be offered to all approved
institutions and dealers who have requested to be on the list of interested bidders.
Investments will be awarded through a competitive process involving solicitation of bids
from qualified institutions and dealers.

A list will be maintained of financial institutions authorized to provide investment
services. In addition, a list will be maintained of approved primary government security
dealers and broker/ dealers.
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4, Primary Government Securities Dealers and Broker/Dealers.
Investment transactions may be conducted with primary government securities
dealers which report to the market report division of the Federal Reserve Bank
of New York or any broker-dealer which is registered in compliance with the
requirements of Section 15 or 15C of the Securities Exchange Act of 1934 and
registered pursuant to K.S.A. 17-12a401, and amendments thereto.

In order to be qualified to conduct investment transactions with the Unified
Government, broker/dealers must meet the minimum requirements for credit
worthiness established by the Kansas Pooled Money Investment Board,
including minimum capital requirements and years of operation, and must be
approved by the Cash Management Committee.

All broker/dealers who wish to become qualified for investment transactions
must supply to the Chief Financial Officer on an annual basis the following items

as appropriate:

a. A copy of the most recent audited annual financial statement;

b. If requested by the Unified Government, a copy of the most recent,
unaudited annual financial statement;
C. Proof of Financial Industry Regulatory Authority (FINRA) certification;
d. Proof of state registration with the Kansas Securities Commission;
e. Completed broker/dealer questionnaire (non-primary dealers only);
f. Business resume of individual assigned to UG account; and
g. Notice of any regulatory action taken against the broker/dealer.
5. Safekeeping and Custody.

All security transactions, including collateral for repurchase agreements, shall occur on a
delivery versus payment basis. This ensures that securities are deposited in the eligible
financial institutions prior to the release of funds. Safekeeping and custody agreements
will be maintained with third-party financial institutions. All securities, including those
acquired by repurchase agreements, shall be perfected in the name of the Unified
Government and shall be delivered to a third-party custodian designated by the Unified
Government and evidenced by safekeeping receipts.

Section 14. Authorized Investments

A.

Idle Funds

The investments authorized for the idle funds (those funds not immediately required for the
purposes for which the moneys were collected) under this Policy shall be in conformance with
K.S.A. 12-1675, K.S.A. 12-1677b, and amendments thereto, and any other applicable statutes or
ordinances or resolutions and amendments thereto. As long as this Policy continues to be
approved by the Kansas Pooled Money Investment Board, the investments permitted by K.S.A.
12-1677b shall be authorized investments under this Policy. For purposes of this Policy,
“investment rate” means a rate which is the equivalent yield for United States government
securities having a maturity date as published in the Wall Street Journal, nearest the maturity
date for equivalent maturities. The 0-90 day rate shall be computed on the average effective
federal funds rate as published by the Federal Reserve system for the previous week.

10
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If for any reason this Policy is not approved by the Kansas Pooled Money Investment Board, the
investments permitted by K.S.A. 12-1675 shall be the only authorized investments under this
Policy until such time as this Policy obtains the approval of the Kansas Pooled Money Investment

Board.

As long as this policy continues to be approved by the Kansas Pooled Money Investment Board,
the following are authorized investments, pursuant to K.S.A. 12-1675 and 12-1677b. The
maximum maturity for investments under this subsection shall be four years.

United States Treasury and Agency Securities. Direct obligations of, or obligations that
are insured as to principal and interest by, the United States of America or any agency
thereof and obligations and securities of United States-sponsored enterprises which
under federal law may be accepted as security for public funds, except that such
investments shall not be in mortgage-backed securities. Investments under this
paragraph shall be limited to securities which do not have any more interest rate risk
than do direct United States government obligations of similar maturities. For purposes
of this subsection, “interest rate risk” means market value changes due to changes in
current interest rates.

Interest-bearing Time Deposits. In any banks, savings and loan associations, and savings
banks which have a main or branch office in Kansas.

Repurchase Agreements. With banks, savings and loan associations, and savings banks
which have a main or branch office in Kansas or with a primary government securities
dealer which reports to the market reports division of the Federal Reserve Bank of New
York for direct obligations of, or obligations that are insured as to principal and interest
by, the United States government or any agency thereof and obligations and securities
of United States government-sponsored enterprises which under federal law may be
accepted as security for public funds.

Temporary Notes Issued by the Unified Government.

Municipal Investment Pool Fund. The fund established in K.S.A. 12-1677a and
amendments thereto and managed by the Kansas Pooled Money Investment Board.

Multiple Municipal Client Investment Pools. Managed by the trust departments of banks
which have offices located in Wyandotte County or with trust companies incorporated
under the laws of Kansas which have contracted to provide trust services under K.S.A. 9-
2107, and amendments thereto. Moneys invested under this paragraph shall be
secured as provided in K.S.A. 9-1402, and amendments thereto, and this Policy.

Local Emphasis

1.

Subject to the other requirements of this Policy, funds available for investment under this
section will be offered first to eligible financial institutions with a main or branch office
located in Wyandotte County. If such financial institutions cannot or will not make the
investments available at interest rates equal to or greater than the investment rate as
defined in K.S.A. 12-1675a, and amendments thereto, or if such financial institutions are
limited from bidding on the investment by the diversification requirements of this Policy,

11
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then the funds may be offered to other eligible financial institutions or entities permitted
under this Policy.

Notwithstanding any other requirements of this Policy, the Unified Government will offer
$235,000 to every financial institution with a main or branch office located in Wyandotte
County if such financial institutions will make the investment at interest rates equal to or
greater than the investment rate as defined in K.S.A. 12-1675a, and amendments thereto, at
a maturity term to be determined by the Unified Government.

Investment of Bond Proceeds

The Unified Government will invest proceeds of bonds (other than industrial revenue
bonds for which the Unified Government is merely a conduit issuer) and temporary
notes in conformance with K.5.A.10-131, and amendments thereto. The following lists
the investments, which the Unified Government will consider, and which shall be
authorized for the investment of bond proceeds:

10.

Investments authorized for idle funds by K.S.A. 12-1675 and this Policy.

The municipal investment pool established pursuant to K.S.A. 12-1677a.

Direct obligations of the United States government or any agency thereof;
Temporary notes issued by the Unified Government.

Interest-bearing time deposits in commercial banks located in Wyandotte County.

Obligations of the Federal National Mortgage Association, Federal Home Loan banks
and Federal Home Loan Mortgage Corporation.

Repurchase agreements collateralized by direct obligations of the United States
government or any agency thereof or obligations of the Federal National Mortgage
Association, Federal Home Loan Banks or the Federal Home Loan Mortgage
Corporation.

Investment agreements with or other obligations of a financial institution, the
obligations of which at the time of investment are rated in either of the three
highest rating categories by Moody’s Investors Service or Standard and Poor’s
Corporation;

Investments in shares of units of a money market fund or trust, the portfolio of
which is comprised entirely of direct obligations of the U.S. government or any
agency thereof or obligations of the Federal National Mortgage Association, Federal
Home Loan Banks or Federal Home Loan Mortgage Corporation.

Receipts evidencing ownership interest in securities or portions thereof in direct
obligations of the United States government or any agency thereof or obligations of
the Federal National Mortgage Association, Federal Home Loan Banks or Federal
Home Loan Mortgage Corporation.

12
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11. Municipal bonds or other obligations issued by any municipality of the State of
Kansas as defined in K.S.A. 10-1101, and amendments thereto, which are general
obligations of the municipality issuing the same.

12. Bonds of any municipality of the State of Kansas as defined in K.S.A. 10-1101, and
amendments thereto, which have been refunded in advance of their maturity and
are fully secured as to payment of principal and interest thereon by deposit in trust,
under escrow agreement with a bank, of direct obligations of the United States
government or any agency thereof or obligations of the Federal National Mortgage
Association, Federal Home Loan Banks or Federal Home Loan Mortgage
Corporation.

13. No moneys shall be invested in a derivative as that term is defined in K.S.A. 10-131,
and amendments thereto.

Arbitrage

The Internal Revenue Code provides that on a periodic basis the Unified Government is
required to compute rebate on each bond issue. Rebate is the calculated dollar amount
representing the difference between what the issuer actually earned from the
investment of certain funds related to the bond issue and the amount the issuer would
have earned had those same funds been invested at an interest rate equal to the yield
on the bond issue. Absent an exception to rebate, the Unified Government is required
to pay or “rebate” to the United States the dollar amount representing these excess
earnings.

For each bond issue, rebate must be calculated and paid at least once every five years
and within 60 days after the last bond of the issue is paid. Payment of rebate is a
condition to maintaining the tax-exempt status of each bond issue, and failure by the
Unified Government to comply with the rebate requirements may cause the interest on
an issue of bonds to become taxable, retroactive to their date of issuance.

The Unified Government’s investment position is to pursue the maximum yield on
investments without jeopardizing the tax-exempt status of the bonds. To the extent
possible, the Unified Government will seek to comply with applicable exceptions to
rebate and when necessary rebate any excess earnings to the United States. The
potential rebate of excess earnings will not influence the Unified Government’s
investment policies.

Section 15. Collateral Requirements

A.

Full Collateralization Required. All Unified Government deposits shall be fully insured
or collateralized at all times.

Initial Placement. Moneys to be deposited in financial institutions shall not be released

until the financial institution has executed and adopted a security agreement and
required custodial agreements.

13
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Allowable Collateral. Acceptable collateral for Unified Government deposits, including
idle fund investments, as permitted by K.S.A. 9-1402, and amendments thereto, shall be

limited to:

1. Except as otherwise set out in this subsection C.1., the financial institution may
pledge or assign securities owned directly or indirectly by it, the market value of
which is equal to 105% of the total deposits at any given time. The following are
allowable securities:

a. Direct obligations of or obligations that are insured as to principal and
interest by, the United States or any agency thereof.

b. Obligations including letters of credit and securities of United States-
sponsored corporations which under federal law may be accepted as
security for public funds, subject to the following restrictions:

(1)

(2)

(3)

(4)

(5)

The letter of credit must be in the format acceptable to the
Director of Revenue.

The Unified Government must be designated as the irrevocable
and unconditional beneficiary of the letter of credit.

The issuer and the depository bank must notify the Director of
Revenue by certified or registered mail at least 45 days prior to
the cancellation or the non-renewal of a letter of credit.

The issuer may not provide letters of credit for any one
depository bank in an amount which exceeds ten percent of the
issuer’s capital and surplus.

If a letter of credit issued by the Federal Home Loan Bank is to
be pledged as collateral, the amount of the letter of credit shall
be equal to 100% of the deposits to be collateralized plus the
interest expected to be received by the Unified Government
upon maturity of the investment.

The following securities may be used as collateral only if the financial institution

pledges or assigns them in an amount, the market value of which is equal to
125% of the Unified Government deposits. Not more than 5% of the Unified
Government’s total idle funds portfolio may be collateralized by the following

securities.

a. Bonds of any Kansas municipality which have been refunded in advance
of their maturity and are fully secured as to payment of principal and
interest thereon by deposit in trust, under escrow agreement with a
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bank, of direct obligations of, or obligations the principal of and the
interest on which are unconditionally guaranteed by the United States.

Bonds of the State of Kansas.
General obligation bonds of any Kansas municipality.

Revenue bonds of any Kansas municipality if approved by the state bank
(or savings and loan) commissioner and which are rated at least Aa by
Moody’s Investors Service or AA by Standard and Poor’s Corporation
Bonds secured by revenues of a utility which has been in operation for
less than three years will not be accepted as collateral.

Temporary notes of any Kansas municipality which are general
obligations of the municipality issuing the same.

Warrants of any Kansas municipality, the issuance of which is authorized
by the State Court of Tax Appeals and which are payable from the
proceeds of a mandatory tax levy.

Commercial paper that does not exceed 270 days to maturity and which
has received one of the two highest commercial paper credit ratings by
a nationally recognized investment rating firm.

For overnight repurchase agreements in which the Unified Government is the
buyer, the seller shall deliver the following securities to the custodian for the
Unified Government in the amount of 102% of the market value of the
securities on the purchase date:

Direct obligations of or obligations that are insured as to principal and
interest by the United States or any agency thereof, or

Obligations and securities of U.S. government-sponsored corporations
which under federal law may be accepted as security for public funds,
subject to any restrictions contained in Section C.1.b. above.

Peak Period Agreements. Peak-period agreements permitted under K.S.A. 9-1403 are
not permitted under this Policy.

Collateral Substitution. Collateralized investments often require substitution, additions
and/or deletions of collateral. Any financial institution requesting these actions must
contact the Chief Financial Officer or the Director of Revenue/County Treasurer.
Substitution of collateral shall be required whenever, in the opinion of the Unified
Government Chief Financial Officer, the collateral no longer satisfies or complies with
the security requirements established under this Policy.

Valuation of Collateral. For purposes of compliance with this section, all collateral shall
be priced on a market value basis no less then monthly. Collateral requirement is
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defined as the outstanding amount of Unified Government funds deposited plus
accrued interest thereon less federal deposit insurance coverage.

Collateral Compliance Report. Each financial institution with Unified Government
deposits shall submit monthly to the Chief Financial Officer or the Director of
Revenue/County Treasurer, or more frequently if requested, a report documenting the
institution’s compliance with the collateral requirements of this Policy.

Custodial Agreement. Each depository bank depositing securities with a custodial bank
shall enter into a written custodial agreement with the custodial bank and the Unified
Government for the safekeeping of the securities.

Failure to Meet Collateral Requirements. If a depository bank fails to meet
requirements established by this Policy, the depository bank shall be offered the

following options:

1. Close the account and return to the Unified Government all principal and
accrued interest without penalty; or

2. Convert the deposit to a repurchase agreement under terms acceptable to the
Unified Government.
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