Board of Commissioners Finance Meeting Agenda
February 23, 2021 ~ 10:00am ~ Room 214

KLAMATH COUNTY

[EN

. Call To Order & Those Present

2. Approve Minutes From Last Meeting

3. Treasurer Portfolio Review

Documents:

TREASURER PORTFOLIO REVIEW.PDF

N

. Investment Policy Statement Changes
Review changes to the Treasurer's Investment Policy prior to Agenda Item
on 3/2/2021.

Documents:

2021 MEMO FOR POLICY REVIEW AND UPDATE_.PDF
2021 KLAMATH COUNTY POLICY DRAFT-REDLINE.PDF

5. Economic Development Annual Obligations
Discuss possible Economic Development Contract for fiscal year 2021-22

Documents:

2021-22 BUDGET ECONOMIC DEVELOPMENT.PDF
6. Strategic Planning - 2021-22 Budget

o Economic Outlook

o Legislative Issues (SRS?)

o Emerging Issues (COVID, Sheriff restructure, County wide class &
comp changes, new pension plan)

o Economic Development Plans ($1M Loan = housing)

Budget books should include a coherent statement of organization-
wide, strategic goals and strategies that address long-term concerns



and issues. This criterion relates to the long-term, entity-wide, strategic
goals that provide the context for decisions within the annual budget.
Consider including action plans or strategies on how the goals will be
achieved.

7. Current/Ongoing Finance Work And Projects

e Finalizing Requested Budgets
e Updating Springbrook for 401(a) plan and PERS for Community Corrections

e Pension Issue
e Clear Gov focus toward public. Highest interest surrounds fee increases, property tax

increases and service levels.
e Budget Committee vacancy

8. Other County Business

9. Adjournment

Audio recordings of all proceedings are available at the County Commissioners’ office. The meeting
facility is handicap accessible. Persons needing materials in alternate format or communication

access, should telephone this office at 541-883-5100 (voice/TDD) or the ADA Coordinator
at 541-883-4296 at least 48 hours in advance of the scheduled meeting.

Klamath County Commissioners' Weekly Calendar is subject to change without notice.
305 Main Street 2nd Floor, Klamath Falls, OR 97601
E-mail: Website:



http://klamathcounty.org/Admin/AgendaCenter/Agenda/Edit/42?categoryID=5#
http://klamathcounty.org/Admin/AgendaCenter/Agenda/Edit/42?categoryID=5#
http://www.klamathcounty.org/
http://www.klamathcounty.org/979f4481-5e0e-4009-92fa-6da544a0c4a8

A

KLAMATH COUNTY TREASURER'S OFFICE

Vickie Noel
Treasurer

305 Main Street
> PORTFOLIO SUMMARY Klamath Falls OR 97601
asof 01/31/21 541-883-4202
A Market Yield to Maturity at | Yield to Maturity at
Description Face Amount Cost Value Value+Accrued Cost Market
Cash and Checking Accounts 5,415,329.51 5,414,400.56 5,414,400.56 0.000 0.000
Certificate of Deposit 5,326,356.55 5,326,356.55 5,326,356.55 0.190 0.190
Corporate Bonds 5,000,000.00 5,003,890.19 5,147,005.00 2.180 0.250
Local Government Investment Pool 53,237,666.00 53,237,666.00 53,237,666.00 0.750 0.750
Municipal Bonds 1,775,000.00 1,800,545.00 1,823,328.95 0.620 0.220
US Agency Bonds 57,935,000.00 58,072,898.74 59,256,879.64 1.830 0.150
US Treasury Bonds 13,500,000.00 13,515,761.05 13,705,743.03 1.970 0.160
Total / Average 142,189,352.06 142,371,518.09 143,911,379.73 1.310 0.250
Klamath County LGIP %I_Z Month 24 Month 36 Month
reasury Treasury Treasury
Total Rate of Return - Book Value 1.11 0.75 0.11 0.13 0.18

HONORABLE COMMISSIONERS OF KLAMATH COUNTY,

As provided by ORS 208.090, I, Vickie Noel do hereby certify that this is a true and correct statement of the cash on hand, cash in banks and cash invested by the

County Treasurer's Office of Klamath County, Oregon.

Vickie Noel, Treasurer

2/18/2021

Date




Holdings by Security Type

Klamath County | Investment Core

.
January 31, 2021

Settlement Cusip Par Amount Security Coupon Maturity Call Date Book Market Market Value + Net Unrealized % Asset Eff
Date Rate Date Yield Yield Accrued Gain (Loss) Dur
US Treasury
10/19/2018  9128284B3 5,000,000.00 United States 2.375% 03/15/2021 2.92% 0.24% 5,058,847.38 16,286.46 6.33 0.12
09/12/2019  912828RC6 5,000,000.00 United States 2.125% 08/15/2021 1.69% 0.12% 5,103,782.88 43,214.62 6.39 0.54
11/22/2019  912828F21 2,000,000.00 United States 2.125% 09/30/2021 1.59% 0.12% 2,041,198.02 19,860.78 2.55 0.66
04/20/2020 912828745 1,500,000.00 United States 0.234% 01/31/2022 0.21% 0.11% 1,501,914.75 1,452.09 1.88 0.01
Total 13,500,000.00 1.97% 0.16% 13,705,743.03 80,813.96 17.15 0.35
US Agency
12/06/2018  3137EAEL9 5,000,000.00 Freddie Mac 2.375% 02/16/2021 2.89% 0.34% 5,059,227.08 5,811.52 6.33 0.05
12/06/2018  3133EJW70 5,000,000.00 Farm Credit System 2.875% 05/26/2021 2.92% 0.09% 5,071,254.86 46,026.72 6.34 0.32
09/28/2018  3135G0OU35 5,000,000.00 Federal National Mortgage 2.750% 06/22/2021 2.95% 0.12% 5,067,145.83 55,944.54 6.34 0.40
Association
07/03/2019  313376C94 5,000,000.00 Federal Home Loan Banks 2.625% 12/10/2021 1.83% 0.15% 5,125,293.75 73,644.11 6.41 0.86
03/15/2019  313378WG2 5,000,000.00 Federal Home Loan Banks 2.500% 03/11/2022 2.45% 0.13% 5,180,561.11 129,311.31 6.48 1.10
04/30/2019  3135G0OV59 5,000,000.00 Federal National Mortgage 2.250% 04/12/2022 2.35% 0.04% 5,166,712.50 138,462.78 6.46 1.19
Association
06/21/2019  3133EKRDO 5,000,000.00 Farm Credit System 1.875% 06/14/2022 1.78% 0.15% 5,130,789.58 112,010.61 6.42 1.36
10/31/2019  313380GJO 5,000,000.00 Federal Home Loan Banks 2.000% 09/09/2022 1.66% 0.12% 5,191,044.44 125,104.09 6.49 1.58
04/20/2020  3135G0T78 900,000.00 Federal National Mortgage 2.000% 10/05/2022 0.27% 0.14% 933,997.00 2,318.63 1.17 1.65
Association
02/11/2020  313382AX1 5,000,000.00 Federal Home Loan Banks 2.125% 03/10/2023 1.45% 0.13% 5,252,214.58 141,750.99 6.57 2.06
3137EAEQ8 3,000,000.00 Freddie Mac 0.375% 04/20/2023 0.45% 0.16% 3,017,406.25 19,322.63 3.77 2.21
06/11/2020  3133ELG81 5,000,000.00 Farm Credit System 0.300% 06/08/2023 0.37% 0.18% 5,016,258.33 22,015.71 6.28 2.35
09/30/2020  3137EAEV7 2,035,000.00 Freddie Mac 0.250% 08/24/2023 0.24% 0.16% 2,041,839.86 4,197.89 2.55 2.56
11/05/2020  3137EAEZ8 2,000,000.00 Freddie Mac 0.250% 11/06/2023 0.28% 0.21% 2,003,134.44 3,5695.47 2.51 2.76
Total 57,935,000.00 1.83% 0.15% 59,256,879.64 879,517.01 7413 1.30
Municipals
04/22/2020  13063DUV8 600,000.00 State of California 5.000% 03/01/2022 1.00% 0.13% 644,312.00 6,267.00 0.81 1.05
06/17/2020  68609TWU8 250,000.00 State of Oregon 0.502% 11/01/2022 0.50% 0.23% 251,503.75 1,190.00 0.31 1.75
11/02/2020  720424D49 925,000.00 Pierce County Washington 0.379% 12/01/2022 0.38% 0.28% 927,513.20 1,646.50 1.16 1.83
School District No 010
Tacoma
Total 1,775,000.00 0.62% 0.22% 1,823,328.95 9,103.50 2.28 1.54
Corporate
03/19/2020  06367T4W7 1,000,000.00 Bank of Montreal 3.100% 04/13/2021 2.82% 0.28% 1,015,080.00 5,252.05 1.27 0.21
GPA Investment Report 22



Holdings by Security Type

Klamath County | Investment Core

.
January 31, 2021

Settlement Cusip Par Amount Security Coupon Maturity Call Date Book Market Market Value + Net Unrealized % Asset Eff
Date Rate Date Yield Yield Accrued Gain (Loss) Dur
11/22/2019  037833CMO 3,000,000.00 Apple Inc. 2.500% 02/09/2022  01/09/2022 1.72% 0.22% 3,100,273.33 43,103.41 3.88 0.93
03/20/2020  90331HPF4 1,000,000.00 U.S. Bancorp 1.950% 01/09/2023  12/09/2022 2.92% 0.31% 1,031,651.67 48,434.35 1.29 1.83
Total 5,000,000.00 2.18% 0.25% 5,147,005.00 96,789.82 6.44 0.97
Cash
CCYUSD 928.95 US Dollar 0.000% 01/31/2021 0.00% 0.00% 928.95 0.00 0.00 0.00
Total 928.95 0.00% 0.00% 928.95 0.00 0.00 0.00
Portfotio 78,210,928.95 1.85%  0.16% 79,033,885.57 1,066,22429 10000 1.2
23

GPA Investment Report



Risk Management-Maturity/Duration GPA

Klamath County | Investment Core January 31, 2021

1.12 Yrs Effective Duration 1.15Yrs Years to Maturity

Days to Maturity

Distribution by Effective Duration

. Effective Duration

40%

30.59
30%

21.75

20%

15.76

12.71

10.28
8.91

10%

0%

0-0.25 0.25-0.50 0.50-0.75 0.75-1

GPA Investment Report 17



Risk Management-Credit/Issuer

.
Klamath County | Total Aggregate Portfolio January 31, 2021

Credit Rating S&P/Moody’s/Fitch Issuer Concentration
Market Value + Accrued %

S&P

A+ 1,015,080.00 0.71

AA+ 77,241,912.95 53.67

AA- 1,675,963.67 1.16

AAA 928.95 0.00

NA 63,978,450.84 44.46

Moody's

A1 1,031,651.67 0.72

Aa1l 3,351,777.08 2.33

Aa2 1,659,392.00 1.15 OREGON SHORT TERM FUND 37.0%
Aaa 73,891,064.82 51.34 Federal Home Loan Banks 14.4%

NA 63,978,450.84 44.46 Farm Credit System 10.6%

e United States 9.5%

Freddie Mac 8.4%

AA 1,659,392.00 1.15 Federal National Mortgage Association 7.8%
AA+ 251,503.75 0.17 Umpqua Bank 3.7%

AA- 1,031,651.67 0.72 Apple Inc. 2.2%

AAA 72.963,551.62 50.70 UMPQUA BANK DEPOSIT 1.8%

" 68.000257.37 20 UMPQUA BANK TAX 8 ASSESS 1%
Total 143,912,336.40 100.00

Bank of Montreal 0.7%

UMPQUA BANK MONEY FUND 0.7%
Pierce County Washington School District No
010 Tacoma 0.6%

State of California 0.4%

US BANK DEPOSIT - MAIN 0.2%

State of Oregon 0.2%

US Dollar 0.0%

US BANK DEPOSIT - TAX & ASSES 0.0%

GPA Investment Report 7



GOVERNMENT
G P/\ PORTFOLIO
{ ADVISORS

To: Vickie Noel, Klamath County

From: Deanne Woodring and Whitney Maher, Government Portfolio Advisors
Date: November 20, 2020

Re: Investment Policy Review/Update 2021

ORS 294.135(a) requires local governments investing in securities with maturities longer than 18
months to annually adopt their investment policies. The County adopted the policy in January 2020
and the policy is being presented for re-adoption for 2021 to the Board of Commissioners with the
following recommended changes:

v Update ratings requirements language for allowable investments, specifically
Corporate/commercial paper language to follow statute more closely

v' Update the Commercial Paper requirements to Al rather than Al+, to provide for more
flexibility and availability of investments.

v" Maximum % Holdings and % Per Issuer Updates

v' Maximum Maturity — recommending to move to 3.25 years

POLICY CHANGES ARE ITALICIZED BELOW IN EACH NOTED SECTION:

1. Update language for corporates and commercial paper - GPA recommends updating the
County’s policy to follow state statute for consistency. By statute, minimum ratings requirements
include S&P or Moody’s “or equivalent rating by any nationally recognized statistical rating
organization.” GPA recommends including this language.

Recommended Language:

US Agency Obligations Secondary: Other US government sponsored enterprises that are less marketable are
considered secondary GSEs. They include, but are not limited to: Private Export Funding Corporation (PEFCO),
Tennessee Valley Authority (TVA), Financing Corporation (FICO) and Federal Agricultural Mortgage Corporation,
(Farmer Mac). Specific Issues must be rated by Moody’s or S&P or any nationally recognized statistical rating
organization.

Municipal Debt: Lawfully issued debt obligations of the States of Oregon, California, Idaho and Washington and
political subdivisions of those states if the obligations must be rated on the settlement date Aa3 or better by
Moody’s Investors Service or AA- or better by S&P or equivalent rating by any nationally recognized statistical
rating organization [ORS 294.035(3)(b)] [ORS 294.035(3)(c)].

Corporate Indebtedness: Corporate indebtedness subject to a valid registration statement on file with the
Securities and Exchange Commission or issued under the authority of section 3(a)(2) or 3(a)3 of the Securities
Act of 1933, as amended. Corporate indebtedness must be rated on the settlement date Aa3 or better by
Moody’s Investors Service or AA- or better by S&P or equivalent rating by any nationally recognized statistical
rating organization [ORS 294.035(3)(B)].

Commercial Paper: Corporate indebtedness subject to a valid registration statement on file with the Securities
and Exchange Commission or issued under the authority of section 3(a)(2) or 3(a)3 of the Securities Act of 1933,
as amended. Commercial Paper must be rated A1 by Standard and Poor’s or P1 by Moody’s or equivalent rating
by any nationally recognized statistical rating organization [ORS 294.035(3)(B)]. Issuer constraints for
commercial paper combined with corporate notes will be limited by statute to 5% of market value per issuer.

2188 SW Park Place Suite 100
Portland, OR 97205 | Office: 503-248-9973



GOVERNMENT

G PA PORTFOLIO
.

ADVISORS
Banker’s Acceptance A short-term credit investment created by a non-financial firm and guaranteed by a
qualified financial institution whose long-term letter of credit rating is at least AA- by Standard and Poor’s or
Aa3 by Moody's or equivalent rating by any nationally recognized statistical rating organization. (ORS
294.035(3)(h)(A))

2. Commercial Paper Ratings — Move from Al+ to Al to provide for more flexibility and availability
of investments. Diversification table will be updated accordingly (see below).

3. Maximum % Holdings and % Per Issuer Updates — GPA recommends updating the US Agency
Primary securities max % per issuer from 33% to 35%, reducing US Agency Secondary securities
max % per issuer to 5% from 10%, and increasing maximum % holdings of Municipal bonds from
20% to 25%. The diversification able will be updated accordingly (see below).

Issue Type Maximum % Maximum % Ratings Ratings Ratings
Holdings per Issuer S&P Moody's Fitch
US Treasury Obligations 100% None N/A N/A N/A
uUs A Pri S iti
gency Primary Securities 100% @ N/A N/A N/A
FHLB, FNMA, FHLMC, FFCB
US Agency Secondary Securities 10% 5% Security must be Security must be Security must be
FICO, FARMER MAC etc. ° - rated rated rated
Municipal Bond
(OR, CA, ID, WA)
Corporate Bonds AA- Aa3 AA-
35%* 5% **
Commerdial Paper @ P1 )
Bank Time Deposits/Savings 259 255 Oregon Public Oregon Public Oregon Public
Accounts ° ° Depository Depository Depositary
e . o) Publi 0 Publi 0] Publi
Certificates of Deposit 20% 10% regon. ublic regon. ublic regon. ubhe
Depository Depository Depository
Banker's Acceptance 10% 5% Al+ P1 F1+
Maximum allowed
Oregon Short Term Fund None N/A N/A N/A
per ORS 294.810

*35% maximum combined corporate and commercial paper per ORS.

**|ssuer constraints apply to the combined issues in corporate and commercial paper holdings.

4. Maximum Maturity — GPA recommends moving the maximum maturity to 3.25 years from 3.0
years. The table will be updated as well as any references throughout the policy.

Minimum % of

Maturity Constraints

Total Portfolio

Under 30 days

10%

Under 1 year

35%

Under 3.25 years >

100%

Maturity Constraints

Maximum of Total
Porfolio in Years

Weighted Average Maturity

1.5 Years

Security Structure Constraint

Maximum % of
Total Portfolio

Callable Agency Securities

25%

2188 SW Park Place Suite 100
Portland, OR 97205 | Office: 503-248-9973
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KLAMATH COUNTY INVESTMENT POLICY 20210

Adoption Resolution

THEREFORE, BE IT RESOLVED, THAT THE KLAMATH COUNTY BOARD OF COMMISSIONERS HEREBY ADOPTS THE
KLAMATH COUNTY INVESTMENT POLICY REVISED March___, 20216

DONE AND DATED this day of , 20210

[ Approved
[ Denied

Chair

[1 Approved
[ Denied

Commissioner

[1 Approved
[ Denied

Commissioner




KLAMATH COUNTY INVESTMENT POLICY 20210

Purpose

This Investment Policy defines the parameters within which funds held by the Klamath County Investment Officer
are to be invested. This policy formalizes the framework, pursuant to ORS 294.135, for Klamath County’s investment
activities to ensure effective and judicious management of funds within the scope of this policy.

These guidelines are intended to be broad enough to allow designated investment staff to function properly within
the parameters of responsibility and authority, yet specific enough to adequately safeguard the investment assets.

Governing Authority

Klamath County’s investment program shall be operated in conformance with Oregon Revised Statutes and
applicable Federal Law. Specifically, this investment policy is written in conformance with ORS 294.035; 294.040;
294.046; 294.047; 294.052; 294.080; 294.125; 294.135; 294.145; 294.155; and 294.810. All funds within the scope
of this policy are subject to regulations established by the state of Oregon. Any revisions or extensions of these
sections of the ORS shall be assumed to be part of this Investment Policy immediately upon being enacted.

Scope
This policy applies to all activities of Klamath County with regard to investing financial assets, except those
specifically excluded. Investments of employees' retirement funds, deferred compensation plans, and other similar

funds are not covered by this policy. The amount of funds falling within the scope of this policy over the next three
years is expected to range between $60 million and $130 million.

General Objectives
The primary objectives, in priority order, of investment activities shall be:

Preservation of Invested Capital

Investments shall be undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio.
The goal is to mitigate credit risk and interest rate risk.

Liquidity

The investment portfolio shall remain sufficiently liquid to meet all reasonably anticipated operating requirements.
Furthermore, the portfolio should consist largely of securities with active secondary or resale markets. A portion of
the portfolio also may be placed in the Oregon Short Term Fund or any other commingled investment pool
established by the State Investment Officer for the investment of funds by local governments, which offers next-day
liquidity. Where possible and prudent, the portfolio should be structured so that investments mature concurrent
with anticipated demands.




KLAMATH COUNTY INVESTMENT POLICY 20210

Return

The investment portfolio shall be designed with the objective of attaining a market rate of return throughout
budgetary and economic cycles, taking into consideration the safety and liquidity needs of the portfolio. Although
return consists of both principal return (gains and losses due to market value fluctuations) and income return (yield),
this policy discourages active trading and turnover of investments. Investments should generally be held to maturity.

Standards of Care

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. Investment officers acting in accordance with written
procedures and this investment policy and 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 and
appropriate action is taken to control adverse developments within a timely fashion as defined in this policy. The
"prudent person" standard states:

“Investments shall be made with judgment and care, under circumstances then prevailing, which persons of
prudence, discretion and intelligence exercise in the management of their own affairs, not for speculation, but for

investment, considering the probable safety of their capital as well as the probable income to be derived.”

Ethics and Conflicts of Interest

Officers and employees involved in the investment process shall refrain from personal activity that could conflict
with the proper execution and management of the investment program, or that could impair their ability to make
impartial decisions. Employees and investment officials shall disclose any material interests in financial institutions
with which they conduct business. Disclosure shall be made to the governing body. They shall further disclose any
personal financial/investment positions that could be related to the performance of the investment portfolio.
Employees and officers shall refrain from undertaking personal investment transactions with the same individual
with whom business is conducted on behalf of Klamath County. Officers and employees shall, at all times, comply
with the State of Oregon Government Standards and Practices code of ethics set forth in ORS Chapter 244.

Delegation of Authority and Responsibilities

Governing Body
The Klamath County Board of Commissioners will retain ultimate fiduciary responsibility for invested funds. The
governing body will receive reports, pursuant to, and with sufficient detail to comply with ORS 294.085 and 294.155.

Delegation of Authority

Authority to manage investments within the scope of this policy and operate the investment program in accordance
with established written procedures and internal controls is granted to the Publicly Elected County Treasurer,
hereinafter referred to as Investment Officer, and derived from the following: ORS 294.035 to 294.053, 294.125 to
294.145, and 294.810. In the event of a vacancy at the County Investment Officer position, the Finance Director is
authorized to act with all authority of the Investment Officer.




KLAMATH COUNTY INVESTMENT POLICY 20210

No person may engage in an investment transaction except as provided under the terms of this policy and the
procedures established by the Investment Officer. The Investment Officer shall be responsible for all transactions
undertaken and shall establish a system of controls to regulate the activities of subordinate officials.

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

Investment Committee
The Investment Officer may seek to establish an investment committee to provide guidance to the Investment
Officer and monitor investment policy compliance.

Investment Advisor

The Investment Officer may engage the services of one or more external investment managers to assist in the
management of the entity’s investment portfolio in a manner consistent with this investment policy. Investment
Advisors may be hired on a discretionary or non-discretionary basis. If the advisory basis is non-discretionary, all
transactions must be pre-approved in writing by the Investment Officer and compliant with this Investment Policy.
If Klamath County hires an investment Advisor to provide investment management services, the Advisor is
authorized to transact with its direct dealer relationships on behalf of Klamath County.

Prohibited Conduct

In making investments, the Investment Officer or the Investment Advisor may not enter into any agreement to invest
funds or sell securities for future delivery for a fee other than interest.

Transaction Counterparties, Investment Advisors, Bank
Investment Managers and Depositories

Broker/Dealers

The Investment Officer in conjunction with the Investment Advisor shall determine which broker/dealer firms and
registered representatives are authorized for the purposes of investing funds within the scope of this investment
policy. A list will be maintained of approved broker/dealer firms and affiliated registered representatives.

The following minimum criteria must be met prior to authorizing investment transactions. The Investment Officer
may impose more stringent criteria.

i.  Broker/Dealer firms must meet the following minimum criteria:
a. Beregistered with the Securities and Exchange Commission (SEC);
b. Be registered with the Financial Industry Regulatory Authority (FINRA).
c. Provide most recent audited financials.
d. Provide FINRA Focus Report filings.

ii. Approved broker/dealer employees who execute transactions with Klamath County must meet the
following minimum criteria:
a. Be aregistered representative with FINRA;
b. Be licensed by the state of Oregon;
c. Provide certification (in writing) of having read; understood; and agreed to comply with the most
current version of this investment policy.




KLAMATH COUNTY INVESTMENT POLICY 20210

The Investment Officer may establish a policy for engaging broker/dealer firms, national banking
associations and registered representatives that are more restrictive than stated in this policy. Additional
requisites or due diligence items may include:

1)

Positive references from at least three other local government clients.

b. As part of the periodic due diligence review, inquiries with other local government clients with regard
to their recent experiences with broker/dealer firms or registered representatives and any change in
relationship status.

c. Requirement that approved registered representatives provide notification within 30 days of any
formal investigations or disciplinary actions initiated by federal or state regulators.

d. Requirement that prospective registered representatives have an established history of advising local

governments with similar amounts of assets under management.

Periodic (at least annual) review of all authorized broker/dealers and their respective authorized registered
representatives will be conducted by the Investment Officer. Factors to consider would be:

Pending investigations by securities regulators
Significant changes in net capital.

Pending customer arbitration cases.
Regulatory enforcement actions. ORS

o0 oo

The Investment Officer shall maintain and review annually a list of all authorized financial institutions and
broker/dealers that are approved to transact with the County for investment purposes.

The Investment Officer or designee may utilize the investment advisor’s approved broker/dealer list in lieu
of the County’s own approved list. The advisor must submit the approved list to the County annually and
provide updates throughout the year as they occur. The advisor must maintain documentation of
appropriate license and professional credentials of broker/dealers on the list. The annual investment
advisor broker/dealer review procedures include:

a. FINRA Certification check:

i. Firm Profile

ii. Firm History

iii. Firm Operations

iv. Disclosures of arbitration awards, disciplinary and regulatory events
V. State Registration Verification

b. Financial review of acceptable FINRA capital or letter of credit for clearing settlements.

The advisor may be authorized through the contracted agreement to open accounts on behalf of the County
with the broker/dealers on the approved broker dealer list. The County will receive documentation directly
from the brokers for account verification and regulatory requirements.

Investment Advisors or Bank Investment Managers

A list will be maintained of approved Advisors and national banking associations (Bank Investment Managers)
selected by conducting a process of due diligence.

The following items are required for all approved Investment Advisors or Bank Investment Managers:
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The Investment Advisor or bank investment manager firm must be registered with the SEC or the Office
of the Comptroller of the Currency (OCC) and licensed by the state of Oregon, if applicable;

All Investment Advisor firm representatives conducting investment transactions on behalf of Klamath
County must be registered representatives with FINRA or must be national banking association
investment management personnel;

All Investment Advisor firm representatives conducting investment transactions on behalf of Klamath
County must be licensed with the SEC, by the state of Oregon or with the OCC, as applicable;
Certification, by all of the advisor representatives or bank investment managers conducting investment
transactions on behalf of this entity, of having read, understood and agreed to comply with this
investment policy.

A periodic (at least annual) review of all authorized Investment Advisors and bank investment managers
under contract will be conducted by the Investment Officer to determine their continued eligibility within
the portfolio guidelines. Factors to consider would be:

oo oo

Pending investigations by securities or banking regulators.
Significant changes in net capital.

Pending customer arbitration cases.

Regulatory enforcement actions.

The Investment Officer may establish guidelines or policy for engaging Investment Advisors’ or bank
investment manager services that are more restrictive than stated in this policy. Additional requisites or
due diligence items may include:

a. Positive references from at least three other local government clients of a prospective Investment
Advisor firm or bank investment manager.

b. As part of the periodic due diligence review, inquiries with other local government clients of approved
Investment Advisors or bank investment managers with regard to their recent experiences with the
advisor or bank investment manager and any change in the relationship status.

c. Requirement that approved Investment Advisors or bank investment managers provide notification
within 30 days of a relationship termination by an Oregon based local government.

d. Requirement that approved Investment Advisor or bank investment managers provide notification
within 30 days of any formal investigations or disciplinary actions initiated by federal or state
regulators.

e. Requirement that prospective Investment Advisors or bank investment managers have an established
history of advising local governments with similar amounts of assets under management.

Depositories

All financial institutions who desire to become depositories must be qualified Oregon Depositories pursuant to ORS

295.

Competitive Transactions

The Investment Officer shall ensure a competitive selection of investment purchases.

The Investment Officer shall obtain and document competitive bid information on all investments
purchased or sold in the secondary market. Competitive bids or offers should be obtained, when possible,
from at least three separate brokers/financial institutions or through the use of a nationally recognized
trading platform.
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ii. Inthe instance of a security for which there is no readily available competitive bid or offering on the same
specific issue, then the Investment Officer shall document quotations for comparable or alternative
securities.

iii. When purchasing original issue instrumentality securities, no competitive offerings will be required as all
dealers in the selling group offer those securities as the same original issue price. However, the Investment
Officer is encouraged to document quotations on comparable securities.

iv. If an Investment Advisor or bank investment manager provides investment management services, the
advisor must retain documentation of competitive pricing execution on each transaction and provide upon
request.

Administration and Operations

Delivery vs. Payment

All trades of marketable securities will be executed (cleared and settled) by delivery vs. payment (DVP) to ensure
that securities are deposited in Klamath County’s safekeeping institution prior to the release of funds. The County
will have online access through the safekeeping bank for verification of the account holdings and transactions.

i.  The Investment Officer shall not pay for any security purchased until sufficient evidence of title to the
securities has been received. Evidence of title must be consistent with modern investment, banking and
commercial practices and may include physical possession, book entry and automated recordation of such
title. However, the Investment Officer or Investment Advisor may instruct one or more custodial agents or
banks to accept or release securities as that Investment Officer or Investment Advisor considers advisable
to be held in safekeeping for collection of principal and interest or other income; or

ii. The Investment Officer shall not deliver securities to the purchaser of the securities upon sale prior to
receiving payment in full for the securities. However, the Investment Officer or Investment Advisor may
deliver the securities to any custodial agent or bank upon instructions to hold the securities pending receipt
by the custodial agent or bank of full payment for the securities.

Third-Party Safekeeping or Bank Custody

Securities will be held by an independent third-party safekeeping institution or bank custodian selected by Klamath
County. All securities will be evidenced by safekeeping/custody receipts in Klamath County’s name. Upon request,
the safekeeping institution shall make available a copy of its Statement on Standards for Attestation Engagements
(SSAE) No. 16. The County will have online access through the safekeeping bank for verification of the account
holdings and transactions.

Internal Controls

The Investment Officer and Board of Commissioners are responsible for establishing and maintaining an adequate
internal control structure designed to reasonably assure that invested funds are invested within the parameters of
this Investment policy and, protected from loss, theft or misuse. Specifics for the internal controls shall be
documented in writing. The established control structure shall be reviewed and updated periodically by the
Investment Officer.
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The concept of reasonable assurance recognizes that the cost of a control should not exceed the benefits likely to
be derived and the valuation of costs and benefits requires estimates and judgments by management. The internal
controls shall address the following points at a minimum:

i.  Compliance with Investment Policy

ii. Control of collusion.

iii. Separation of transaction authority from accounting and record keeping.

iv. Custodial safekeeping.

v. Avoidance of physical delivery of securities whenever possible and address control requirements for
physical delivery where necessary.

vi. Clear delegation of authority to subordinate staff members.

vii. Confirmation of transactions for investments and wire transfers in written or digitally verifiable electronic
form.

viii. Dual authorizations of wire and automated clearing house (ACH) transfers

ix. Staff training

X. Review, maintenance and monitoring of security procedures both manual and automated.

External Auditor

An external auditor shall provide an annual independent audit to assure compliance with Oregon state law and
Klamath County policies and procedures.

Accounting Method

Klamath County shall comply with all required legal provisions and Generally Accepted Accounting Principles (GAAP).
The accounting principles contemplated are those contained in the pronouncements of authoritative bodies
including, but not necessarily limited to, the Governmental Accounting Standards Board (GASB).

Investments will be carried at fair value. Investment returns are calculated as total return, including interest earned,
premiums, discounts and changes in fair value. The yield is calculated on a 365-day basis.

Investment Income

Investment income includes: interest, dividends, realized gains and losses and changes in fair value. Interest and
dividends will be accrued monthly and be credited to investment income. Premiums and discounts on securities
shall be amortized/accreted over the life of the securities, and be credited to or charged to investment income.
Realized gains and losses will be recognized at the time of sale or callable securities called will be credited to or
charged to investment income at the time of sale or call. Changes in fair value will be recognized monthly and be
credited to or charged to investment income.

Transaction Costs

Transaction costs include: investment management fees, bank charges, wire transfer fees, audit and financial
reporting costs, etc. Investment management fees in addition to the fees charged by various financial institutions
shall also include an investment management fee for services provided by the Investment Officer. The investment
management fee charged by the Investment Officer shall be determined annually as part of the budgeting process
for Klamath County. The management fee shall be allocated on a monthly basis (1/12t" of the authorized amount)
and shall be credited to Klamath County’s general fund each month.

10
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Allowance Retention for Potential Periodic Fair Value Declines

Investment income includes changes in fair value, which may be negative in periods of rising interest rates.
Therefore, the County will set aside an allowance for negative fair value periods that will be used to allocate to a
zero net earnings in periods of negative total return. The retention fund will not exceed more than the interest rate
risk exposure in the portfolio based on a 2% interest rate rise. Any distributions from the retention allowance fund
will be based on a pro-rata share of fund balance in that period.

Net Investment Income

Net investment income shall include investment income less transaction costs and net investment income shall be
allocated each month to each fund from which the investment was made based on the average daily balance in the
fund. If netincome is negative in a period, balances from the allowance retention fund may be used to net zero. In
the next period of positive net income the allowance will be adjusted back to the retention fund.

Interfund Borrowing

If the average daily balance in the fund is negative and the fund has received investment income during the fiscal
year, the fund will be debited investment income for the period or periods the average cash balance is negative. If
investment income has been exhausted and the fund remains in a negative average daily balance position, the fund
shall be charged interest expense for any future interest allocations. If the average daily balance in the fund is
negative and the fund has not received investment income during the fiscal year, the fund will be charged interest
expense for the period or periods the average cash balance is negative. If investment income generates a negative
return for the fiscal year, funds in a negative cash position shall not be due an allocation of investment earnings but
instead shall pay a rate of interest as determined by the Board of County Commissioners.

Investment of Funds for Other Entities

Subject to ORS 294.040 and 294.135 to 294.155, the Investment Officer may, after having obtained a written order
from the governing body (the Board of Commissioners), invest the surplus funds (as defined in ORS 294.004(6))
belonging to any other political subdivision on a pooled basis in the investments of Klamath County.

Suitable and Authorized Investments

Permitted Investments

The Oregon State Investment Officer maintains a list of agencies and instrumentalities of the United States with
available obligations that any political subdivision of the State of Oregon may invest in under ORS 294.035(3)(a) and
294.040. Investments shall be in compliance with this list.

ing here the maior NRSROs i o diffaren

Minimum credit rating

s and percentage limitations apply to the time of purchase.
The following investments are permitted pursuant to ORS 294.035, 294.040, and ORS 294.810.

US Treasury Obligations: U.S. Treasury and other government obligations that carry the full faith and credit
guarantee of the United States for the timely payment of principal and interest. [ORS Section 294.035(3)(a)]

11
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US Agency Obligations Primary: Senior debenture obligations of US federal agencies and instrumentalities or
U.S. government sponsored enterprises (GSE) that have actively traded markets and provide a higher level of
liquidity. These include: Federal National Mortgage Association (FNMA), the Federal Home Loan Mortgage
Corporation (FHLMC), Federal Home Loan Banks (FHLB), and the Federal Farm Credit Bureaw-Banks Funding
Corporation (FFCB).

US Agency Obligations Secondary: Other US government sponsored enterprises that are less marketable are
considered secondary GSEs. They include, but are not limited to: Private Export Funding Corporation (PEFCO),
Tennessee Valley Authority (TVA), Financing Corporation (FICO) and Federal Agricultural Mortgage Corporation,
(Farmer Mac). Specific Issues must be rated by Moody’s or S&P or any nationally recognized statistical rating
organization.

Municipal Debt: Lawfully issued debt obligations of the States of Oregon, California, Idaho and Washington and
political subdivisions of those states if the obligations must be rated on the settlement date Aa3 or better by
Moody’s Investors Service or AA- or better by S&P or by-Fiteh-AA—equivalent rating by any nationally recognized
statistical rating organization [ORS 294.035(3)(b)] [ORS 294.035(3)(c)].

Corporate Indebtedness: Corporate indebtedness subject to a valid registration statement on file with the
Securities and Exchange Commission or issued under the authority of section 3(a)(2) or 3(a)3 of the Securities
Act of 1933, as amended. Corporate indebtedness must be rated on the settlement date Aa3 or better by
Moody’s Investors Service or AA- or better by S&P or equivalent rating by any nationally recognized statistical
rating organizationby-Fiteh-AA~[ORS 294.035(3)(B)].

7777777777777777777777777777777777777777777777777777 Al+.

\Commercnal ﬂ’aper Corporate indebtedness subject to a valid registration statement on file with the Securities _ - - Commented [WM1]: GPA recommends moving CP to Al from
and Exchange Commission or issued under the authority of section 3(a)(2) or 3(a)3 of the Securities Act of 1933,

as amended. Commercial Paper thatismust be rated A1+ by Standard and Poor’s or P1 by Moody’s or equivalent
Mg by anv natlonallv recognlzed statistical rating organlzatlon %P—l—ep&ld—aﬂd—has—leng—te;m—beﬂdsmh

y iteh—[ORS 294.035(3)(B)].
Issuer constraints for commer(:lal paper combmed W|th corporate notes will be limited by statute to 5% of
market value per issuer.

Bank Time Deposits/Savings Accounts: Bank Time Deposits and savings accounts in insured institutions as
defined in ORS Section 706.008, in credit unions as defined in ORS Section 723.006, or in federal credit unions,
if the institution or credit union maintains a head office or a branch in this state [ORS Section 294.035(3)(d)].

Certificates of Deposit: Certificates of deposit in insured institutions as defined in ORS Section 706.008, in credit
unions as defined in ORS Section 723.006, or in federal credit unions, if the institution or credit union maintains
a head office or a branch in this state [ORS Section 294.035(3)(d)]. Certificates of deposit into financial
institutions outside of Oregon are allowed if the Investment Officer deposits the funds into a depository in
Oregon and the Oregon depository participates in a program pursuant to ORS Section 295.004

Banker’s Acceptance A short-term credit investment created by a non-financial firm and guaranteed by a
qualified financial institution whose long-term letter of credit rating is at least AA- by Standard and Poor’s or
Aa3 by Moody's or Fiteh-AA-equivalent rating by any nationally recognized statistical rating organization-at-the
time-ofpurchase. (ORS 294.035(3)(h)(A))

Oregon Short Term Fund or any other commingled investment pool established by the State Treasurer for the
investment of funds by local governments.

12
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Approval of Permitted Investments

If additional types of securities are considered for investment, per Oregon state statute they will not be eligible for
investment until this Policy has been amended and the amended version adopted by Klamath County.

Prohibited Investments

The following investments are prohibited:

Private Placement or “144A” Securities Private placement or “144A” securities are not allowed. “144A”
securities include commercial paper issued under section 4(2)144A (also known as “4(2)A”) of the Securities
Act of 1933.

Securities Lending Klamath County shall not lend securities nor directly participate in a securities lending
program.

14 Day Settlement: Klamath County shall not purchase securities with a delayed settlement in excess of 14
business days per ORS statute.

Mortgage Backed Securities The County shall not purchase mortgage backed securities.

Default History The County will not purchase, per ORS 294.040, any bonds of issuers listed in ORS 294.035(3)(a)

to (c) that have a prior default history.

Collateralization of Bank Demand Deposits and Time Deposits and Certificates of
Deposit

All bank demand deposits, time deposits and Certificates of Deposits shall be held in qualified Oregon depositories
in accordance with ORS Chapter 295.

Bank demand deposits in qualified depository institutions are considered cash vehicles and not investments and are
therefore outside the scope and restrictions of this policy. Pursuant to ORS 294.035(3)(d), time deposits, certificates
of deposit and savings accounts are considered investments and within the scope of this policy.

Investment Parameters

Credit Risk

Credit risk is the risk that a security or a portfolio will lose some or all of its value due to a real or perceived change
in the ability of the issuer to repay its debt. Credit risk will be mitigated by the following guidelines:

i.  Diversification It is the policy of Klamath County to diversify its investments. Where appropriate, exposures
will be limited by security type; maturity; issuance, issuer, and security type, Allowed security types and
Investment exposure limitations are detailed in the table below.

ii. Investment Credit Ratings Investments must have a rating from S&P of AA- or Moody’s Aa3 or equivalent
rating by any other nationally recognized statistical rating organization.- H+the-ease-efa-splitratingthe
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lowerofthe-tworatings-willbe-used. Ratings used to apply the guidelines below should be investment level

ratings and not issuer level ratings. The ratings apply to the types of securities identified in the table below.
iii. Diversification and Credit Exposure Constraints The following table limits exposures among investments
permitted by this policy.

Issue Type Maximum % Maximum % Ratings Ratings Ratings
Holdings per Issuer S&P Moody’s Fitch
US Treasury Obligations 100% None N/A N/A N/A

Commented [WM2]: Updated Diversification table to reflect
commercial paper rating change from A1+ to Al.

Also recommending 35% (from 33%) max % per issuer for Agency
Primary Securities, reducing max % issuer for Secondary Agency
securities to 5% (from 10%), and 25% maximum % holdings for
Municipals (from 20%)

US Agency Primary Securities

1009 9 N/A N/A N/A
FHLB, FNMA, FHLMC, FFCB 00% 35% / / /

US Agency Secondary Securities 10% 5% Security must be Security must be  Security must be
FICO, FARMER MAC etc. ? ? rated rated rated

Municipal Bonds

(OR, CA, ID, WA) 25% 5% AA- Aa3 AA-
Corporate Bonds AA- Aa3 AA-
35%* 5%**
Commercial Paper Al P1 F1
Bank Time Deposits/Savings Oregon Public Oregon Public Oregon Public
25% 25% . . .
Accounts Depository Depository Depository
o] Publi (o] Publi o] Publi
Certificates of Deposit 20% 10% regon‘ ublic regon. ublic regon. ublic
Depository Depository Depository
Banker’s Acceptance 10% 5% Al+ P1 F1+
Maxi Il d
Oregon Short Term Fund aximum afiowe None N/A N/A N/A

per ORS 294.810

*35% maximum combined corporate and commercial paper per ORS.

**|ssuer constraints apply to the combined issues in corporate and commercial paper holdings.

iv. Restriction on Issuers With Prior Default History Per ORS 294.040, the bonds of issuers listed in ORS
294.035 (3)(a) to (c) may be purchased only if there has been no default in payment of either the principal
of or the interest on the obligations of the issuing county, port, school district or city, for a period of five
years next preceding the date of the investment.

v. Portfolio Credit Rating The minimum weighted average credit rating of the portfolio’s rated investments
shall be AA-/Aa3 by Standard & Poor’s and Moody’s Investors Service respectively.

Liquidity Risk

14
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Liquidity risk is the risk that an investment may not be easily marketable or redeemable. The following strategies
will be employed to mitigate liquidity risks:

i. The value of at least 10% of funds available for investing will be invested in the Oregon Short Term Fund,
with a qualified depository institution, or investments maturing in less than 30 days to provide sufficient
liquidity for expected disbursements.

ii. Funds in excess of liquidity requirements are allowed for investments maturing at a maximum of 3.25 years.
However, longer-term investments tend to be less liquid than shorter term investments. Portfolio
investment maturities will be limited as follows:

r'l'otal \Pgrj.fgIiﬁoil\/[agu;igyﬁg)qstjajqtg: 77777777777777777777777777777777777 _ _ — | Commented [WM3]: New table reflects max maturity 3.25
years recommended by GPA

Minimum % of

Maturity Constraints .
Total Portfolio

Under 30 days 10%
Under 1 year 35%
Under 3.25 years 100%

Maximum of Total
Porfolio in Years
Weighted Average Maturity 1.5 Years
Maximum % of
Total Portfolio
Callable Agency Securities 25%

Maturity Constraints

Security Structure Constraint

iii. Reserve or Capital Improvement Project monies may be invested in securities exceeding the maximum term
if the maturities of such investments are made to coincide as nearly as practicable with the expected use
of the funds. These fund will be held in dedicated managed accounts.

Interest Rate Risk

Longer-term investments have the potential to achieve higher returns but are also likely to exhibit higher market
value volatility due to the changes in the general level of interest rates over the life of the investment(s). Interest
rate risk will be mitigated by providing adequate liquidity for short term cash needs, and by making longer-term
investments only with funds that are not needed for current cash flow purposes. Certain types of securities, including
variable rate securities, securities with principal pay-downs prior to maturity, and securities with embedded options,
will affect the interest rate risk profile of the portfolio differently in different interest rate environments. The
following strategies will be employed to control and mitigate adverse changes in the market value of the portfolio
due to changes in interest rates:

i.  Where feasible and prudent, investment maturities should be matched with expected cash outflows to
mitigate market risk.

ii. To the extent feasible, investment maturities not matched with cash outflows, including liquidity
investments under one year, should be staggered to mitigate re-investment risk.

iii. The maximum percent of callable agency securities in the portfolio shall be 25%;
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iv. The maximum stated final maturity of individual securities in the portfolio shall be three years, except as
otherwise stated in this policy.
v. The maximum portfolio average maturity (measured with stated final maturity) shall be 1.5 years.

Investment of Proceeds from Debt Issuance

Investments of bond proceeds are restricted under bond covenants that may be more restrictive than the
investment parameters included in this policy. Bond proceeds shall be invested in accordance with the parameters
of this policy and the applicable bond covenants and tax laws.

Funds from bond proceeds and amounts held in a bond payment reserve or proceeds fund may be invested pursuant
to ORS 294.052. Investments of bond proceeds are typically not invested for resale and are maturity matched with
outflows. Consequently, surplus funds within the scope of ORS 294.052 are not subject to this policy’s liquidity risk
constraints within section IX (2).

Investment of Reserve or Capital Improvement Funds

Pursuant to ORS 294.135(1)(b), reserve or capital Improvement project monies may be invested in securities
exceeding three years when the funds in question are being accumulated for an anticipated use that will occur more
than 18 months after the funds are invested, then, upon the approval of the governing body of the county,
municipality, school district or other political subdivision, the maturity of the investment or investments made with
the funds may occur when the funds are expected to be used.

Guideline Measurement and Adherence

Guideline Measurement

Guideline measurements will use par value of investments. The yield of the total investment fund will be measured
against the yield of the Oregon Local Government Investment Pool, using the monthly net yield of both portfolios.
The fair market performance of the long term investment component will be measured to the BofA Merrill 0-3 year
market benchmark on a total return basis.

Guideline Compliance

Guideline compliance shall consist of the following policies:

i.  If the portfolio falls outside of compliance with adopted investment policy guidelines or is being managed
inconsistently with this policy, the Investment Officer shall bring the portfolio back into compliance in a
prudent manner and as soon as prudently feasible.

ii. Violations of portfolio guidelines as a result of transactions; actions to bring the portfolio back into
compliance and; reasoning for actions taken to bring the portfolio back into compliance shall be
documented and reported to the Board of Commissioners.

iii. Due to fluctuations in the aggregate surplus funds balance, maximum percentages for a particular issuer or
investment type may be exceeded at a point in time. Securities need not be liquidated to realign the
portfolio; however, consideration should be given to this matter when future purchases are made to ensure
that appropriate diversification is maintained.
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Reporting and Disclosure

Compliance

The Investment Officer shall prepare a report at least monthly that allows the Board of Commissioners to ascertain
whether investment activities during the reporting period have conformed to the investment policy. The report
should be provided to the investment oversight body. The report will include, at a minimum, the following:

i.  Alisting of all investments held during the reporting period showing: par/face value; accounting book value;
market value; type of investment; issuer; credit ratings; and yield to maturity (yield to worst if callable).

ii. Average maturity of the portfolio at period-end.

iii. Maturity distribution of the portfolio at period-end.

iv. Average portfolio credit quality of the portfolio at period-end.

v. Average weighted yield to maturity (yield to worst if callable investments are allowed) of the portfolio.

vi. Distribution by type of investment.

vii. Transactions since last report.

viii. Transactions report on quarterly basis identifying transacting broker/dealer firm.

ix. Violations of portfolio guidelines or non-compliance issues that occurred during the prior period or that are
outstanding. This report should also note actions (taken or planned) to bring the portfolio back into
compliance.

Performance Standards/ Evaluation

At least annually, the Investment Officer shall report comparisons of investment returns to relevant alternative
investments and comparative Bond Indexes. The performance of the investment portion of the portfolio shall be
compared to the performance of alternative investments with a similar risk profile (e.g. market indices such as the

0-3 year Treasury index).

When comparing performance, all fees and expenses involved with managing the portfolio shall be included in the
computation of the portfolio’s rate of return.

The market value of the portfolio shall be calculated at least monthly and a statement of the market value of the
portfolio shall be issued at least monthly.

External Reporting

Management shall establish an annual process of independent review by the external auditor to assure compliance
with internal controls and laws surrounding the investment of public funds. Such audit will include tests deemed
appropriate by the auditor.

In compliance with ORS 294.155, the Investment Officer that holds and invests funds on behalf of another
governmental unit shall at least once a year submit an audited report to that government unit or units within 30
days after receipt of the audit report by the Investment Officer’s governing body.

The Investment Officer shall prepare a report not less than monthly to each political subdivision the segregated
funds of which the Investment Officer is then investing, as to changes made in the investments of the funds of that
body during the preceding month. If requested by that body, the Investment Officer shall furnish to it details on the
investment transactions for its fund. The Investment Officer shall also provide copies of any investment policy which
has been adopted to the custodial officer’s governing body upon request.
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Policy Maintenance and Considerations

Review

The investment policy shall be reviewed at least annually to ensure its consistency with the overall objectives of
preservation of principal, liquidity and return, and its relevance to current law and financial and economic trends.

The annual report should also serve as a venue to suggest policies and improvements to the investment program,
and shall include an investment plan for the coming year.

Exemptions

Any investment held prior to the adoption of this policy shall be exempted from the requirements of this policy. At
maturity or liquidation, such monies shall be reinvested as provided by this policy.

Policy Adoption and Amendments

This investment policy and any modifications to this policy must be formally approved in writing by the Board of
Commissioners of Klamath County.

This policy must be submitted to the Oregon Short Term Fund (OSTF) Board for review if:

i.  This policy allows maturities beyond 18 months unless the funds are being accumulated for a specific
purpose, including future construction projects, and upon approval of the Board of Commissioners, the
maximum maturity date matches the anticipated use of the funds (ORS 294.135(1)(b) and 294.135(3)).

And either:
a. This policy has never been submitted to the OSTF Board for comment;
Or
b. Material changes have been made since the last review by the OSTF Board.

Regardless of whether this policy is submitted to the OSTF Board for comment, this policy shall be re-submitted not

less than annually to the Board of Commissioners for approval. If comments by the Short-Term Fund Board are not
incorporated into the policy, the reasons should be compelling.
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Appendix B - Definitions

Below is the rationale for the various elements of this investment policy. Every effort should be made by the users
and beneficiaries of this policy to understand the philosophy and reasons behind each element of the policy.

Policy

The overall policy statement summarizes into a condensed format the entire investment policy.

Scope

The scope section explains what funds this policy applies to. It also explains what funds are excluded, and provides
an explanation of guidance for investment of those funds.

Prudence

To burden a conscientious professional with personal responsibility for default on a single item within a diversified
portfolio seems unduly severe. Accordingly, public entities with portfolios of sufficient size are urged to apply the
prudence concept to the overall portfolio.

Objective

Every investment policy must contain a concise and clear statement of objectives regarding safety of capital, liquidity
and return on investment. The effectiveness of the investment program is set by the caliber of the staff, the
procedures used, the working environment and the policy guidance provided by governing officials. Through its
statement of objectives, the governing body sets the tone and direction of the policy and the investment program.

Delegation of Authority

After the investment objectives have been identified, the next element of an investment policy is an explicit
delegation of authority to specific investment officials responsible for conducting transactions and managing the
entity's investment program.

Ethics and Conflicts of Interest

Some governments have adopted conflict of interest legislation that regulates the activities of certain officers and
employees. In the investment area, some conflicts may be governed by general code provisions, making separate
policies redundant. Some jurisdictions, however, may seek to adopt policies regarding ethical behavior and conflicts
of interest.

Authorized Financial Dealers and Institutions

The investment policy requires that a set formal process be used to select depositories and brokers/dealers. Because
the policy is intended to endure, it does not mention specific firms or depositories. Rather, it provides for a process
that will screen out institutions that lack economic viability or whose past practices suggests that the safety of public
capital would be impaired if transactions were directed to or through such firms.
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Authorized and Suitable Investments

The selection of investment instruments to be allowed for investment purposes is a significant policy issue for many
governments. Although day-to-day selection of specific instruments should be treated as a management function,
the policy should define the general universe. Direction should be specifically given to funds that receive bond
proceeds subject to arbitrage considerations.

From the approving authority’s perspective, special care must be taken to ensure that the list of instruments includes
only those allowed by law and those that local investment managers are trained and competent to handle. Citing of

the appropriate statutes for the particular entity as attachments may be appropriate.

In selecting authorized investments, consideration should be given to credit ratings on bankers’ acceptances and
collateralization of applicable instruments.

If repurchase agreements are authorized, a Master Repurchase Agreement must be signed with the bank or dealer.

Collateralization

Collateralization must be required on any repurchase agreement. This policy addresses such points as market
valuation responsibility and timing, safekeeping by an independent third party and evidence of ownership.

Safekeeping and Custody

Like private investors, governing officials feel more secure about their entity's investments if they know that the
securities are physically safe. The investment policy includes a clause regarding third-party safekeeping and custody
of securities and collateral. The policy also addresses the delivery of securities, where Delivery Versus Payment (DVP)
is a requirement (i.e. Delivery of securities with a subsequent exchange of money for the securities).

Diversification

The Investment Policy states the purpose of diversification --to reduce overall portfolio risks while attaining market
average rates of return. Diversification is conceptualized in terms of maturity as well as instrument type and issuer.
Thus, the diversification concept in a cash management fund includes prohibition against over concentration in a
specific maturity sector, as well as constraining the reliance on specific risky instruments and issuers.

Maximum Maturities

To protect public funds from market price losses resulting from rising interest rates, the policy limits the maximum
term to maturity on current operating funds' investment to 12 months - the operating budget cycle. While the
maximum term to maturity for funds not anticipated to be needed for current operations have a longer term.
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Internal Controls

The development of internal controls remains a management function. The specific internal control measures are
beyond the scope of the investment policy and will be subject to the normal operating procedures of the Investment
Officer. The investment policy merely requires that a system of internal controls be established. The policy does
provide for the timing of periodic reviews and monitoring of controls. The review of internal controls is not left up
to the periodic examination by the External Auditors but review of controls is an ongoing responsibility of the entity.

Performance Standards

Much of the investment policy focus is directed toward controls. Yield objectives are also quite important. The long-
run interests of Klamath County go beyond simple prudence and safety of funds. The investment policy provides a
formal evaluation of performance and operational audits. Market Yield (Benchmark): Klamath County's investment
strategy is passive. The policy defines the basis used by the Investment Officer to determine whether average yields
are being achieved by comparison to a benchmark.

Reporting

Investment reports provide a mechanism for monitoring by the governing body. Periodic flows of information are
needed to consider the impact of economic conditions, portfolio changes and the results of investment operations.
Reporting also provides written communication regarding investment performance, compliance, and a clear
representation of the investment portfolio.

Investment Advisors

Klamath County has chosen to utilize an investment advisor for assistance in managing its investment practices and
portfolio management. Policies surrounding the investment advisor are included in the policy.

Accounting Method

A public entity must comply with Generally Accepted Accounting Principles.

Investment Policy Adoption

The policy is annually adopted by the Board of Commissioners. In addition, the policy is reviewed by the Oregon
Short Term Fund Board.
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General Ledger

Budget Status

User:
Printed:
Period:

Fund
Dept

2185-6070-0000-6000-44950
2185-6070-0000-6000-45080
2185-6070-0000-6000-49950

2185-6070-0000-6000-62000
2185-6070-0000-6000-63100
2185-6070-0000-6000-64000
2185-6070-0000-6000-67000
2185-6070-0000-6000-69980
2185-6070-0000-6000-69990
2185-6070-0000-6000-69994
2185-6070-0000-6000-90150
2185-6070-0000-6000-98000
2185-6070-0000-6000-99900

VIDEO LOTTERY RECEIPTS

2/1/2021
10/29/2020
FY 2020-21

7/26/2019
10/31/2019
1/31/2020
5/4/2020
8/14/2020

FY 2019-20

8/1/2018
10/26/2018
1/29/2019
4/29/2019
FY 2018-19

8/11/2017
11/3/2017
2/7/2018
5/4/2018
FY 2017-18

8/5/2016
10/31/2016
1/31/2017
5/4/2017
FY 2016-17

2/16/2021
1to 12, 2021
2185 Finance Economic Development Grants
2185-6070 Economic Development
2018-2019 2019-2020
BUDGET ACTUAL BUDGET ACTUAL
Investments - Interest On 0 3,945 0 7,185
Video Poker 285,000 313,412 310,000 480,941
Beginning Fund Balance 90,000 123,455 80,000 121,795
Revenue Sub Totals: 375,000 440,812 390,000 609,922
Contract Services 268,000 303,181 314,000 282,792
Dues 20,000 750 1,500 1,200
Distribution to District 8,500 8,333 0 0
Travel & Training 25,000 2,753 10,000 1,368
Intradepartmental Admin Chgs 4,000 4,000 4,000 4,000
Contract Services-Internal 0 0 1,000 0
Solid Waste Fees-Internal 0 0 1,000 0
Interfund Transfer-Commissioners 0 0 0 0
Operating Contingency 49,500 0 58,500 0
Unappropriated Fund Balance 0 121,795 0 320,561
Expense Totals: 375,000 440,812 390,000 609,922
Report Totals 0 0 0 0
2021-22 Fiscal Year
Obligations:
KCEDA $200,000 Expires: 6/30/22, with 1 additional 3 year term available
Grant Program $50,000
130,054.10 SCOEDD $20,000
132,901.78 Klamath IDEA $12,500
262,955.88 Catalyze Klamath $5,000
Klamath Promise $5,000
100,954.00 $292,500
100,038.00 $57,500 unallocated Contract Services budget, 2021-22
97,082.00
45,351.00
137,516.30
480,941.30
74,575.93
77,955.21
81,467.56
79,413.00
313,411.70
81,776.00
73,903.68
73,394.35
73,558.91
302,632.94
70,920.00
71,897.00
70,589.00
66,756.00
280,162.00

2020-2021
BUDGET ACTUAL

4,000 633
261,138 262,956
100,362 320,561
365,500 584,150
350,000 133,974
1,500 0
0 0
10,000 0
4,000 0
0 0
0 0
0 0
0 0
0 0
365,500 133,974
0 450,176

2021-2022
BUDGET

750
350,000
300,000
650,750

350,000
1,500

0
10,000
4,000

0

0

0
60,000
225,250
650,750





