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CITY OF PEMBROKE PINES

INVESTMENT/PORTFOLIO POLICY

PURPOSE

H-is-the-intent-of-this—pelieyThis policy intends to provide the Finance Director or Investment
Manager sufficient latitude to effectively manage the City's financial assets so as to protect the

principal, provide sufficient liquidity, and maximize the return on investments within an acceptable
exposure to risk. In an effort to accomplish the aforementioned, this policy identifies various
portfolio parameters addressing investment instruments, issuer diversification, maturity/duration
constraints, investment ratings, and liquidity.

SCOPE

This investment policy applies to all financial assets held or controlled by the City of Pembroke
Pines, except for pension and deferred compensation funds, which are organized and
administered separately and depository for defeased debt or assets under Bond Trust Indenture

when held by a-third-party-eustodiansa third party custodian.

All financial assets held or controlled by the City, not otherwise classified as restricted assets
requiring separate investing, shall be identified as "funds" of the City for the purpose of this policy,
and shall be invested under the guidelines as herein set forth. The guidelines;guidelines provided
herein are the general operating procedures.

Funds groups included:

General Fund

Special Revenue Funds

Debt Service Funds

Capital Projects

Permanent Funds

Enterprise Funds

Internal Service Funds

Ageney-Custodial Funds

Any new fund group created by the City, unless specifically exempted by the City
Commission.
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INVESTMENT OBJECTIVES
The following investment objectives will be applied in the management of City funds.

. The investment objective order of priority shall be safety of capital, liquidity of funds,
and investment income, in that order.

. Safety of capital will be ensured by establishing minimally acceptable credit ratings
and limiting any exception thereto, limiting the portfolio’s maximum and average
duration, setting maximum exposure by market sector, and requiring a minimum
basket of securities either fully guaranteed by the U.S. Government or issued by an
Agency or Instrumentality of the U.S. Government. The City will maintain sufficient
liquidity in the SBA or other short-term investment portfolio to enable the City to meet

operating requirements, which might be reasonably anticipated.

. The City will strive to maximize the return on the portfolio and to preserve the
purchasing power but will avoid assuming unreasonable investment risk.

o Funds of the City will be invested in accordance with Florida-State-Statutes-

Ch. 280 and; §218.415, Florida Statutes, these policies, and written administrative
procedures.

. In accordance with the provisions of § , Florida Statutes, only pecuniary
factors may be considered. The weight afforded to any pecuniary factor must
appropriately reflect a prudent assessment of its impact on risk or returns. Any
interests or other factors may not be considered or afforded consideration if doing
so would result in sacrificing investment return or undertaking additional investment
risk to promote any nonpecuniary factor.

PERFORMANCE MEASUREMENT

The performance of the investment manager will be measured against a universe of investment
managers each quarter for a rolling two years. This period is considered sufficient to
accommaodate the different market cycles commonly experienced with fixed income investments,
given the City’s risk tolerance level. The Investment Manager is expected to perform in the top
40% of an appropriate peer group universe of managers using the LIPPER Analytical Services or
other similar service. The appropriate peer group universe will be determined based on the fund’s
actual time-weighted average allocation. The quarterly peer group ranking will be averaged over
the period of measurement, not to exceed 2 years.

In addition, the total return of this portfolio is expected to exceed the return of the benchmark. The
investment committee will select the benchmark for the prior quarter, based on the time-weighted
average of the fund’s actual allocation mix.

DELEGATION OF AUTHORITY

The Finance Director is responsible for investment decisions and activities, under the direction of
the City Manager. The day-to-day administration of the cash management program is handled
by the City's Chief-AccountantAssistant Finance Director or designee of the Finance Director. No
person may engage in an investment transaction except as provided under the terms of this policy
and the procedures so established.
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Positions authorized as investment signatories are the Mayor, City Manager, Vice Mayor, City
Clerk, Finance Director, and the Investment Adviser/Manager. The persons holding these
positions are also authorized to initiate or approve a wire transfer transaction in accordance with
applicable policies and procedures.

PRUDENCE AND ETHICAL STANDARDS

The standard of prudence to be applied by the Finance Director or Investment Manager shall be
the "Prudent Person" rule, which 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 from
the investment. "The—"The “Prudent Person" rule can be applied in the context of managing the
overall portfolio.

The Finance Director or Investment Manager and staff, acting in accordance with the written
procedures and exercising due diligence, shall not be held personally responsible for a specific
security's credit risk or market price changes, provided that these deviations are reported
immediately and that appropriate action is taken to control adverse developments.

LISTING OF AUTHORIZED INVESTMENTS

Although investments may be on the authorized list, only those securities with an active secondary
market may be purchased from the list.

The Finance Director or the investment adviser/manager may purchase/sell investment
securities, at prevailing market rates, in the following authorized investment vehicles:

(@) The Local Government Surplus Funds Trust Fund and any other investment plan or
investment trust developed by the Florida League of Cities, the Florida Association of
Counties, the Florida Association of Court Clerks, or similar state or national associations,
approved by the City.

(b) Negotiable direct obligations of, or obligations the principal and interest of which are
unconditionally guaranteed by the United States Government or its agencies, including
but not limited to, U.S. Government Treasury Securities, and Government National
Mortgage Associations (GNMAs).

(c) Non-negotiable interest-bearing time certificates of deposits or savings accounts in state
or federal banks, state or federal savings and loan associations as permitted and/or
prescribed by Chapter 280 of the Florida Statutes.

(d) Government Sponsored Enterprises including but not limited to Federal Farm Credit
Banks, Federal Home Loan Bank or its district banks, Federal National Mortgage
Association, Federal Home Loan Mortgage Corporation

(e) Prime commercial paper. Commercial Paper having a maturity of 90 days or less shall
require one of the following three minimum ratings: A-1, P-1 or F-1, or better as rated by
Standard & Poors, Moody's, and/or Fitch Investors Service rating services. Prime
commercial paper of U.S. Corporations having a maturity in excess of 90 days shall require
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(0)

two of the three above-mentioned ratings.

Repurchase agreements comprised of only those investment instruments as otherwise
authorized herein.

State or local government taxable and tax-exemptiax-exempt debt, general obligation
and/or revenue bonds rated at least "Aa" by Moody's or "AA" by Standard & Poor's for
long-term debt or rated at least MIG-2 by Moody’s or SP-2 Standard & Poor's for short-
term debt.

Securities or, other interests in, any open-end or closed-end management type investment
company or investment trust registered under the Investment Company Act of 1940,
provided the portfolio meets the City's investment policy.

Securities and Exchange Commission registered money market funds with the highest
credit quality rating from a nationally recognized rating agency. The funds must be in
compliance with Title 17, Part 270, Section 2a-7 of the Federal Code of Regulations
(Appendix B).

U.S dollar denominated debt obligations of domestic or foreign corporations, or foreign
sovereignties issued in the U.S. or in foreign markets having two of the following three
minimum ratings: A-, A3, or A-, as rated by Standard and Poor’s, and/or Moody’s, and/or
Fitch Investors Service rating services. However, if such obligations are rated by only one
rating service, then such rating shall be at least AA-, Aa3, or AA- by Standard & Poor’s,
or Moody'’s or Fitch.

Real estate, so long as the acquisition and sale cempliescomply with applicable federal
and state laws and regulations in addition to applicable City Charter provisions, if any, and
the City Code of Ordinances.

Real Estate Investment Trusts (“REIT”) which are properly registered pursuant to
applicable Federal and State laws, provided the (“REIT”) portfolio meets the City's
Investment Policy.

Land Trusts or Title Trusts as described in Sections 689.07 or 689.071, Florida Statutes,
so long as the Land Trust complies with any applicable Federal and State laws and
regulations, applicable City Charter provisions, if any, and the City's Code of Ordinances.

Mortgage-Backed Securities. Securities collateralized by mortgages on residential
property or commercial (industrial, office, retail etc.) property (“commercial Mortgage-
Backed Securities”). The securities may be issued by a Federal Instrumentality or by a
private corporation and may be structured as collateralized mortgage obligations or
unstructured pass-through securities.

Asset-Backed Securities. Securities collateralized by pools of assets (credit cards, autos,
home equity loans, etc.) The securities may be structured or unstructured pass-through
securities.

MATURITY, DURATION AND LIQUIDITY REQUIREMENTS

To meet the day-to-day operating needs of the City and to provide the ready cash to meet
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unforeseen temporary cash requirements, the City shall maintain a minimum of $10,000,000 in
liquid investments defined as repurchase agreements purchased under the terms of the City's
depository contract, open repurchase agreements, negotiable certificates of deposit, banker's
acceptances, commercial paper, U.S. Treasury direct and agency obligations all having a maturity
of 90 days or less, and/or the SBA Local Government Pool, all as purchased under the dictates
of this policy.

To the extent possible, the City will attempt to match its investments with overall anticipated cash
flow requirements. The average duration of the portfolio as a whole may not exceed five (5) years.
This calculation excludes maturities of the underlying securities of a repurchase agreement. This
calculation also applies to the expected average life of asset-backed securities and mortgage-
backed securities (rather than the stated final maturity). Limitation percentages of the portfolio
are measured from the date the securities are acquired. Unless matched to a specific cash flow
requirement, the City will not directly invest in securities with an expected duration of more than
twenty (20) years from the date of purchase. No more than 30% of the City's total investment
portfolio shall be placed in securities with an expected duration of more than five (5) years. This
calculation excludes maturities of the underlying securities of a repurchase agreement.

PORTFOLIO COMPOSITION
The following are the authorities for investments and limits on security issues, issuers, duration
and maturities as established within this policy. The Finance Director or the investment
adviser/manager shall have the option to further restrict investment in selected instruments, to
conform to then-present market conditions.
A. Investment Plans and Trusts

1. Authority to Invest

The Finance Director or the investment adviser/manager may invest in the following:

a. Local Government Surplus Trust Fund ("Trust Fund")

b. Any intergovernmental investment pool authorized pursuant to the Florida
Interlocal Cooperation Act as provided in s-§163.01,_ Florida Statutes.

c. Any other investment plan or investment trust developed by the Florida League of
Cities, the Florida Association of Counties, the Florida Association of Court Clerks,
the State Board of Administration or similar state or national associations,
approved by the City.

2. Portfolio Composition

A maximum of 100% of the portfolio may be invested . Bond proceeds
may be deposited in the "Trust Fund" until alternative investments have been purchased.

B. Government Securities
1. Authority to Purchase

The Finance Director or the investment adviser/manager may invest in negotiable
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direct obligations of the U.S. Government. Such securities will include the
following:

Direct Obligations:

. Treasury Bills

. Treasury Notes

. Treasury Bonds

. Treasury Inflation Protected Bonds (TIPs)
2. Portfolio Composition

The portfolio may be comprised of 100% direct government obligations including
the securities held under overnight repurchase agreements. At least 30% of the
portfolio shall be invested in securities backed by the U.S. Government, Federal
Agencies, and Government Sponsored Enterprises.

3. Limits on Individual Issuers
A maximum of 100% of the portfolio may be invested in any one Federal Agency.

4. Duration Limitations
The maximum duration of any direct investment in government obligations is ten
(10) years, except for the underlying securities of repurchase agreements (see
Repurchase Agreements Limits on Maturities).

C. Federal Agencies

1. Authority to Purchase
The Finance Director or the investment adviser/manager may invest in obligations
the principal and interest of which are unconditionally guaranteed by the U.S.
Government and issued through Federal agencies. Such securities will include
but not be limited to:
e Government National Mortgage Association (GNMA)

2. Portfolio Composition
Federal Agencies may comprise 100% of the portfolio.

3. Limits on Individual Issuers
A maximum of 100% of the portfolio may be invested in any one Federal Agency.

4. Maturity Limitations

The maximum duration for an investment in Federal Agency securities is ten (10)
years.
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D. Non-negotiable Interest Bearing Time Certificates of Deposit (CDs)

1.

Authority to Purchase

The Finance Director or the investment adviser/manager may invest in non-
negotiable interest-bearing time certificates of deposit or savings accounts in state
or federal banks, state or federal savings and loan associations as permitted
and/or prescribed by Chapter 280,-ef-the Florida Statutes.

2. Portfolio Composition
A maximum of 50% of the portfolio may be invested in non-negotiable CDs.
3. Limits on Individual Issuers
a. All issuers must be approved as "Qualified Public Depositories" by the
State of Florida, as required by the Florida Security for Public Deposits Act
Chapter 280, Florida Statutes.
b. A maximum of 50% of the portfolio may be deposited with any one issuer.
4. Duration Limitations
A maximum of 50% of the portfolio may be invested with a maximum maturity of 5
years from date of purchase.
E. Government Sponsored Enterprises
1. Authority to Purchase
Securities include but are not limited to obligations of the:
. Federal National Mortgage Association (FNMA)
o Federal Farm Credit Banks (FFCB)
o Federal Home Loan Bank or its District Banks (FHLB)
. Federal Home Loan Mortgage Corporation (Freddie-Macs)
2. Portfolio Composition
The portfolio may be comprised of 100% Government Sponsored Enterprises
Federal Instruments.
3. Limits on Individual Issuers
A maximum of 40% of the portfolio may be invested in any one issuer.
4, Duration Limitations

The maximum duration for an investment in any Government Sponsored
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Enterprise is ten (10) years for fixed rate securities and twenty (20) year for variable
rate securities.

F. Commercial Paper
1. Authority to Purchase
The Finance Director or the investment adviser/manager may invest in commercial
notes provided that such notes are rated "Prime" (A-l, P-1, F-1) by Standard and
Poor's and/or Moody's and/or Fitch Investors Service rating services.

2. Portfolio Composition

A maximum of 50% of the portfolio may be directly invested in the combined
categories of "Prime" Commercial Paper and Corporate Obligations.

3. Limits on Individual Issuers
A maximum of 5% of the portfolio may be invested with any one issuer.
4. Maturity Limitations

The maximum length to maturity for an investment in "Prime" Commercial Paper
is 270 days.

G. Corporate Obligations
1. Authority to Purchase
The Finance Director or the investment advisor/manager may invest in U.S dollar
denominated debt obligations of domestic or foreign corporations, or foreign
sovereignties issued in the U.S. or in foreign markets provided that such
obligations/notes have the same ratings as found in the LISTING OF AUTHORIZED
INVESTMENTS, paragraph J.

2. Portfolio Composition

A maximum of 50% of the portfolio may be directly invested in the combined categories
of “Prime” Commercial Paper and Corporate Obligations.

3. Limits on Individual Issuers
A maximum of 5% of the portfolio may be invested with any one issuer.
4. Duration Limitations

The maximum duration for a Corporate Obligation is five (5) years for both fixed rate
and variable rate securities.

H. Master Repurchase Agreements
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1. Authority to Purchase

The Finance Director or the investment adviser/manager may invest in repurchase
agreements comprised of only those investment instruments as otherwise authorized
in sub-sectionsub-section e. below.

All firms with whom the City enters into repurchase agreements will have in place and
executed a Master Repurchase Agreement with the City. (Appendix A)

Such an agreement will address at a minimum the following issues:

a. Source of policies allowing repurchase agreements such as state law, local
ordinance, written policies, and/or unwritten management practices.

b. The securities underlying the repurchase agreements must be periodically valued
(market-to-market), as prescribed in the Investment Procedures which shall apply
to Repurchase Agreements.

c. Independent third parties acting, as custodians shall hold securities underlying
term repurchase agreements separate from its assets as well as from the Seller's
assets. "Term" is understood to be defined as a period greater than overnight.
Overnight repurchase agreements and their underlying securities will be treated
as discussed in Third Party Custodial Agreements.

d. Each party's rights in repurchase agreements and the significant conditions of
those rights. Significant conditions could include:

(1) Specifications for the delivery and custody of the underlying securities

(2) The rights of the purchaser to liquidate the underlying securities in the
event of default by the seller

(3) The required margin of market value of the securities over the cost of the
agreements

(4) Specifications for review (re-pricing) of market value of the underlying
securities, as necessary, depending on the term of the repurchase
agreement

(5) The purchaser's rights to additional securities or a return of cash if the
market value of the underlying securities falls below the required amount

(6) Rights and/or specifications regarding substitution of securities

(7) Remedial action should violation of agreement provisions occur.

e. Securities authorized for purchase are:

Negotiable direct obligations of the U.S. Government, Federal Agencies, and
Federal Instruments to include only the following securities:

. US Treasury Bills, Notes and Bonds
° Government National Mortgage Association Notes
. Federal National Mortgage Association Notes
. Federal Home Loan Bank Notes
2. Portfolio Composition
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A maximum of 30% of the portfolio may be directly invested in Repurchase
Agreements (with exception to agreements of five (5) days or less which are
directly related to the restructuring of the City's debt portfolio and backed up with
Treasury Bills or Treasury Notes.)

3. Limits on Individual Sellers
A maximum of 5% of the portfolio may be invested in repurchase agreements of
any one institution, with the exception of overnight repurchase agreements. A
maximum of 10% of the portfolio may be invested in overnight repurchase
agreements.

4. Limits on Transaction Maturities

The maximum length to maturity of any repurchase agreement is 270 days from
date of purchase.

5. Limits on Maturities of Underlying Securities
The maximum expected length to maturity for securities underlying these
agreements is ten (10) years for U.S. Treasury securities, seven (7) years for
Federal Agency securities and five (5) years for Government Sponsored
Enterprises securities.

I State and Local Government Taxable and/or Tax-Exempt Debt

1. Authority to Purchase
The Finance Director or the investment adviser/manager may invest in debt
obligations of non-profit taxing entities such as states, counties, cities or other
taxing authorities. These may be taxable or tax-exempt and may be General
Obligation (GO's) and/or Revenue Bonds and must be rated at least AA by
Standard & Poor's or Aa by Moody's.

2. Portfolio Composition

A maximum of 25% of the portfolio may be invested in taxable and/or tax exempt
debt.

Purchases of tax-exempt state and local government debt will be used to address
specific bond covenant or legal investment opportunities as applicable; as such
limits on portfolio composition cannot be reasonably determined.

3. Limits on Individual Issuers
A maximum of 5% of the portfolio may be invested with any one issuer.

4, Duration Limitations

The maximum duration for an investment in any state and local government debt
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security is five (5) years. The Weighted average duration shall not exceed five (5)
years.

J. Fixed Income Mutual/Money Market Funds

1.

Authority to Purchase

The Finance Director or the investment adviser/manager may invest in fixed
income mutual/money market funds, either taxable or tax-exempt. The mutual
fund must follow Title 17, Part 270, Section 2a-7 of the Code of Federal
Regulations (Appendix B).

Portfolio Composition

A maximum of 50% of the portfolio may be invested in fixed-income mutual/money
market funds.

Limits of Individual Issuers
A maximum of 50% of the portfolio may be invested with any one fund.
Maturity Limitations

The maximum weighted average expected maturity of all securities in the funds
shall be ten (10) years.

K. Real Estate

1.

Authority to Invest

The City Commission has the authority to acquire real estate so long as the
acquisition complies with applicable federal and state rules and regulations, and,
to the extent applicable, the City's Charter and Code of Ordinances. The City
Commission may authorize the investment or acquisition of real estate in the City’s
name, or through a REIT, Land Trust, or Title Trust authorized through this
investment policy.

Portfolio Composition

The City Finance Director or the investment advisor shall set a maximum
percentage of the portfolio that may be invested in Real Estate.

Maturity Limitation

Real estate shall only be held so long as necessary in order to provide the City an
opportunity to either effectuate a transfer of the real estate to a person, corporation,
or other entity that will develop the real estate for a public purpose, or develop the
real estate in accordance with master development plans as adopted by the City,
from time to time, or to permit the City the opportunity to develop the property for
a public purpose pursuant to master development plans as adopted by the City,
from time to time.
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L. Real Estate Investment Trust (“REIT”)
1. Authority to Invest

The Finance Director or the investment advisor has the authority to acquire any
real estate through a REIT. The REIT must be legally established in conformance
with applicable state and federal laws and regulations, and must be approved by
the City Commission.

2. Portfolio Composition

The City Finance Director or the investment advisor shall set a maximum
percentage of the portfolio that may be invested in an REIT.

3. Maturity Limitation

The City Commission may provide for the acquisition and retention of the real
estate through a REIT for only that amount of time that is necessary in order to
provide the City an opportunity to either effectuate a transfer of the real estate to
a person, corporation, or other entity that will develop the real estate for a public
purpose, or develop the real estate in accordance with master development plans
as adopted by the City, from time to time, or to permit the City the opportunity to
develop the property for a public purpose pursuant to master development plans
as adopted by the City, from time to time.

M. Land Trust
1. Authority to Invest

The Finance Director or the investment advisor has the authority to acquire any
real estate through a Land Trust. The Land Trust must be legally established in
conformance with applicable state and federal laws and regulations, and must be
approved by the City Commission.

2. Portfolio Composition

The City Finance Director or the investment advisor shall set a maximum
percentage of the portfolio that may be invested in a Land Trust.

3. Maturity Limitation

The City Commission may provide for the acquisition and retention of any real
estate through a Land Trust for only that amount of time that is necessary in order
to provide the City an opportunity to either effectuate a transfer of the real estate
to a person, corporation, or other entity that will develop the real estate for a public
purpose, or develop the real estate in accordance with master development plans
as adopted by the City, from time to time, or to permit the City the opportunity to
develop the property for a public purpose pursuant to master development plans
as adopted by the City, from time to time.
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N. Mortgage--Backed Securities
1. Authority to Invest
The Finance Director or the investment advisor/manager may invest in securities
collateralized by mortgages on residential property or commercial (industrial,
office, retail etc.) property (“‘commercial Mortgage-Backed Securities”). The
securities may be issued by a Federal Instrumentality or by a private corporation
and may be structured as collateralized mortgage obligations or unstructured pass-
through securities.
2. Portfolio Composition

A maximum of 30% of the portfolio may be invested in mortgage--backed
securities.

3. Limits on Individual Issuers
A maximum of 5% of the portfolio may be invested with any one issuer.
4. Duration Limitations
The maximum effective duration for an investment in any mortgage-backed
security issued by a Federal Instrumentality is 10 years. The maximum effective
duration for an investment in any mortgage-backed security issued by a private
corporation is 5 years.
O. Asset-backed Securities
1. Authority to Invest
The Finance Director or the investment advisor/manager may invest in securities
collateralized by pools of assets (credit cards, autos, home equity loans, etc.) The
securities may be structured or unstructured pass-through securities.
2. Portfolio Composition
A maximum of 25% of the portfolio may be invested in asset-backed securities.
3. Limits on Individual Issuers
A maximum of 5% of the portfolio may be invested with any one issuer.
4, Duration Limitations
The maximum effective duration for an investment in any asset-backed security is
5 years.
INTERFUND LOANS OR TRANSFERS
Nothing in the Investment Policy prohibits any interfund transfers or loans to the extent otherwise

permitted by law. Such interfund transfers or loans shall not be governed by this Investment
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Policy.
RISK AND DIVERSIFICATION

It is the policy of the City of Pembroke Pines to diversify its investment portfolio. Assets held shall
be diversified to control the risk of loss resulting from over concentration of assets in a specific
maturity/duration, a specific issuer, a specific instrument, a class of instruments, and a dealer or
bank through whom these investments are bought and sold. Diversification strategy's shall be
reviewed and revised periodically as deemed necessary by the appropriate management staff.

AUTHORIZED INVESTMENT INSTITUTIONS AND DEALERS

Certificates of Deposit shall be placed only with financial institutions, which qualify under Chapter
280 of the Florida Statutes. Other securities shall be purchased only 1) through the "primary
government securities dealer" as designated by the Federal Reserve Bank, 2) regional dealers
that qualify under Securities and Exchange Commission Rule 15C3-1 (Uniform Net Capital Rule)
3) through the Florida State Board of Administration (SBA), 4) through a money manager
appointed by the City. These institutions, dealers and issuers must meet capital adequacy
guidelines as determined by their respective regulatory agencies and certify that no material
adverse events have occurred since the issue of their most recent financial statements. They
must also agree to notify the City in the event of material adverse events affecting their capital
adequacy. All securities purchased shall be only those securities of authorized issuers of the
various security types.

Criteria for addition to or deletion from the lists will be based on the following: 1), State Law, City's
Code of Ordinances, or investment policy requirements where applicable; 2) financial condition;
3) consistent lack of competitiveness; 4) experience or familiarity of the account representative in
providing service to large institutional accounts; and/or 5) when deemed in the best interest of the
City.

Repurchase agreements shall be negotiated only with "primary securities dealers" (as designated
by the Federal Reserve Bank) or financial institutions. The City will have negotiated a Master
Repurchase Agreement with any institution with which it enters into a specific repurchase
agreement.

Before engaging in investment transactions with an institution, the Finance Director shall receive
a signed certification form attesting that the individual responsible for the City's account with that
firm has reviewed the City's investment policy and that they agree to undertake reasonable efforts
to preclude imprudent transactions involving City funds.

SELECTION OF INVESTMENT MANAGERS

1) Request for Proposal (RFP)

2) Rank the RFP's

3) Interview the respondents

4) The City Commission approves the selection and authorizes a contract be signed.

THIRD-PARTY CUSTODIAL AGREEMENTS
All securities purchased by the City under this section shall be properly designated as an asset

of the City of Pembroke Pines and held in safekeeping by a third party custodial bank or other
third party custodial institution. Securities transactions between a broker-dealer and the custodian
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involving purchase or sale of securities by transfer of money or securities must be made on a
"delivery versus payment" (D.V.P.) basis, if applicable, to ensure that the custodian will have the
security or money, as appropriate, in hand at the conclusion of the transaction. The only exception
to this will be for overnight repurchase agreements whose underlying securities are held by a third
party custodian.

No withdrawal of such securities, in whole or in part, shall be made from safekeeping except with
the written approval of two (2) authorized signers of the City. The Finance director or the
investment adviser/manager shall be authorized to execute the sale of securities pursuant to this
section and “Sales of Securities” section of this policy.

The City will execute third party custodial agreement(s) with its bank(s) and depository
institution(s). Such agreements may include letters of authority from the City, details as to
responsibilities of each party, method of notification of security purchases, sales, delivery,
procedures related to repurchase agreements and wire transfers, safekeeping and transactions
costs, procedures in case of wire failure or other unforeseen mishaps and describing the liability
of each party.

MASTER REPURCHASE AGREEMENT

All approved institutions and dealers transacting repurchase agreements shall execute the Master
Repurchase Agreement (Attachment A). All repurchase agreement transactions shall adhere to
the requirements of the Master Repurchase Agreement.

BID REQUIREMENT

When purchasing or selling securities, the Finance Director or the investment adviser/manager
shall select the security which provides the highest rate of return within the parameters of this
policy (see Investment Objectives) and given the current objectives and needs of the City's
portfolio. These selections shall be made utilizing one of the following methods:

1. Competitive bids, wherein the City or its agent, solicits quotes from a minimum of three
firms, shall be used when feasible and appropriate.

2. Comparison to the current market price as indicated by one of the market pricing resources
available to the City (such as the City's financial advisors, the Wall Street Journal, or a
comparable nationally recognized financial publication providing daily market pricing.)

In most situations, the City shall utilize the competitive bid process to select the securities to be
purchased. Selection by comparison to current market prices, as indicated above, shall be utilized
when, in the judgment of the investment staff, competitive bidding would inhibit the selection
process. Examples of when this might occur are:

A. When time constraints due to unusual circumstances preclude use of the
competitive bidding process.

B. When a security is unique to a single dealer, for example, a private placement.

C. When the transaction involves new issues or issues in the "when issued" market.

When using the competitive bid process, all bids shall become part of the record of the specific
security involved. When selection is made based on comparison to current market price, the
following information shall become part of the record of the security involved:
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A. Reason for use of this method.

B. Source of the current market value used.
C. Price and/or interest rate quoted by said source.
INTERNAL CONTROLS

The Finance Director shall establish and monitor a set of written internal controls and operational
procedures designed to protect the City's assets and ensure proper accounting and reporting of
the transactions related thereto. The aforementioned internal controls and operating procedures
shall be reviewed by independent auditors as part of the annual audit.

1. Establishment of Internal Controls
The internal controls shall address the following points:

a. Separation of functions-
By separating key functions and having different people perform each function,
each person can perform a "check and balance" review of the other people in the
same area.

b. Separation of transaction authority from accounting and record keeping-
By separating the person who authorizes or performs the transaction, from the
people who record or otherwise account for the transaction, a good separation of
duties is achieved.

C. Custodial safekeeping-
Securities purchased from any bank or dealer, including appropriate collateral,
should be placed into a third party bank for custodial safekeeping.

d. Avoidance of bearer-form securities-
Bearer-form of securities are much easier to convert to personal use, than are
securities registered in the name of the custodian in trust for the City of Pembroke
Pines.

e. Avoidance of physical delivery securities-
Book entry securities are much easier to transfer and account for, since actual
delivery is never taken. Physical delivery securities must be properly safeguarded,
as are any valuable documents. The potential for fraud and loss increases with
physical delivery securities.

f. Clear delegation of authority to subordinate staff members-
Subordinate staff members must have a clear understanding of their authority and
responsibilities to avoid any improper actions. Clear delegation of authority also
preserves the internal control structure that is built around the various staff
positions and their respective responsibilities.

g. Specific limitations regarding security losses and remedial action-
Security losses may be necessary to implement this Investment Policy. These
losses should be restricted to specified purposes and proper documentation, and
the required approval should be clearly defined for each staff person.
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h. Written confirmation of telephone transactions for investments and wire transfers-
Reduce the potential for error and improprieties by written confirmation and
approval by the appropriate person.

i. Documentation of transactions and strategies-
All transactions and the strategies that may have been used to develop the
transactions should be documented in writing and approved by the appropriate
person.

j- Supervising control of employee actions.
CONTINUING EDUCATION

It is the policy of the City to provide periodic training in investments for the investment officials
responsible for making investment decisions and the Finance Director or his designee through
courses and seminars offered by the Government Finance Officers Association and other
organizations. These officials must annually complete 8 hours of continuing education in subjects
or courses of study related to investment practices and products.

REPORTING

The Finance Director shall generate quarterly reports for management purposes, and an annual
report to the City Commission. The reports shall include securities in the portfolio by class or type,
book value, income earned, and market value as of the report date. Such reports shall be available
to the public.

If special circumstances (i.e., large losses or liquidity problems) occur, a timely report should be
brought to the attention of the City Commission.

DISPOSITION OF SECURITIES
1. Every security purchased must be properly earmarked and:

a. Ifregistered with the issuer of its agents, must be immediately placed for safekeeping
in a location that protects the City’s interest in the security.

b. Ifin book entry form, must be held for the credit of the City by a depository chartered
by the Federal Government, the State of Florida, or any other state or territory of the
United States which has a branch or principal place of business in the State of Florida
as defined in s. 658.12, or by a national association organized and existing under the
laws of the United States which is authorized to accept and execute trusts and which
is doing business in the State of Florida, and must be kept by the depository in an
account separate and apart from the assets of the financial institution; or

c. If physically issued to the holders but not registered with the issuer or its agents, must
be immediately placed for safekeeping in a secured vault.

2. The Finance Director or investment adviser/manager is authorized to accept on the behalf

of and in the name of the City of Pembroke Pines, bank trust receipts, bank safe keeping
receipts or confirmations in return for investment of temporarily idle funds as evidence of
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actual delivery of the obligations or securities. Any such trust receipt or confirmation shall
fully describe the various obligations or securities held, together with the specific
identification number of each obligation or security held, and that they are held for the
City of Pembroke Pines. The actual obligations or securities, whether in book entry or
physical form, on which trust receipts or confirmations are issued may be held by a third
party custodial bank and/or institution or a designated corresponding bank or custodian
institution which has a correspondent relationship to the City's third party custodian or its
designated correspondent institution, who is acting on behalf of and under the same
obligations as the City's third party custodian. The above shall apply to all investments
with the exception of securities underlying overnight repurchase agreements; the
custodial relationship for these instruments is described in Third-Party Custodial
Agreements.

POLICIES TO ENHANCE RETURN ON INVESTMENT

The following specific policies are set forth below to provide additional guidance in implementing
Return on Investment objectives.

1. Portfolio Management

The investment portfolio shall be actively managed on a total return basis consistent with
the directives and objectives established by this Investment Policy.

2. Portfolio Duration Management

When structuring the duration composition of the investment portfolio, it is the policy of the
City to evaluate current economic conditions, relative interest rate levels and the general
direction of interest rates. During periods where economic conditions demonstrate
considerable potential for interest rate increases in the near future, the City will consider
appropriate actions to shorten durations. Similarly, during periods where economic
conditions demonstrate considerable potential for interest rate decreases in the near
future, the City will consider appropriate actions to lengthen durations.

3. Bond Swaps

It shall be the policy of the City to pursue bond swaps as they may present themselves

over the term of any investment. All swaps should adequately compensate the City for

administrative costs, reinvestment risk, and quality considerations. The following

categories of bond swaps are considered appropriate for the City:

a. Swaps to Increase Yield:
Market aberrations are often caused by supply and demand conditions for
particular securities. For example, if a short supply exists for a particular security
or duration range, then it may be advantageous to swap out of a security in short
supply and into another similar security.

b. Swaps between Different Issuers:
Interest rate differentials commonly exist between U.S. Treasury and agency
securities. Periodically, these relationships may become distorted and thereby
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present advantageous swap opportunities. At times it may be difficult to isolate
the swap opportunities that are attributable to this factor or (a) above.

C. Swaps to Reduce Duration:

Market aberrations occasionally create a situation where longer duration securities
are yielding the same or less than securities with a shorter duration. Portfolio
quality can be improved by switching from the longer duration security to the
shorter duration with little or no interest rate penalty.

INVESTMENT COMMITTEE

The City Manager will establish an Investment Committee for the purpose of formulating
alternative investment strategies and short-range direction within the guidelines herein set forth
and for monitoring the performance and structure of the City’s investment portfolio. Members of
the committee shall include the Finance Director and other members as designated by the City
Manager.

A designee of the Finance Director will provide the committee members with current market
information, an updated portfolio listing and analysis. The Committee, or quorum of the
committee, shall meet quarterly, or as often as deemed necessary, under the given conditions, to
review, discuss, and affirm or alter the current investment strategy and perform various other
functions as herein provided.

The Investment Committee activities shall include but not be limited to review and setting
investment strategies; review and establish written investment policies and procedures, review
and establish target benchmarks and monitor the risk and performance of each portfolio. Review
and approve documentation regarding issuers, institutions, Broker/dealers, and money
managers, and any other function consistent with this policy.

AUDITS
Certified Public Accountants conducting audits of the City pursuant to s:§11.45, Florida Statutes,

shall report, as part of the audit, whether or not the City has complied with Chapter§218.415, of
the-Florida Statutes.

EXISTING INVESTMENTS

Any investments currently held that do not meet the guidelines of the policy shall be exempted
from the requirements of this policy. At maturity or liquidation, such monies so invested shall be
reinvested only as provided for in this policy.

The Finance Director or Investment Manager may take a sufficient period of time to adjust the
existing portfolio to the provisions of the policy so as not to require the premature liquidation of
any investment.

EFFECTIVE DATE

This policy shall become effective immediately upon its adoption by the City Commission.
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APPENDIX A

MASTER REPURCHASE AGREEMENT
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City of Pembroke Pines
410400-Pines Boulevard601 City Center Way
Pembroke Pines, Florida 3302633025

MASTER REPURCHASE AGREEMENT

Dated as of

Between:

And:

1. Applicability

From time to time the parties hereto may enter into transactions in which one party
("Seller") agrees to transfer to the other ("Buyer") securities or financial instruments ("Securities")
against the transfer of funds by Buyer, with a simultaneous agreement by Buyer to transfer to
Seller such Securities at a date certain or on demand, against the transfer of funds by Seller.
Each such transaction shall be referred to herein as a "Transaction" and shall be governed by this
Agreement, including any supplemental terms or conditions, unless otherwise agreed in writing.

2. Definitions

(a)

"Act of Insolvency", with respect to any party (i) the commencement by such party
as debtor of any case or proceeding under any bankruptcy, insolvency,
reorganization, liquidation, dissolution or similar law or such party seeking the
appointment of a receiver, trustee, custodian or similar official for such party or
any substantial part of its property, or (ii) the commencement of any such case or
proceeding against such party, or another seeking such an appointment, or the
filing against a party of an application for a protective decree under the provisions
of the Securities Investor Protection Act of 1970, which (A) is consented to or not
timely contested by such party, (6) results in the entry of an order for relief, such
an appointment, the issuance of such a protective decree or the entry of an order
having a similar effect, or (C) is not dismissed within 15 days, (iii) the making by
a party of a general assignment for the benefit of creditors, or (iv) the admission
in writing by a party of such party's inability to pay such party's debts as they
become due;

"Additional Purchased Securities", Securities provided by Seller to Buyer pursuant
to Paragraph 4(a) hereof;

Unless otherwise agreed upon by the parties to the transaction, for the purposes
of calculating the margin amount, the following ratios shall be applied daily to the
market value of Purchased Securities, depending on their maturity.
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(m)

Maturity of U.S. Treasury U.S. Agency Federal

Security Securities Securities Instruments
5 years or less 102% 102% 103%
Over 5 years 103% 104% 105%

"Confirmation", the meaning specified in Paragraph 3(b) hereof;

"Income”, with respect to any Security at any time, any principal thereof then
payable and all interest, dividends or other distributions thereon;

"Margin Deficit", the meaning specified in Paragraph 4(a) hereof;
"Margin Excess", the meaning specified in Paragraph 4(b) hereof;

"Market Value", with respect to any Securities as of any date, the price for such
Securities on such date obtained from a generally recognized source agreed to by
the parties or the most recent closing bid quotation from such a source, plus
accrued Income to the extent not included therein (other than any income credited
or transferred to, or applied to the obligations of, Seller pursuant to Paragraph 5
hereof) as of such date (unless contrary to market practice for such Securities);

"Price Differential", with respect to any Transaction hereunder as of any date, the
aggregate amount obtained by daily application of the Pricing Rate for such
Transaction to the Purchase Price for such Transaction on a 360 day per year
basis for the actual number of days during the period commencing on (and
including) the Purchase Date for such Transaction and ending on (but excluding)
the date of determination (reduced by any amount of such Price Differential
previously paid by Seller to Buyer with respect to such Transaction);

"Pricing Rate", the per annum percentage rate for determination of the Price
Differential;

"Prime Rate", the prime rate of U.S. money center commercial banks as published
in The Wall Street Journal.

"Purchase Date", the date on which Purchased Securities are transferred by Seller
to Buyer;

"Purchase Price", (i) on the Purchase Date, the price at which Purchased
Securities are transferred by Seller to Buyer, and (ii) thereafter, such price
increased by the amount of any cash transferred by Buyer to Seller pursuant to
Paragraph 4(b) hereof and decreased by the amount of any cash transferred by
Seller to Buyer pursuant to Paragraph 4(a) hereof or applied to reduce Seller's
obligations under clause (ii) of Paragraph 5 hereof;

"Purchased Securities", the Securities transferred by Seller to Buyer in a
Transaction hereunder, and any Securities substituted therefor in accordance with
Paragraph 9 hereof. The term "Purchased Securities" with respect to any
Transaction at any time also shall include Additional Purchased Securities
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delivered pursuant to Paragraph 4(a) and shall exclude Securities returned
pursuant to Paragraph 4(b);

(o) "Repurchase Date", the date on which Seller is to repurchase the Purchased
Securities from Buyer, including any date determined by application of the
provisions of Paragraphs 3(c) or 11 hereof;

(p) "Repurchase Price", the price at which Purchased Securities are to be transferred
from Buyer to Seller upon termination of a Transaction, which will be determined
in each case (including Transactions terminable upon demand) as the sum of the
Purchase Price and the Price Differential as of the date of such determination,
increased by any amount determined by the application of the provisions of
Paragraph 11 hereof;

3. Initiation; Confirmation; Termination

(a) An agreement to enter into a Transaction may be made orally or in writing at the
initiation of either Buyer or Seller. On the Purchase Date for the Transaction, the
Purchased Securities shall be transferred to Buyer or its agent against the transfer
of the Purchase Price to an account of Seller.

(b) Upon agreeing to enter into a Transaction hereunder, Buyer or Seller (or both), as
shall be agreed, shall promptly deliver to the other party a written confirmation of
each Transaction (a "Confirmation"). The Confirmation shall describe the
Purchased Securities (including CUSIP number, if any), identify Buyer and Seller

and set forth (i) the Purchase Date, (ii) the Purchase Price, (iii) the Repurchase
Date, unless the Transaction is to be terminable on demand, (iv) the Pricing Rate
or Repurchase Price applicable to the Transaction, and (v) any additional terms or
conditions of the Transaction not inconsistent with this Agreement. The
Confirmation, together with this Agreement, shall constitute conclusive evidence
of the terms agreed between Buyer and Seller with respect to the Transaction to
which the Confirmation relates, unless with respect to the Confirmation specific
objection is made promptly after receipt thereof. In the event of any conflict
between the terms of such Confirmation and this Agreement, this Agreement shall
prevail.

(c) In the case of Transactions terminable upon demand, such demand shall be made
by Buyer or Seller, no later than such time as is customary in accordance with
market practice, by telephone or otherwise on or prior to the business day on which
such termination will be effective. On the date specified in such demand, or on the
date fixed for termination in the case of Transactions having a fixed term,
termination of the Transaction will be effected by transfer to Seller or its agent of
the Purchased Securities and any Income in respect thereof received by Buyer
(and not previously credited or transferred to, or applied to the obligations of, Seller
pursuant to Paragraph 5 hereof against the transfer of the Repurchase Price to an
account of Buyer.

(d) Seller shall maintain compliance with applicable federal regulatory standards and
guidelines regarding capital adequacy and net capitalization.
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Any transaction undertaken pursuant to this agreement shall proceed only if Seller
furnished or has furnished to Buyer its most recent available audited statement of
financial condition and its most recent subsequent unaudited statements of
financial condition.

4. Margin Maintenance

(@)

(c)

If at any time the aggregate Market Value of all Purchased Securities subject to all
Transactions in which a particular party hereto is acting as Buyer is less than the
aggregate Buyer's Margin Amount for all such Transactions (a "Margin Deficit"),
then Buyer may by notice to Seller require Seller in such Transactions, at Seller's
option, to transfer to Buyer cash or additional Securities reasonably acceptable to
Buyer ("Additional Purchased Securities"), so that the cash and aggregate Market
Value of the Purchased Securities, including any such Additional Purchased
Securities, will thereupon equal or exceed such aggregate Margin Amount.

If at any time the aggregate Market Value of all Purchased Securities subject to all
Transactions in which a particular party hereto is acting as Seller exceeds the
aggregate Seller's Margin Amount for all such Transactions at such time (a "Margin
Excess"), then Seller may by notice to Buyer require Buyer in such Transactions,
at buyer's option, to transfer cash or Purchased Securities to Seller, so that the
aggregate Market Value of the Purchased Securities, after deduction of any such
cash or any Purchased Securities so transferred, will thereupon not exceed such
aggregate Margin Amount.

Any cash transferred pursuant to this Paragraph shall be attributed to such
Transactions as shall be agreed upon by Buyer and Seller.

Seller and Buyer may agree with respect to any or all Transactions hereunder, that
the respective rights of Buyer or Seller (or both) under subparagraphs (a) and (b)
of this Paragraph may be exercised only where a Margin Deficit or Margin Excess
exceeds a specified dollar amount or a specified percentage of the Repurchase
Prices for such Transactions (which amount or percentage shall be agreed to by
Buyer and Seller prior to entering into any such Transactions).

Seller and Buyer may agree, with respect to any or all Transactions hereunder,
that the respective rights of Buyer and Seller under subparagraphs (a) and (b) of
this Paragraph to require the elimination of a Margin Deficit or a Margin Excess,
as the case may be, may be exercised whenever such a Margin Deficit or Margin
Excess exists with respect to any single Transaction hereunder (calculated without
regard to any other Transaction outstanding under this Agreement).

5. Income Payments

Where a particular Transaction's term extends over an Income payment date on the
Securities subject to that Transaction, Buyer shall, as the parties may agree with respect to such
Transaction (or, in the absence of any agreement, as Buyer shall reasonably determine in its
discretion), on the date such Income is payable either (i) transfer to or credit to the account of
Seller an amount equal to such Income payment or payments with respect to any Purchased
Securities subject to such Transaction or (ii) apply the Income payment or payments to reduce
the amount to be transferred to Buyer by Seller upon termination of the Transaction. Buyer shall
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not be obligated to take any action pursuant to the preceding sentence to the extent that such
action would result in the creation of a Margin Deficit, unless prior thereto or simultaneously
therewith Seller transfers to Buyer cash or Additional Purchased Securities sufficient to eliminate
such Margin Deficit.

6. Security Interest

Although the parties intend that all Transactions hereunder be sales and purchases and
not loans, in the event any such Transactions are deemed to be loans, Seller shall be deemed to
have
pledged to Buyer as security for the performance by Seller of its obligations under each such
Transaction, and shall be deemed to have granted to Buyer a security interest in, all of the
Purchased Securities with respect to all Transactions hereunder and all proceeds thereof.

7. Payment and Transfer

Unless otherwise mutually agreed, all transactions shall be accomplished through
"delivery versus payment", and all transfers of funds hereunder shall be in immediately available
funds. All Securities transferred by one party hereto to the other party (i) shall be in suitable form
for transfer or shall be accompanied by duly executed instruments of transfer or assignment in
blank and such other documentation as the party receiving possession may reasonably request,
(ii) shall be transferred on the book-entry system of a Federal Reserve Bank, or (iii) shall be
transferred by any other method mutually acceptable to Seller and Buyer. As used herein with
respect to Securities, "transfer" is intended to have the same meaning as when used in Section
8-313 of the New York Uniform Commercial Code or, where applicable, in any federal regulation
governing transfers of the Securities.

8. Permissible Purchased Securities

Only the following securities, which are authorized in the City of Pembroke Pines
Investment Policy, may be purchased through this agreement. These securities include:

1) U.S. Treasury bills, notes, and bonds.

2) FNMA, GNMA and Federal Home Loan Mortgage Association

(Zero-coupon instruments are not acceptable due to excessive volatility)

Unless the parties shall agree to the use of a third-party custodian responsible for margin
maintenance, all Purchased Securities should be marketable instruments for which price
information is regularly available in The Wall Street Journal, or in other media suitable to the
Buyer.

9. Substitution

If Buyer consents to substitution of Purchased Securities, such substituted securities shall

consist exclusively of U.S. Treasury bills, and the Seller shall absorb all costs associated with

accomplishing such substitutions. Buyer must be provided "same day" written notice of
substitution.
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10. Representations

Each of Buyer and Seller represents and warrants to the other that (i) it is duly authorized
to execute and deliver this Agreement, to enter into the Transactions contemplated hereunder
and to perform its obligations hereunder and has taken all necessary action to authorize such
execution, delivery and performance, (ii) it will engage in such Transactions as principal (or, if
agreed in writing in advance of any Transaction by the other party hereto, as agent for a disclosed
principal), (iii) the person signing this Agreement on its behalf is duly authorized to do so on its
behalf (or on behalf of any such disclosed principal), (iv) it has obtained all authorizations of any
governmental body required in connection with this Agreement and the Transactions hereunder
and such authorizations are in full force and effect and (v) the execution, delivery and performance
of this Agreement and the Transactions hereunder will not violate any law, ordinance, charter, by-
law or rule applicable to it or any agreement by which it is bound or by which any of its assets are
affected

11. Events of Default

In the event that (i) Seller fails to repurchase or Buyer fails to transfer Purchased Securities
upon the applicable Repurchase Date, (ii) Seller or Buyer fails, after one business day's notice,
to comply with Paragraph 4 hereof. (iii) Buyer fails to comply with Paragraph 5 hereof, (iv) an Act
of Insolvency occurs with respect to Seller, or Buyer, (v) any representation made by Seller or
Buyer shall have been incorrect or untrue in any material respect when made or repeated or
deemed to have been made or repeated, or (vi) Seller or Buyer shall admit to the other its inability
to, or its intention not to, perform any of its obligations hereunder (each an "Event of Default"):

(a) At the option of the non-defaulting party, exercised by written notice to the
defaulting party (which option shall be deemed to have been exercised, even if no
notice is given, immediately upon the occurrence of an Act of Insolvency), the
Repurchase Date for each Transaction hereunder shall be deemed immediately to
occur.

(b) In all Transactions in which the defaulting party is acting as Seller, if the non-
defaulting party exercises or is deemed to have exercised the option referred to in
subparagraph (a) of this Paragraph, (i) the defaulting party's obligations hereunder
to repurchase all Purchased Securities in such Transactions shall thereupon
become immediately due and payable, (ii) to the extent permitted by applicable
law, the Repurchase Price with respect to each such Transaction shall be
increased by the aggregate amount obtained by daily application of (x) the greater
of the Pricing

Rate for such Transaction or the Prime Rate to (y) the Repurchase Price for such
Transaction as of the Repurchase Date as determined pursuant to subparagraph
(a) of this Paragraph (decreased as of any day by (A) any amounts retained by the
non-defaulting party with respect to such Repurchase Price pursuant to clause (iii)
of this subparagraph, (B) any proceeds from the sale of Purchased Securities
pursuant to subparagraph (d)(i) of this Paragraph, and (C) any amounts credited
to the account of the defaulting party pursuant to subparagraph (e) of this
Paragraph) on a 360 day per year basis for the actual number of days during the
period from and including the date of the Event of Default giving rise to such option
to but excluding the date of payment of the Repurchase Price as so increased, (iii)
all Income paid after such exercise or deemed exercise shall be retained by the
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non-defaulting party and applied to the aggregate unpaid Repurchase Prices owed
by the defaulting party, and (iv) the defaulting party shall immediately deliver to the
non-defaulting Party any purchased Securities subject to such Transactions then
in the defaulting party's possession.

(c) In all Transactions in which the defaulting party is acting as Buyer, upon tender by
the non-defaulting party of payment of the aggregate Repurchase Prices for all
such Transactions, the defaulting party's right, title and interest in all Purchased
Securities subject to such Transactions shall be deemed transferred to the non-
defaulting party, and the defaulting party shall deliver all such Purchased
Securities to the non-defaulting party.

(d) After one business day's notice to the defaulting party (which notice need not be
given if an Act of Insolvency shall have occurred, and which may be the notice
given under subparagraph (a) of this Paragraph or the notice referred to in clause
(ii) of the first sentence of this Paragraph), the non-defaulting party may:

(i) as to Transactions in which the defaulting party is acting as Seller, (A)
immediately sell, in a recognized market at such price or prices as the non-
defaulting party may reasonably deem satisfactory, any or all Purchased
securities subject to such Transactions and apply the proceeds thereof to
the aggregate unpaid Repurchase Prices and any other amounts owing by
the defaulting party hereunder or (B) in its sole discretion elect, in lieu of
selling all or a portion of such Purchased Securities, to give the defaulting
party credit for such Purchased Securities in an amount equal to the price
therefor on such date, obtained from a generally recognized source or the
most recent closing bid quotation from such a source, against the
aggregate unpaid Repurchase Prices and any other amounts owing by the
defaulting party hereunder; and

(i) as to Transactions in which the defaulting party is acting as Buyer, (A)
purchase securities ("Replacement Securities") of the same class and
amount as any Purchased Securities that are not delivered by the
defaulting -party to the non-defaulting party as required hereunder or (B) in
its sole discretion elect, in lieu of purchasing Replacement Securities, to be
deemed to have purchased Replacement Securities at the price therefor
on such date, obtained from a generally recognized source or the most
recent closing bid quotation from such a source.

(e) As to Transactions in which the defaulting party is acting as Buyer, the defaulting
party shall be liable to the non-defaulting party (i) with respect to Purchased
Securities (other than Additional Purchased Securities), for any excess of the price
paid (or deemed paid) by the non-defaulting party for Replacement Securities
therefor over the Repurchase Price for such Purchased Securities and (ii) with
respect to Additional Purchased Securities, for the price paid (or deemed paid) by
the non-defaulting party for the Replacement Securities, therefore. In addition, the
defaulting party shall be liable to the non-defaulting party for interest on such
remaining liability with respect to each such purchase (or deemed purchase) of
Replacement Securities from the date of such purchase (or deemed purchase)
until paid in full by Buyer. Such interest shall be at a rate equal to the greater of
the Pricing Rate for such Transaction or the Prime Rate.
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) For purposes of this Paragraph 11, the Repurchase Price for each Transaction
hereunder in respect of which the defaulting party is acting as Buyer shall not
increase above the amount of such Repurchase Price for such Transaction
determined as of the date of the exercise or deemed exercise by the non-defaulting
party of its option under subparagraph (a) of this Paragraph.

(9) The defaulting party shall be liable to the non-defaulting party for the amount of all
reasonable legal or other expenses incurred by the non-defaulting party in
connection with or as a consequence of an Event of Default, together with interest
thereon at a rate equal to the greater of the Pricing Rate for the relevant
Transaction or the Prime Rate.

(h) The non-defaulting party shall have, in addition to its rights hereunder; any rights
otherwise available to it under any other agreement or applicable law.

12. Single Agreement

Buyer and Seller acknowledge that, and have entered hereunto and will enter into each
Transaction hereunder in consideration of and in reliance upon the fact that; all Transactions
hereunder constitute a single business and contractual relationship and have been made in
consideration of each other. Accordingly, each Buyer and Seller agrees (i) to perform all of its
obligations in respect of each Transaction hereunder, and that default in the performance of any
such obligations shall constitute default by it in respect of all transactions hereunder. (ii) that each
of them shall be entitled to set off claims and apply property held by them in respect of any
Transaction against obligations owing to them in respect of any other Transactions hereunder
and (iii) that payments, deliveries and other transfers made by either of them in respect of any
Transaction shall be deemed to have been made in consideration of payments, deliveries and
other transfers in respect of any other Transactions hereunder. The obligations to make any such
payments, deliveries and other transfers may be applied against each other and netted.

13. Notices and Other Communications

Unless another address is specified in writing by the respective party to whom any notice
or other communication is to be given hereunder, all such notices or communications shall be in
writing or confirmed in writing and delivered at the respective addresses set forth in Annex 11
attached hereto.

14. Entire Agreement; Severability

This Agreement shall supersede any existing agreements between the parties containing
general terms and conditions for repurchase transactions. Each provision and agreement herein
shall be treated as separate and independent from any other provision or agreement herein and
shall be enforceable notwithstanding the unenforceability of any such other provision or
agreement.

15. Non-assignability; Termination
The rights and obligations of the parties under this Agreement and under any Transaction
shall not be assigned by either party without the prior written consent of the other party. Subject

to the foregoing, this Agreement and any Transactions shall be binding upon and shall inure to
the benefit of the parties and their respective successors and assigns. This Agreement may be
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canceled by either party upon giving written notice to the other except that this Agreement shall,
notwithstanding such notice remain applicable to any Transactions then outstanding.

16. Governing Law

The laws of the State of Florida shall govern all transactions pursuant to this agreement.
The parties acknowledge that all Purchased Securities shall be lawful for the purpose of
governmental investment by the buyer.

Because buyer is a governmental entity and is prohibited by applicable law from making
loans, the parties hereby (i) agree that all transactions conducted pursuant to this agreement must
be interpreted as purchases and sales of securities and (ii) expressly reconfirm the provisions of
Paragraph 6 of the Agreement.

17. No Waivers, Etc.

No express or implied waiver of any Event of Default by either party shall constitute a
waiver of any other Event of Default and no exercise of any remedy hereunder by any party shall
constitute a waiver of its right to exercise any other remedy hereunder. No modification or waiver
of any provision of this Agreement and no consent by any party to a departure herefrom

shall be effective unless and until such shall be in writing and duly executed by both of the parties
hereto. Without limitation on any of the foregoing, the failure to give a notice pursuant to
subparagraphs 4(a) or 4(b) hereof will not constitute a waiver of any right to do so at a later date.

18. Use of Employee Plan Assets

If assets of an employee benefit plan subject to any provision of the Employee Retirement
Income Security Act of 1974 ("ERISA") are intended to be used by either party hereto (the "Plan
Party") in a Transaction, the Plan Party shall so notify the other party prior to the Transaction. The
Plan Party shall represent in writing to the other party that the Transaction does not constitute a
prohibited transaction under ERISA or is otherwise exempt therefrom, and the other party may
proceed in reliance thereon but shall not be required so to proceed.

19. Intent

(@)  The parties recognize that each Transaction is a "repurchase agreement" as that
term is defined in Section 1 0 1 of Title 11 of the United States Code, as amended
(except insofar as the type of Securities subject to such Transaction or the term of
such Transaction would render such definition inapplicable), and a "securities
contract" as that term is defined in Section 741 of Title 11 of the United States
Code, as amended.

(b) It is understood that either party's right to liquidate Securities delivered to it in
connection with transactions or to exercise any other remedies pursuant to
Paragraph 11 hereof, is a contractual right to liquidate such Transaction as
described in Sections 555 and 559 of Title 11 of the United States Code, as
amended.
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20.

21.

Seller

Disclosure Relating to Certain Federal Protections

The parties acknowledge that they have been advised that:

(a)

(c)

in the case of Transactions in which one of the parties is a broker or dealer
registered with the Securities and Exchange Commission ("SEC") under Section
15 of the Securities Exchange Act of 1934 ("l 934 Act"), the Securities Investor
Protection Corporation has taken the position that the provisions of the Securities
Investor Protection Act of 1970 ("SIPA') do not protect the other party with respect
to any Transaction hereunder;

in the case of Transactions in which one of the parties is a government securities
broker or a government securities dealer registered with the SEC under Section
15C of the 1934 Act, SIPA will not provide protection to the other party with respect
to any Transaction hereunder; and

in the case of Transactions in which one of the parties is a financial institution,
funds held by the financial institution pursuant to a Transaction hereunder are not
a deposit and therefore are not insured by the Federal Deposit Insurance
Corporation, the Federal Savings and Loan Insurance Corporation or the National
Credit Union Share Insurance Fund, as applicable.

Authorized Personnel

Only those persons identified below may execute transactions pursuant to this agreement.
These signatories are those who are legally authorized to sign by resolution of the appropriate
governing body or by corporate ordinance.

Buyer
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17 CFR 270.2A-7

MONEY MARKET FUNDS
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§270.2a-4

$270.2a-4 Definition of “current net

asset value™ for use in computing

seriudically the current price of re-
eemahble security.

{a) The current net asset value of any
redeemable security issned by a reg-
istered investment company used in
computing periodically  the current
price for the purpose of diztribution,
redemption, and repurchase means an
amount which reflects calculations,
whether or not recorded in the books of
account, made snbatantially in accord-
ance with the following, with estimates
naed where necessary or appropriate.

(1) Portfolio securities with respect
Lo which market gquotations are readily
available shall be wvalued at current
market value, and other securities and
asseta shall be valuned at fair value as
determined in good faith by the board
of directors of the registered company.

(2} Changes in holdings of portfolio
securities shall be reflected no later
than in the first calculation on the
firat business day following the trade
date.

(3} Changez in the number of out-
gtanding sharez of the regiztered com-
pany resulting from distributions, re-
demptions, and repurchases shall be re-
flected no later than in the firat cal-
culation on the firat business day fol-
lowing sauch change,

(4) Expenses, incluoding any invest-
ment advisory fees, shall be included to
date of calculation. Appropriate provi-
gion shall be made for Federal income
taxes if reguired. Investment compa-
niea which retain realized capital gains
designated as a distribuntion to share-
holders shall comply with paragraph
(hy of §210.6-03 of Regulation 5-X.

(5) Dividends receivable shall be in-
cluded to date of caleculation either at
ex-dividend dates or record dates, as
appropriate.

(6) Interest income and other income
shall be included to date of calculation.

() The items which would otherwize
be required to be reflected by para-
graphs (a) (4) and (6 of this section
need not be zo reflected if cumula-
tively, when netted, they do not
amount to az muach az one cent per oat-
standing share.

(¢) MNotwithstanding the reguire-
ments of paragraph (a) of this section,
any interim determination of current

17 CFR Ch. Il (4-1-01 Edition)

net azsset value between calculations
made as of the cloge of the New York
Stock Exchange on the preceding busi-
ness day and the current business day
may bhe estimated so azs to reflect any
change in current net asset value since
the closing calcuolation on the pre-
ceding business day.

(Becz. 7, 1%a), 48 Stat. T8, B85, 808, 16 U.S.C.
Tlg, Ti=iad, =ecs. 12, 13, 150d), 23a), 48 Stat.
BOZ, 894, 895, 901; secs. 3, 8, 49 Stat. 1377, 1379,
secs. 3, 4, T Stat. b6, 570, =ecs. 1, 2, 82 Stat.
454, 15 T.5.C. T8l Tdm. TBo(d), TBwial, secs. d.
22, 30, 3lick, 3Ba), 54 Stat. 803, 523, 536, BIE,
841, 16 T7.2.C. B0a-8, B0a-22, 80a-20, Bla-30(c))

[29 FR 19101, Dec. 30, 1964, as amended at 35
FR 314, Jan. 8, 1970; 47 FR 56844, Dec. 21, 1982]

§270.2a-6 Certain transactions not
deemed assignments.

A transaction which does not reanlt
in a change of actual control or man-
agement of the investment adviser to,
or principal underwriter af, an invest-
ment company is not an assignment for
parposes of section 15(aw4) or section
15(b}2) of the act, respectively.

(2ecs. Bo) and 38a) (15 TI.5.C. Bla6ic) and
Bla-3Tiz))

[45 FR 1861, Jan. &, 1880]

£270.2a-7 Money market funds.

{a) Definitions.

(1) Acguizsition {(or Acguire) means any
purchase or sohsequent rollover (buat
does not include the failure to exercise
a Demand Featuare).

(20 Amortized Cost Method of valuation
means the method of calculating an in-
vestment company’s net asset valoe
wherehy portfolio securities are valued
at the fund's Acquizition cost as ad-
justed for amortization of premium or
accretion of discount rather than at
their value bazed on current market
factors.

B3y Adsgse! PBoacked Securily means a
fixed income security {other than a
Government secarity) issued by a Spe-
cial Purpose Entity (as defined in this
paragraph), substantially all of the as-
aets which consist of Qualifyving Assets
(as defined in this paragraph). Special
Purpoze Entity means a trust, corpora-
tion, partnership or other entity orga-
nized for the sole purpose of izsuing =e-
curities that entitle their holders to re-
celve pavments that depend primarily
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on the cash flow from Qualifying As-
geta, but does not inclode a registered
investment company. Gualifying Assels
means financial assets, either fixed or
revolving, that by their terms convert
into cash within a finite time period,
plus any rights or other assets designed
to assure the servicing or timely dis-
tribution of proceeds to zecurity hold-
Brs.

(4} Business Day means any day, other
than Saturday, Sanday, or any cus-
tomary buziness holiday.

(5) Colloteralized Fully in the case of a
repurchase agreement means that:

(i) The wvalue of the securities
collateralizing the repurchase agree-
ment (reduced by the transaction costa
(including loss of interest) that the
money market fund reasonably could
expect to incar if the seller defanlts) is,
and during the entire term of the re-
purchase agreement remains, at least
equal to the Resale Price (as defined in
paragraph (a)i)(v) of this section) pro-
vided in the agreement;

(iiy The money market fond or its
cnatodian either has actoal physical
pozsesaion of the collateral or, in the
case of a security registered on a hook
entry ayvstem, the book entry is main-
tained in the name of the money mar-
ket Mand or its custodian;

(iil) The collateral consizats entirely
of cash items, Government Securities
or other securities that at the time the
repurchasze agreement is entered into
are rated in the highest rating cat-
egory by the Reguizsite NRSROs; and

{(ivy Upon an Event of Insolvency
with respect to the seller, the repur-
chaze agreement would gualifly under a
provizgion of applicable insolvency law
providing an exclusion from any anto-
matic stay of creditors’ rights againat
the seller.

(V) Resale Price means the Acguizition
price paid to the seller of the securities
plus the accrued resale premium on
guch Acquizition price. The accrued re-
gale preminm shall be the amoant spec-
ified in the repurchase agreement or
the daily amortization of the difference
between the Acquizition price and the
resale price specified in the repurchase
agresment.

(6) Conditional Demand Feature means
a Demand Feature that is not an Un-
conditional Demand Feature. A Condi-

B-2
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tional Demand Feature iz not a Guar-
antee.

(T Conduwit Securify means a security
izzned by a Municipal Izsuer (as defined
in this paragraph) involving an ar-
rangement or agreement entered into,
directly or indirectly, with a person
other than a Municipal Issuer, which
arrangement or agreement provides for
or secures repavment of the security.
Municipal Tssuer means a state or terri-
tory of the United States (including
the District of Columbia), or any polit-
ical subdivision or public instruomen-
tality of a state or territory of the
United States. A Conduit Security does
not include a security that ia:

{1y Fully and unconditionally guaran-
teed by a Muonicipal Issuer; or

(iiy Pawable from the general reve-
nuez of the Municipal Issuper or other
Municipal Issuerz (other than those
revenues derived from an agresment or
arrangement with a person who is not
a Municipal Izssuer that provides for or
aecures  repayment of the secarity
izsned by the Municipal Issuer); or

(iiiy Related to a project owned and
operated by a Municipal Isauer; or

{iv) Related to a facility leased to
and under the control of an industrial
or commercial enterprise that is part
of a public project which, as a whole, iz
owned and under the control of a Mu-
nicipal Izssner.

(8 Demand Fedlure means:

(i1} A feature permitting the holder of
a security to aell the security at an ex-
ercigse price eqnal to the approximate
amortized cost of the security plus ac-
crued interest, if any, at the time of
exercise. A Demand Feature must bhe
exercisable either:

{A) At any time on no more than 30
calendar days' notice; or

(B) At specified intervals not exceed-
ing 397 calendar days and upon no more
than 30 calendar days’ notice; or

(iiy A feature permitting the holder
of an Asset Backed Security uncondi-
tionally to receive principal and inter-
est within 397 calendar davs of making
demand.

(8 Demand Fealture Issued By A Non-
Controlled Person means a Demand Fea-
ture issued bhy:

{1y A person that., directly or indi-
rectly, does not control, and is not con-
trolled by or under common control
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with the issner of the zecurity subject
to the Demand Feature (confrel means
“gontrol™ as defined in section 2(a)(9)
af the Act (156 T.5.C. 80a-20a)9)); ar

(iiy A sponsor of a Special Purpose
Entity with reapect to an Aszet Backed
Security.

(10 Eligible Security means:

(1) A Rated Security with a remain-
ing maturity of 397 calendar dayvs or
less that has received a rating from the
Bequizite NRSROs in one of the two
highest short-term rating categories
{(within which there mayv be sob-cat-
egories or gradations indicating rel-
ative standing); or

{11y An Unrated Security that is of
comparable guality to a security meet-
ing the requirements for a Rated Secu-
rity in paragraph (ay10id) of this sec-
tion, az determined by the money mar-
ket fund’s board of directors; Provided,
however, that:

(A) A security that at the time of
iggpance had a remaining maturity of
more than 397 calendar days but that
haz a remaining maturity of 397 cal-
endar dayvs or less and that iz an
Unrated Security iz not an Eligible Se-
curity if the zecurity has received a
long-term rating from any NRESEO that
is not within the NRESRO's three high-
eat long-term ratings categories (with-
in which there may be sub-categories
ar gradations indicating relative stand-
ingl, unless the security has received a
long-term rating from the Reguoizite
NESRO:2 in one of the three highest
rating categories;

(B) An Asset Backed Security (other
than an Asset Backed Security aob-
atantially all of whose Qualifving As-
geta consiat of obligations of one or
maore Monicipal Issauers, as that term is
defined in paragraph (a)7) of this sec-
tion) shall not be an Eligible Security
nnless it has received a rating from an
NESRO.

(111) In addition, in the caze of a secu-
rity that ig subject to a Demand Fea-
ture or Guarantee:

(A) The Guarantee has received a rat-
ing from an NRESREO or the Guarantee
is issned by a gunarantor that has re-
ceived a rating from an NESRO with
respect to a class of debt obligations
{or any debt obligation within that
class) that iz comparable in priority
and security to the Guarantee, inless:

B-3
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{17 The Guarantee iz izsned by a per-
aon that, directly or indirectly, con-
trols, ia controlled by or i ander com-
mon control with the isauer of the se-
curity subject to the Guarantee (other
than a sponsor of a Special Purpose En-
tity with respect to an Asset Backed
Security);

{21 The security subject to the Guar-
antee is a repurchase agreement that is
Collateralized Fully: or

{3) The Guarantes is itaell a Govern-
ment Security; and

{B) The issuer of the Demand Feature
o Guarantee, or another institution,
has undertaken promptly to notify the
holder of the security in the event the
Demand Feature or Guarantee is sub-
atituted with another Demand Feature
or Guarantee (if such substitution is
permissible under the terms of the De-
mand Feature or Guarantee).

(11} Ewvent of Insolvency means, with
reapect to 4 person:

(1} An admizsion of insolvency, the
application by the person for the ap-
pointment of a ftrustee, receiver,
rehabilitator, or similar officer for all
or anbstantially all of its assets, a gen-
eral assignment for the benefit of
creditors, the filing by the person of a
voluntary petition in bankruptcy or
application for reorganization or an ar-
rangement with creditors; or

(iiy The institution of similar pro-
ceedings by another person which pro-
ceedings are not contested by the per-
a0mn; or

(iiiy The institution of similar pro-
cepdings by a government agency re-
gponsible for regulating the activities
of the perzon, whether or not contested
by the person.

(12 Firal Tier Security means any Hli-
gible Security that:

(1} Is a Rated Security that has re-
ceived a short-term rating from the
Reguizite NHRSER0Os in the highest
short-term rating category for debt ob-
ligations (within which there may he
anb-categories or gradations indicating
relative standing); or

(i1iy Is an Unrated Security that is of
comparable gquality to a security meet-
ing the reguirements for a Rated Secu-
rity in paragraph (a)y12yiy of this sec-
tion, as determined Dy the fund’'s board
of directors; or
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(1iiy Is a security issued by a reg-
igtered investment company that is a
money market fund: or

(iv) Is a Government Security.

(13 Floating Rate Security means a se-
curity the terms of which provide Tor
the adjustment of its interest rate
whenever a specified interest rate
changes and that, at any time antil the
final maturity of the instrument or the
period remaining until the principal
amount can be recovered through de-
mand, can reasonably he expected to
have a market value that approximates
ita amortized cost.

(14)y Government Security means any
“Government security” as defined in
section 2(a)(16) of the Act (15 U.B.C.
B0a-20a)(16).

(15) Guaraniee means an ancondi-
tional obligation of a person other than
the issuer of the security to undertake
to payv, upon prezentment by the holder
of the Guarantee (if required), the prin-
cipal amount of the underlying secuo-
rity plus accrued interest when duoe or
npon defaalt, or, in the case of an Un-
conditional Demand Feature, an obli-
gation that entitles the holder to re-
ceive upon exercise the approximate
amortized cost of the nnderlying secu-
rity or securities, plus accrued inter-
eat, If any. A Guarantee includes a let-
ter of credit, Mnancial guaranty (bond)
inaurance, and an Unconditional De-
mand Feature (other than an Uncondi-
tional Demand Feature provided by the
izsner of the security).

(16) Guarantee lssued By A Non-Con-
trofled Perzon means a Guarantee isaued
by

iy A person that, directly or indi-
rectly, does nof control, and is not con-
trolled by or under common control
with the issner of the security subject
to the Guarantee (contirel means ‘‘con-
trol™ as defined in section 2(a)39) of the
Act (15 U.B.C. 80a-2(a)9); or

(ily A sponsor of a Special Purpose
Entity with respect to an Asset Backed
Security.

(1Ty NRERO means any nationally
recognized statistical rating organiza-
tion, as that term is used in paragraphs
en2uvinEy, (F)and (H) of $§240.15¢3-1 of
thia Chapter, that is not an “affiliated
person,” as defined in section 20a)(33(C)
of the Act (16 U.5.C. 80a-2(a)3C)). of
B-4

§270.2a-7

the issuer of, or any insarer or provider
of credit support for, the security.

(18) Penny-Rounding Method of pric-
ing means the method of computing an
investment company’s price per share
for purposes of distribution, redemp-
tion and repurchase whereby the coar-
rent net asset value per share is round-
ed to the nearest one percent.

(19 Rated Security means a secarity
that meets the reguirements of para-
graphs (a1901) or (i) of this section,
in each case subject to paragraph
(a19iiiy of this section:

{1y The security has received a short-
term rating from an NRSRO, or has
been izsned Dy an issuer that has re-
ceived a short-term rating from an
NESRO with respect to a class of debt
obligations {or any debt obligation
within that class) that is comparable
in priority and secuarity with the secu-
rity; or

{ii) The security is subject to a Guar-
antee that has received a short-term
rating from an NRESRO, or a Guarantee
issned hy a guarantor that has received
a short-term rating from an NREERO
with respect to a class of debt obliga-
tions (or any debt obligation within
that ¢lass) that iz comparable in pri-
ority and security with the Guarantee:;
but

(1iiy A security is not a Rated Secu-
rity il it is anbject to an external cred-
it support agreement (Including an ar-
rangement by which the secarity has
become a Refunded Security) that was
not in effect when the security was as-
algned itz rating, unless the security
has received a short-term rating re-
MNecting the existence of the credit sup-
port agreement as provided in para-
graph (a)y19iy of this section, or the
credit saupport agreement with respect
to the security haz received a short-
term rating as provided in paragraph
(ayl19idi) of this section.

(200 Refunded Security means a debt
apcurity the principal and intereat pay-
ments of which are to be paid by Gov-
ernment. Securities ‘deposited securi-
ties") that have been irrevocably
placed in an escrow account puranant
to agreement between the issuer of the
debt security and an escrow agent that
ia not an “affiliated person,”” as defined
in section 2(ay3C) of the Act (15
T.58.C. 80a-20a13uCy, of the issuer of
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the debt security, and, in accordance
with suach escrow agreement, are
pledged only to the payment of the
debt security and, to the extent that
excess proceeds are available aflter all
payvments of principal, interest, and ap-
plicable preminums on the Refunded Se-
carities, the expenses of the escrow
agent and, therealter, to the issuer or
another party: provided that:

(1) The depozsited securities shall not
be redeemable prior to their final ma-
turity;

(iiy The escrow agreement shall pro-
hibit the substitution of the deposzited
gecurities unless the sobstituted secu-
rities are Government Securities: and

(11i) At the time the deposited securi-
tiez are placed in the escrow account,
or at the time a subatitution of the de-
pozsited securities iz made, an inde-
pendent certified public accountant
shall have certified to the eacrow agent
that the deposited securities will =at-
isfy all scheduled payvments of prin-
cipal, interest and applicable premiums
on the Refunded Securities; Provided,
however, an independent public ac-
countant need not have provided the
certification described in this para-
graph (ai20yiiiy if the security, as a
Refunded Security, has received a rat-
ing from an NESRO in the highest cat-
egory  for debt obligations (within
which there may be sub-categories or
gradations including relative =stand-
ing.

(21)y Reguisite NRERO: means:

(1) Any two NEEROs that have isaned
a rating with respect to a secarity or
class of debt obligations of an izsuer; or

(ii) If only one NRSR(O has issued a
rating with respect to such secarity or
class of debt obligations of an issuer at
the time the fund acguires the secu-
rity, that NRSRO.

(22y Second Tler Securily means any
Eligible Security that is not a First
Tier Becurity. Second Tler Condull Secu-
rity means any Condoit Security that
iz an Eligible Security that is not a
First Tier Security.

(23) Single State Fund means a Tax
Exempt Fund that holds itself out as
geelking to maximize the amount of its
distributed income that is exempt from
the income taxes or other taxes on in-
vestments of a particular state and,
where applicable, aubdivizsions thereof.
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(24) Tar Eremp! Fund means any
money market fund that holds itselfl
ont as distributing income exempt
from regular federal income tax.

(25) Tofal Assefs means, with respect
to a money market fund using the Am-
ortized Cost Method, the total amor-
tized cost of its assets and, with re-
apect to any other money market fund.
the total market-based value of its as-
aeta.

(260 Uneconditional Demand Feature
means a Demand Feature that by its
terms would be readily exercisable in
the event of a defanlt in payment of
principal or interest on the underlying
apcurity or securities.

(27) United States Dollar-Denominaled
means, with reference to a secarity,
that all principal and interest pay-
ments on guch security are pavahble to
aecurity holders in United States dol-
lars under all circumstances and that
the interest rate of, the principal
amount to he repaid, and the timing of
pavments related to such security do
not vary or float with the value of a
foreign currency, the rate of interest
pavable on foreign currency hor-
rowingzs, or with any other interest
rate or index expressed in a cuarrency
other than United States dollars.

(28) Unrated Security means a security
that is not a Rated Security.

(29) Variable Rate Securily means a se-
curity the terms of which provide for
the adjustment of its interest rate on
st dates (auch as the last day of a
month or calendar guarter) and that,
npon each adjustment oantil the final
maturity of the instrument or the pe-
riod remaining until the principal
amount can be recovered through de-
mand, can reasonably be expected to
have a market value that approximates
its amortized cost.

( Holding Oul and Use of Nomes and
Titles. (1) It shall be an unftrue state-
ment of material fact within the mean-
ing of section 34(h) of the Act (15 U.5.C.
80a-33(h)y for a registered investment
company, in any registration state-
ment, application, report, account,
record, or other document filed or
tranamitted pursuant to the Act, in-
cluding any advertisement, pamphlet,
circular, form letter, or other sales lit-
erature addressed to or intended for
distribution to prospective investors
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that iz reguired to bhe filed with the
Commizssion by section 24(h)y of the Act
(15 U.s.C. 80a—24(b)), to hold itzell out
to investors as a money market fund or
the equivalent of a money market
fund, unless auch registered investment
company meets the conditions of para-
graphs (c)2), (cw3d) and (cw4) of this
gection.

(2y It shall constitute the use of a
materially deceptive or misleading
name or title within the meaning of
gection 35(d) of the Act (15 U.B.C. 8la—
340dn for a regiatered investment com-
pany to adopt the term “money mar-
ket as part of its name or title or the
name or title of any redeemahble securi-
tiez of which it iz the izsuer, or to
adopt a name that suggeats that it is a
money market fund or the equivalent
of a4 money market fund, unlessg such
regigtered investment company meets
the conditionas of paragraphs {c)2),
(ex3)y, and (cid) of this section.

(3} For purposes of this paragraph, a
name that suggests that a registered
investment company is 2 money mar-
ket fund or the equivalent thereof shall
include one that uses such terms as
“eash,” “ligoedd,” “*money,”’ “ready as-
sefa" or aimilar terms.

(cy Share Price Calculations. The cur-
rent price per share, for porposes of
distribution, redemption and repuar-
chaze, of any redeemable security
izaned by any registered investment
company  (‘money market fund” or
“fund™), notwithstanding the require-
ments of saction 20a)41) of the Act (15
U.5.C. 80a-20ax41)) and of §8270.2a—4 and
270.22c-1 therennder, may be computed
by uze of the Amortized Cost Method
or the Pennyv-Rounding Method; Pro-
vided, frowener, that:

(1) Board Findings, The board of direc-
tors of the money market fund shall
determine, in good faith, that it iz in
the best interests of the fund and ita
shareholders to maintain a stable net
asset value per share or stable price per
share, by wvirtue of either the Amor-
tized Cost Method or the Pennyv-Round-
ing Method, and that the money mar-
ket fund will continue to use such
method only so long as the board of di-
rectors believes that it fairly reflects
the market-bazed net asset value per
share.
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(2 Portfolio Maoturity. The money
market fund shall maintain a dollar-
weighted average portfolic maturity
appropriate to its objective of main-
taining a stable net asset value per
share or price per share; Provided, hoto-
eper, that the money market fond will
not:

{1y Except as provided in paragraph
(eW2)ii) of this section, Acqguire any in-
atrument with a remaining maturity of
greater than 397 calendar davs; or

(iiy In the casze of a money market
fund not using the Amortized Cost
Method, Acguire a Government Secn-
rity with a remaining maturity of
greater than 762 calendar davs; or

(iii) Maintain a dollar-weighted aver-
agre portfolic maturity that exceeds
ninety days.

(3 Portfollo Quality—il) General, The
money market fund shall limit its
portfolio investments to those United
States Dollar-Denominated securities
that the fund's board of directors de-
termines present minimal credit risks
(which determination musat be based on
factors pertaining to credit guality in
addition to any rating assigned to such
apcurities hy an NESREO) and that are
at the time of Acguizsition Eligible Se-
curities.

(iiy Second Tier Securities. Imme-
diately after the Acguisition of any
Becond Tier Security:

(A Tarahle Funds. A money market
fund that is not a Tax Hiempt Fund
ghall not have invested more than five
percent of its Total Assets in secuarities
that are Second Tier Securities; and

(B) Tar Ervempt Funds, A money mar-
ket fund that is a Tax Hxempt Fund
ghall not have invested more than five
percent of its Total Assets in Conduoit
Securities that are Second Tier Con-
duit Securities.

{111y Securities Subject to Guaranfees. A
aecurity that is subject to a Guarantee
may be determined to be an Eligihle
Security or a Firat Tier Security baszed
aplely on whether the Guarantee is an
Eligible Security or First Tier Seco-
rity, as the case may be.

(iv) Securities Subject to Conditional
Demand Fealures, A security that is
anbject to a Conditional Demand Fea-
ture “Underlying Security’™) mayv bhe
determined to be an Eligible Security
or a First Tier Security only if:
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(A) The Conditional Demand Feature
is an Eligible Security or Firat Tier Se-
curity, as the caze may be;

(By At the time of the Acguisition of
the Underlying Security, the money
market fund's board of directors has
determined that there iz minimal rizsk
that the circumsatances that would re-
gult in the Conditional Demand Fea-
ture not being exercisable will occur;
and

(17 The conditions limiting exercize
either can be monitored readily by the
fund, or relate to the taxability, under
federal, state or local law, of the inter-
eat payments on the security: or

(27 The terms of the Conditional De-
mand Featore regnire that the fond
will receive notice of the occarrence of
the condition and the opportunity to
exercize the Demand Feature in ac-
cordance with its terms; and

(Y The Underlving Security or any
Guarantee of auch security (or the debt
securities of the issuer of the Under-
lying Security or Guarantee that are
comparable in priority and security
with the Underlying Security or Guar-
antee) has received either a short-term
rating or a long-term rating, as the
case may be, from the Reguizite
NESR0O: within the NRSERO2" two high-
eat short-term or long-term rating cat-
egories {(within which there may be
sub-categories or gradations indicating
relative standing) or, if anrated. is de-
termined to be of comparable guality
by the money market fand's board of
directora to a security that has re-
ceived a rating from the Reguisite
NESRO: within the NRESROs" two high-
ezt short-term or long-term rating cat-
egories, as the case may he.

(4) Portfolio Diversification—1) Issuer
Diversificalion. The money market fund
ghall be diversified with reapect to
iggners of securities Acquired by the
fund as provided in paragraphs (ci4ii)
and (cidyiiy of this section, other than
with respect to Government Securities
and secuarities subject to a Guarantee
Izsned By A Non-Controlled Person.

(A Tarable gnd National Funds, Im-
mediately after the Acquizition of any
seourity, a money market fund other
than a Single State Fund shall not
have inveated more than five percent of
dta Total Assets in securities izsned by
the issuer of the security:; Provided,
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howeper, that such a fund may invest
up to twenty-five percent of its Total
Aggets in the First Tier Securities of a
aingle issuer for a period of ap to three
Busineass Days aflter the Acguoisition
thereofl: Provided, further, that the fund
may not invest in the azecurities of
more than one iszger in accordance
with the foregoing proviso in this para-
graph at any time.

(B) Single State Funds. With respect
to seventyv-five percent of its Total As-
aets, immediately after the Acqguisition
of any security, a Single State Fund
ghall not have invested more than five
percent of its Total Assets in securities
izsued by the izsuer of the =security;
Provided, however, that a Single State
Fund shall not invest more than five
percent of its Total Assets in securities
izsued by the izsner of the security un-
less the securities are First Tier Secu-
ritiesa.

(O Second Tier Securities—(1) Tarable
Funds., Immediately after the Acgquisi-
tion of any Second Tier Security, a
money market fund that is not a Tax
Exempt Fund shall not have invested
maore than the greater of one percent of
its Total Assets or one million dollars
in securities issued by that issuer that
are Second Tier Securities.

(27 Tar Erempt Funds., Immediately
alfter the Acqguisition of any Second
Tier Conduoit Secuarity, a money mar-
ket fund that is a Tax Exempt Fuand
ghall not have inveasted more than the
greater of one percent of its Total As-
aetz or one million dollars in securities
issned by that isauer that are Second
Tier Conduit Securities.

{11y Tsswer Diversification Calewlations,
For purposes of making calculations
nnder paragraph (cy4)i) of this sec-
tion:

(A Repurchoase Agreements, The Ac-
quisition of a repurchase agreement
may be deemed to be an Acguisition of
the underlying securities, provided the
obligation of the seller to repurchase
the securities from the money market
fund is Collateralized Fully.

(B Refunded Securities, The Acguisi-
tion of a Refunded Security shall he
deemed to be an Acguisition of the
escrowed Government Securities.

() Condult Securities, A Conduonit Se-
carity shall be deemed to be issued by
the person {other than the Municipal
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Izsner) nltimately responsible for pay-
menta of intereat and principal on the
security.

(I¥y Aszzet Backed Securities—(1) Gen-
eragl. An Asset Backed Secuarity Ac-
quired by a Mnd “Primary ABS™
shall be deemed to be issued by the
Special Purpose Entity that issned the
Azset Backed Security, Provided, how-
aner:

(1) Holdings af Primary ABS. Any per-
gon whose obligations conatitute ten
percent or more of the principal
amount of the Qualifving Assets of the
Primary ABS (“*Ten Percent Obligor'")
ghall be deemed to be an issuer of the
portion of the Primary ABS sach obli-
gations represent; and

(t1y Holdings of Secondary ARS. Il a
Ten Percent Obligor of a Primary ABS
iz itsell a Special Purpose Entity
isgning Asset Backed Secarities ('Sec-
ondary ABS'), any Ten Percent Ohli-
gor of auch Secondary ABS alao shall
be deemed to De an issoer of the por-
tion of the Primary ABS that such Ten
Percent Obligor represents.

(&Y Restriclted Special Purpose Entities.
A Ten Percent Obligor with respect to
a Primary or Secondary ABS shall not
be deemed to have issped any portion
af the assets of a Primary ABS as pro-
vided in paragraph (cydyiiyDil of
this section if that Ten Percent Obligor
is iteelfl a Special Purpose Entity
issning Asset Backed Securities (“He-
gtricted Special Purpose Entity™), and
the zecurities that it isanes (other than
gecurities issued to a company that
controls, or i controlled by or under
common control with, the Restricted
Special Purpose Entity and which ia
not itzelf a Special Purpose Enticy
igsning Asset Backed Securities) are
held by only one other Special Purpose
Entity.

(3 Demand Features and Guaranfess.
In the case of a Ten Percent Obligor
deemed to he an i2suer, the fund shall
gatialy the diversification require-
menta of paragraph (ci(4yiii) of this
gection with respect to any Demand
Feature or Guarantee to which the Ten
Percent Obligor's obligations are sub-
ject.

(Ey Shares of Other Money Market
Funds. A money market fund that Ac-
“guires shares issued by another money
market fund in an amount that would

B-8

§270.2a-7

otherwise be prohibited by paragraph
(cy4)i) of this section shall nonethe-
less be deemed in compliance with this
gection if the board of directors of the
Acguiring money market fund reason-
ably believes that the fund in which it
has invested is in compliance with this
aection.

(1ily Diversification Rules for Demand
Features and Guaraniees. The money
market fund shall be diversified with
regpect to Demand Features and Guar-
antees Acquired by the fund as pro-
vided in paragraphs (c)p4)iiiiy and
(cidyivy of this section, ather than with
regpect to 4 Demand Feature issued by
the same inatitution that issued the
nnderlyving security, or with respect to
a Guarantee or Demand Feature that is
itsell a Government Security.

(A) General, Immediately after the
Acguizition of any Demand Feature or
Guarantee or security subject to a De-
mand Feature or Guarantee, a money
market fund, with respect to seventy-
five percent of its Total Assets, shall
not have invested more than ten per-
cent of its Total Assets in securities
izzned by or subject to Demand Fea-
turez or Guarantees from the institu-
tion that issued the Demand Feature
or Guarantee, subject to paragraphs
(ey4ydiil) (B) and (C) of this section.

(B)y Second Tier Demoand Fealures or
Guarantees. Immediately after the Ac-
quisition of any Demand Feature or
Guarantee (or a security after giving
elffect to the Demand Feature or Guar-
antee) that ig a Second Tier Security, a
money market fund shall not have in-
vested more than five percent of its
Total Assets in securities issued by or
anbject to Demand Features or Guaran-
tees from the institution that issuaed
the Demand Feature or Guarantee,

(Y Demand Features or Guarantees
Frzued by Non-Condralled Persons, Imme-
diately alfter the Acquisition of any se-
curity aubject to a Demand Feature or
Guarantee, a2 money market fund shall
not have invested more than ten per-
cent of ita Total Assets in securities
imsued by, or sabject to Demand Fea-
turez or Guarantees [rom the institu-
tion that izsued the Demand Feature
or Guoarantee, anless, with respect to
any security sabject to Demand Fea-
tures or Guarantees from that inatitu-
tion (other than securities issued by
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guch inatitution), the Demand Feature
or Guarantee ig a Demand Feature or
Guarantee Issued By A Non-Controlled
Perzon.

(iv)y Demand Feofure ond Guarantee
Diversification Caolcwlotions—A)Y  Froe-
tional Demand Features or Guarantess.
In the casze of a security subject to a
Demand Feature or Guarantee [rom an
inatitution by which the institution
gnarantees a specified portion of the
value of the zecurity, the institution
ghall be deemed to gunarantee the apeci-
fied portion thereof.

(B Layered Demand Fedtures or Guar-
antees, In the case of a security subject
to Demand Featurez or Guarantees
froom multiple institutions that have
not limited the extent of their obliga-
tions as described in  paragraph
ey diviA)y of this section, each insti-
tution shall be deemed to have pro-
vided the Demand Feature or Guoar-
antee with respect to the entire prin-
cipal amount of the security.

(vy Diversification Sofe Harbor, A
money market fand that satisfies the
applicable diversification reguirementsa
of paragraphs (cid) and (c)b)y of this
gection shall be deemed to have satis-
fied the diversification requirements of
section &1 of the Act (15 U.5.C. 80a-
b1y and the rulez adopted there-
under.

(5) Demand Features and Guarantees
Not Relied Upon. If the fund's board of
directors has determined that the fund
ig not relying on a Demand Feature or
Guarantee to determine the qualicy
(pursuant to paragraph (ci3d) of this
gection), or maturity (pursaant to
paragraph (d) of this section), or ligoid-
ity of a portfolio security, and main-
taing a record of this determination
(pursuant to paragraphs (cW9(ii) and
fewliiviy of this section), then the
fund may disregard such Demand Fea-
ture or Guoarantee for all poarposes of
this section.

(6) Downgrades, Defoulls and Other
Events—1y  Doumgrades—iA)  General.
Upon the occurrence of either of the
eventa apecified in paragraphs
(eWEMinA)Y (1) and (2 of this section
with respect to a portfolio security, the
board of directors of the money market
fund shall reassess promptly whether
guch security continues to present
minimal credit riskas and shall cause
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the fund to take such action as the
board of directora determines is in the
heat interesta of the money market
fund and its shareholders:

(1 A portfolio security of a money
market fund ceases to be a Firat Tier
Security (either because it no longer
has the highest rating from the Req-
nizite NRSROs or, in the case of an
Unrated Security, the board of direc-
tors of the money market fund deter-
mines that it is no longer of com-
parable guality to a First Tier Secu-
rity)y; and

{27 The money market fund’s invest-
ment adviser (or any person to whom
the fund's board of directors has dele-
gated portfolio management respon-
albilities)y becomes aware that any
Unrated Security or Second Tier Secu-
rity held by the money market fund
hag, since the security was Acquired by
the fand, been given a rating by any
NRSRO below the NRERO's second
highest short-term rating category.

(B) Securities to Re Disposed OF. The
reassesaments regquired by paragraph
(eeiin Ay of this section shall not be
reguired if, in accordance with the pro-
ceduares adopted by the board of direc-
tors, the security is disposged of (or ma-
tures) within five Business Days of the
apecified event and, in the caze of
events apecified in paragraph
(eHeMiAM2) of this section, the board
ia subsequently notified of the advizer's
actions,

(Y Special Bule for Certain Securities
Subject to Demand Features, In the event
that after giving effect to a rating
downgrade, more than five percent of
the fund's Total Assets are invested in
apcurities izsued by or sabject to De-
mand Features from a single institu-
tion that are Second Tier Securities,
the fund shall reduce ifs investment in
apcurities izsued by or sabject to De-
mand Features from that institution to
no more than five percent of ita Total
Agzets by exerciging the Demand Fea-
tures at the next succeeding exercise
date(z), abzent a finding by the board
of directors that disposal of the port-
folio security would not be in the best
interests of the money market fund.

(11 Defawlts and Other Events. Upon
the occourrence of any of the events
apecified in  paragraphs  (cWGHIIWAD
through (I of this section with respect
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Lo a portfolio security, the money mar-
ket fund shall dispose of such security
as 2o0n as practicable consistent with
achieving an orderly disposition of the
gecurity, by =sale, exercise of any De-
mand Feature or otherwise, absent a
finding by the board of directors that
dispozal of the portfolio security wonuld
not be in the best interests of the
money market fund (which determina-
tion may take into account, among
aother factors, market conditions that
could affect the orderly disposition of
the portfolio security):

(A) The defanlt with respect to a
portfolio security (other than an im-
material defanlt unrelated to the fi-
nancial condition of the issner);

(B)y A portfolio secarity ceases to be
an Hligihle Security:

(Ch A portfolio security has been de-
termined to no longer present minimal
credit risks; or

(I An Event of Insolvency occurs
with regpect to the issuer of a portfolio
gecurity or the provider of any Demand
Feature or Guarantee.

(111) Notice to the Commission. In the
event of a defanlt with respect to one
ar more portfolio securities (other than
an immaterial defanlt unrelated to the
financial condition of the iasuer) or an
Event of Insolvency with respect to the
issner of the security or any Demand
Feature or Guarantee to which it is
subject, where immediately before de-
fault the securitiez (or the securities
gubject to the Demand Feature or
Guarantes) accounted for % of 1 per-
cent or more of a money market fund’s
Total Assets, the money market fond
ghall promptly notify the Commizsion
of such fact and the actions the money
market fund intends to take in re-
gponse to such situation. Notification
nnder thiz paragraph shall be made
telephonically, or by means of a fac-
gimile transmission or electronic mail,
followed by letter sent by first class
mail, directed to the attention of the
Director of the Divizion of Investment
Management.

(ivy Defauwlts For Purposes of Paro-
grapfs (el6) (i) and (i), For parposes
ol paragraphs (cyw6y (1) and (1) of this
gection, an instrument subject to a De-
mand Feature or Guarantee shall not
be deemed to be in defanlt (and an
Event of Insolvency with respect to the
B-10
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apcurity shall not be deemed to have
occarred) if:

{A) In the case of an instrument sub-
ject to a Demand Feature, the Demand
Feature has been exXercised and the
fund has recovered either the principal
amount or the amortized coat of the in-
atrument, plus accruoed interest; or

{B) The provider of the Guarantee is
continuing, without protest, to make
pavments as doe on the instrument.

(T Required Procedures: Amortized Cost
Method. In the case of a money market
fund nzing the Amortized Cost Method:

{1y General. In aupervising the money
market fund’s operations and dele-
gating apecial responsibilities involv-
ing portfolic management o the
money market fund's investment ad-
vizser, the money market fund’'s board
of directors, as a particular responsi-
hility within the overall duty of care
owed to its shareholders, shall estab-
lizh written procedurez reasonably de-
algned, taking into account corrent
market conditions and the money mar-
ket fond's investment objectives, to
atabilize the money market fund's net
azset value per share, as computed for
the parpose of distribution, redemption
and repurchase, at a single value.

{11y Specific Procedures, Included with-
in the procedures adopted by the board
of directors shall be the following:

(A) Shadow Pricing., Written proce-
dures shall provide:

{1y That the extent of deviation, if
any, of the carrent net asset value per
share calculated nsing available mar-
ket guotations (or an appropriate sab-
atitute that reflects current market
conditions) [rom the money market
fund'zs amortized cost price per share,
ghall be calealated at auch intervals as
the board of directoras determines ap-
propriate and reasonable in light of
carrent market conditions;

2y For the periodic review by the
board of directors of the amount of the
deviation az well as the methods used
to caleculate the deviation; and

{3) For the maintenance of records of
the determination of deviation and the
board’s review thereof.

(B)y Prompt Consideraltion of Devialion.
In the event zuch deviation from the
money market fund's amortized cost
price per share exceeds Y@ of 1 percent,
the board of directors shall promptly
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consider what action, if any, should be
initiated by the board of directora.

(C) Material Dilution or Unfair Results.
Where the Doard of directors believes
the extent of any deviation from the
money market fund's amortized cost
price per share may result in material
dilution or other unfair resultz to in-
vestora or existing shareholders, it
ghall cause the fund to take such ac-
tion as it deems appropriate to elimi-
nate or reduce to the extent reasonably
practicable such dilution or anfair re-
asults.

(8) Reguired Procedures: Penny-Round-
ing Method. In the cazse of 4 money
market fund using the Penny-Rounding
Method, in supervising the money mar-
ket fund'z operations and delegating
gpecial responsibilities involving port-
folio management to the monev mar-
ket fond's investment adviser, the
money market fund’s board of directors
nndertakes, as a particular responsi-
bility within the overall doty of care
owed to its shareholders, to assure to
the extent reasonably practicable, tak-
ing into account current market condi-
tions affecting the money market
fund’s investment objectives, that the
money market fund’s price per share as
computed for the purpose of distribo-
tion, redemption and repurchase,
rounded to the nearest one percent,
will not deviate from the single price
eztablished Dy the board of directors.

(9 Specific Procedures: Amovtized Cost
and Penny-Hounding Methods, Included
within the proceduares adopted by the
board of directors for money market
fund=s naing either the Amortized Cost
or Pennyv-Rounding Methods shall be
the following:

(1) Securities for Which Malturity is De-
termined by Reference tno Demand Fea-
tures. In the case of a security for
which maturity iz determined by ref-
erence to a Demand Feature, written
procedures shall require ongoing re-
view of the security’s continued mini-
mal credit risks, and that review must
be based on, among other things, finan-
cial data for the most recent [iscal
vear of the izsper of the Demand Fea-
ture and, in the case of a secarity sub-
ject to a Conditional Demand Feature,
the izsuer of the security whosze finan-
cial condition musat be monitored ander
paragraph (c)3wWivy of this section,
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whether auch data is puhlicly available
or provided under the terms of the ze-
carity's governing documentation,

{11y Securities Subject to Demand Fea-
Lures or Guarantess. In the caze ol a se-
carity subject to one or more Demand
Features or Guarantees that the fund's
board of directors has determined that
the fund iz not relyving on to determine
the gnality (pursuant to paragraph
(eH3) of this section), maturity (pursn-
ant to paragraph {d) of this section) or
liguidity of the security subject to the
Demand Feature or Guarantee, written
procedures shall reguire periodic eval-
wation of such determination.

{111y Adjustable Rate Securities Withouwut
Demand Features. In the case of a Vari-
able Hate or Floating Rate Security
that iz not saobject to 4 Demand Fea-
tare and for which maturity is deter-
mined puarsuant to paragraphs {(dwl),
(w2 or (A¥W4y of this section, written
procedures shall require periodic re-
view of whether the interest rate for-
mula, npon readjustment of its interest
rate, can reasonably he expected to
canse the zecurity to have a market
value that approximates its amortized
coat value.

(iv) Assel Racked Securities. In the
caze of an Asset Backed Security, writ-
ten procedures shall reguire the fuond to
periodically determine the number of
Ten Percent Obligors {as that term is
nsed in paragraph (ciih(iinD)y of this
aection) deemed to he the izauers of all
or a portion of the Asset Backed Secu-
rity  for purposes of  paragraph
(cidiyDy of this section; Provided,
howeper, written procedures need not
reguire periodic determinations with
regpect to any Asset Backed Security
that a fund's board of directors has de-
termined, at the time of Acquisition,
Wwill not have, or iz unlikely to have,
Ten Percent Obligors that are deemed
to be issuers of all or a portion of that
Aszet Backed Security for parposes of
paragraph (cuwdwiinD) of this section,
and maintaing a record of this deter-
mination.

(100 Record Keeping and Reporting—(1)
Written Procedures. For a period of not
less than zix years following the re-
placement of such procedures with new
procedures (the first two vears in an
eazily accessible place), a written copy
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of the procedores (and any modifica-
tions thereto) described in paragraphs
(cWE)y through (c)9) and (e) of this sec-
tion shall he maintained and preserved.

{11y Board Constdercations and Actions.
For a period of not less than six vears
(the firat two vears in an easily acces-
gible placey a written record shall be
maintained and preserved of the hoard
of directors’ considerations and actions
taken in connection with the discharge
of its responsibilities, as =set forth in
thiz section, to be included in the min-
utes of the board of directors’ meet-
ings.

(111) Credit Risk Analysizs. For a period
af not lesa than three vears from the
date that the credit risks of a portfolio
gecurity were most recently reviewed,
a written record of the determination
that a portfolio security presents mini-
mal credit risks and the NESRO rat-
ings (if anv) used to determine the ata-
tus of the security as an Eligible Secu-
rity, Firat Tier Security or Second Tier
Security shall be maintained and pre-
gerved in an easily accessible place.

(1v)y Determinations With Respect to Ad-
justable Rate Securities. For a period of
not legs than three yvears from the date
when the determination was most re-
cently made, a written record shall be
preserved and maintained, in an easily
accesaible place, of the determination
required by paragraph (cy9uiii) of this
section (that a Variable Rate or Float-
ing Rate Security that is not subject to
a Demand Feature and for which matua-
rity ia determined pursaant to para-
graphs (dwl)y, (dw2) or (dy4d) of this sec-
tion can reasonably be expected, apon
readjunstment of its interest rate at all
times during the life of the instroment,
to have a market value that approxi-
mates ita amortized cost),

vy Determinalions with Respect o
Aszzet Backed Securities. For a period of
not legs than three vears from the date
when the determination was most re-
cently made, a written record shall be
preserved and maintained, in an easily
acceszible place, of the determinations
required by paragraph (cy9(iv) of this
gection (the number of Ten Percent Oh-
ligors (as that term is used in para-
graph  (cxdwiiwD» of this section)
deemed to be the issuers of all or a por-
tion of the Asset Backed Security for
purposes of paragraph (c)yd4iinDy of
B-12
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thiz section). The written record shall
include:

{A) The identities of the Ten Percent
Obligors (as that term is used in para-
graph (c)iiiiDy of this section), the
percentage of the Qualifyving Assets
constituted by the securities of each
Ten Percent Obligor and the percent-
age of the fund’'s Total Assets that are
invested in securities of each Ten Per-
cent Obligor; and

(B} Any determination that an Asset
Backed Security will not have, or is
unlikely to have, Ten Percent Ohligors
deemed to be izzners of all or a portion
of that Asset Backed Security for pur-
poges of paragraph (cydyiinD)y of this
aection.

(vi) Evaluwations with Respect to Securi-
ties Subiect to Demand Fealures or Guor-
antees. For a period of not less than
three wvears from the date when the
evaluation was most recently made, a
written record shall be preserved and
maintained, in an easily accessible
place, of the evalnation reguired by
paragraph (ci9ii) (regarding securi-
ties subject to one or more Demand
Features or Guaranteez) of this sec-
tion.

(vii) fnapection of Records. The docu-
ments preserved pursuant to this para-
graph (ci 10y shall be subject to inspec-
tion by the Commizzion in accordance
with section 31(h) of the Act (15 U.5.C.
B0a-30ih)y as if sach documents were
records reguired to be maintained pur-
anant to roles adopted under section
3l(a) of the Act (15 U.5.C. 80a—3a)). I
any action was taken under paragraphs
(cue)ily (with respect to defanlted se-
curitiea and events of insolvency) or
(cuTiiiy (with respect to a deviation
from the fund’s share price of more
than 12 of 1 percent) of this section,
the money market fund will file an ex-
hibkit to the Form N-S5AR (1T CFR
274.101) fled for the period in which the
action was taken describing with speci-
ficity the nature and circumstances of
anch action. The money market fund
Wwill report in an exhibit to such Form
any securities it holds on the final day
of the reporting period that are not El-
igible Becurities.

(d) Maturity of Portfalio Securities. For
purposes of this section, the maturity
of a portfolio security shall be deemed
to be the period remaining (calculated
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from the trade date or such other date
on which the fund's interest in the se-
curity is sabject to market action)
nntil the date on which, in accordance
with the terms of the security, the
principal amount muast unconditionally
be paid, or in the case of a security
called for redemption, the date on
which the redemption payvment muost
be made, except as provided in para-
graphs (dy1) through (A8 of thizs sec-
tion:

(1) Adjustable Rate Government Securi-
tiez. A Government Security that is a
Variable Rate Security where the vari-
ahle rate of interest iz readjusted no
less freguently than every 762 calendar
days shall be deemed to have a matu-
rity equnal to the period remaining
until the next readjustment of the in-
terest rate. A Government Security
that is a Floating RHate Security shall
be deemed to have a remaining matuo-
rity of one day.

(2) Short-Term Variahle Rate Securities.
A Variable Rate Security, the principal
amount of which, in accordance with
the termsa of the security, must uncon-
ditionally be paid in 397 calendar dayvsa
or leas shall be deemed to have a matu-
rity equal to the earlier of the period
remaining until the next readjustment
af the interest rate or the period re-
maining until the principal amouant
can be recovered through demand.

(3) Long-Term Variahle Rale Securifies.
A Variable Rate Security, the principal
amount of which is scheduled to be
paid in more than 397 calendar days.
that is anbject to a Demand Feature,
ghall be deemed to have a maturity
egunal to the longer of the period re-
maining until the next readjuatment of
the interest rate or the period remain-
ing until the principal amount ¢an be
recoverad throogh demand.

(4) Shorl-Term Floating Rate Securifies.
A Floating Rate SBecurity, the principal
amount of which, in accordance with
the terms of the security, must uncon-
ditionally be paid in 397 calendar daya
or leas shall be deemed to have a matu-
rity of one day.

(5) Long-Term Floating Rate Securifies.
A Floating Rate Security, the principal
amount of which is scheduled to be
paid in more than 397 calendar days.
‘that is saubject to a Demand Feature,
ghall be deemed to have a maturity
B-13
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equal to the period remaining until the
principal amount can be recovered
through demand.

6y Repurchose Agreements. A repur-
chase agreement shall be deemed to
have a maturity equal to the period re-
maining until the date on which the re-
parchase of the underlying secarities iz
acheduled to occur, or, where the
agreement i subject to demand, the
notice period applicable to a demand
for the repurchase of the securities.

Ty Portfolio Lending Agreements. A
portfolio lending agreement shall he
treated as having a maturity egual to
the period remaining until the date on
which the loaned securities are sched-
nled to be returned, or where the agree-
ment iz subject to demand, the notice
period applicable to a demand for the
return of the loaned securities.

() Money Maoarket Fund Securities. An
investment in a money market fund
ghall be treated as having a maturity
equal to the period of time within
which the Acguired money market
fand i= required to make payment apon
redemption, unless the Acguired money
market fund ha=s agreed in writing to
provide redemption proceeds to the in-
veating money market fund within a
shorter time period. in which case the
maturity of such investment shall he
deemed to be the shorter period.

(&) Delegation. The money market
fund's board of directors may delegate
to the fund's investment adviser or of-
ficers the responsibility to make any
determination reguired to be made by
the board of directorz under this sec-
tion (other than the determinations re-
guired by paragraphs (c)1) (board find-
inmgsy, (cHGHINCY (rule for certain secn-
rities suhject to second tier Demand
Featuresz); (c)6wil) (defanlts and other
events); (c)THi) (general required pro-
ceduares: Amortized Coat  Method);
(cuTyiivaAy (shadow  pricing), (B)
(prompt consideration of deviation),
and () (material dilution or unfair re-
anleta); and {cif) (regquired procedures:
Penny Rounding Method) of this sec-
tion) provided:

(1) Written Guidelines, The Board shall
establish and periodically review writ-
ten guidelines (including guidelines for
determining whether securities present
minimal credit risks as required in
paragraph (c)3d) of thiz section) and
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procedures under which the delegate
makes such determinations:

(2) Owersight., The Board shall take
any measures reasonably  necessary
(through periodic reviews of fand in-
vestments and the delegate’s proce-
duares in connection with investment
decisions and prompt review of the ad-
viser's actions in the event of the de-
fault of a zecurity or Event of Insol-
vency with respect to the izsuer of the
geourity or any Guarantee to which it
is saubject that reguires notification aof
the Commission under paragraph
(eWEiil) of thizs section) to assure that
the gnidelines and procedares are being
[ollowed.

[62 FR 54978, Dec. 8, 1997

$270.2a19-1 Certain investment com-
pany directors not considered inter-
ested persons.

(a) A director of a registered invest-
ment company will not be considered
an interested person, as defined by sec-
tion 2(a)1%) of the Act, of such com-
pany or of any investment adviser of or
principal underwriter for such ocom-
pany solely hecause that director is a
broker or dealer registered under the
Securities Exchange Act of 1934 or an
affiliated person of a registered hroker
or dealer, Provided, That:

(1) The hroker or dealer does not exe-
cute any portfolio transactions for the
company’s complex, engage in any
principal transactions with the com-
plex or distribute shares for the com-
plex for at least six months prior to the
time that the director is to be consid-
erad not to be an interested person and
for the period during which the direc-
tor continues to be considered not to
be an interested person;

(21 The company’s board of directoras
determines that the company and itas
ghareholders will not bhe adversely afl-
fected if the broker or dealer does not
execute any portfolio transactions for
the company, engage in any principal
transactions with the company or dis-
tribute any shares of the company; and

(3) No more than a minority of the
directors [ the company who are not in-
terested persons of the company are
registered brokers or dealers or affili-
ated persons of registered brokerz or
dealers.

B-14
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(b For porposes of this rale, complex
ghall mean the regiztered investment
company, its investment adviser (in-
cluding all accounts over which the ad-
vizer haz brokerage placement discre-
tion), ita principal underwriter and all
other investment companies having the
aame investment advizer or principal
underwriter.

[49 FR 40672, Oct. 17, 1964]

EFFECTIVE DATE NOTE: At 66 FR 375, Jan.
16, 2001, §270.2a1%-1 was removed effective
May 12, 2001,

§270.2a19-2 Investment company gen-
eral partners not deemed interested
persons.

PRELIMINARY NOTE To §270.2418-2

This §270.2a19-2 conditionzally excepts from
the definition of interested person in section
Zianld (15 1.5.C. Bla-20ax19)) general part-
ners of investment companies organized in
limited partnership form. Compliance with
the conditions of this §270.2a19-2 does not re-
lieve an investment company of any other
requirement of this Act, or except a general
partner that is an interested person by vir-
tue of any other provizion.

{a)y Director General Partners Nol
Deemed Inferested Persons., A general
partner serving az a director of a lim-
ited partnership investment company
ghall not be deemed to be an interested
person of anch company, or of any in-
veatment adviser of, or principal under-
writer for, such company, solely hy
reason of heing a partner of the limited
partnership investment company, ar a
copartner in the limited partnership
investment company with any invest-
ment adviser of, or principal under-
writer for, the company, provided that
the Limited Partnership Agreement
containg in snbatance the following:

1y Only general partners who are
natural persons shall serve as, and per-
form the functions of, directorz of the
limited partnership investment com-
pany, except that any general partner
may act as provided in paragraph
(ax2yiii) of this section.

(2) A general partner zshall not have
the anthority to act individeally on he-
hall of, or to hind, the Limited Part-
nership Inveatment Company, except:

(i) In auch person’s capacity as in-
vestment advizer, principal uander-
writer, or administrator;
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(A) Duration and application of discre-
tionary lHguidity fee. Once imposed, a
discretionary liguidity fee must be ap-
plied to all shares redeemed and must
remain in effect until the money mar-
ket fund's board of directors, including
a majority of the directors who are not
interested persons of the fund, deter-
mines that imposing such liguidity fee
ig no longer in the best interests of the
fund. Provided however, that if, at the
end of a business day, the money mar-
ket fund has invested thirty percent or
more of ite total aszsetas in weekly lig-
uid assets, the fund must cease charg-
ing the liguidity fee, effective as of the
beginning of the next business day.

(B) Duration of temporary suspension
of redemptions. The temporary suspen-
sion of redemptions must apply to all
shares and must remain in effect until
the fund's board of directors, including
a majority of the directors who are not
interested perzong of the fund, deter-
mines that the temporary suspension
of redemptions is no longer in the best
interests of the fund. Provided, how-
ever, that the fund must restore the
right of redemption on the earlier of:

(1) The beginning of the next business
day following a business day that
ended with the money market fund
having invested thirty percent or more
of its total assets in weekly lignid as-
sets; or

({2) The beginning of the next business
day following ten business days after
suspending redemptions. The money
market fund may not suspend the right
of redemption pursuant to this section
for more than ten business days in any
rolling ninety calendar day period.

(ii) Default hquidity fees. If, at the end
of a business day, the money market
fund has invested less than ten percent
of its total assets in weekly liguid as-
gets, the fund must institute a liguid-
ity fee, effective as of the beginning of
the next business day, as deacribed in
paragraphs (cH2WiiMA) and (B) of this
section, unless the fund's board of di-
rectors, including a majority of the di-
rectors who are not interested persons
of the fund, determines that imposing
the fee is not in the best interests of
the fund.

(A)Y Amount of defoult liguidity fee. The
default liguidity fee shall be one per-
cent of the value of shares redeemed

17 CFR Ch. Il (4-1-22 Edifion)

unlesg the money market fund's board
of directors, including a majority of
the directors who are not interested
persons of the fund, determines, at the
time of initial imposition or later, that
a higher or lower fee level is in the best
intereste of the fund. A liguidity fee
may not exceed two percent of the
value of the shares redeemed.

(B) Duration and application of defawli
liguidity fee. Once imposed., the default
liguidity fee must be applied to all
shares redeemed and shall remain in ef-
fect until the money market fund's
board of directors, including a majority
of the directors who are not interested
persons of the fund, determines that
imposing such liguidity fee iz not in
the best interests of the fund. Provided
however, that if, at the end of a busi-
ness day, the money market fund has
invested thirty percent or more of its
total assets in weekly liguid assets, the
fund must cease charging the liguidity
fee, effective as of the beginning of the
next business day.

(iiiy Government money market funds.
The reguirements of paragraphs
(eH2)i)y and (ii) of this section shall not
apply to a government money market
fund. A government money market
fund may, however, choose to rely on
the ability to impose liguidity fees and
suspend redemptions congistent with
the requirements of paragraph (cy2)i)
and/or (ii) of this section and any other
requirements that apply to liguidity
fees and temporary suspensions of re-
demptions (e.g.. Item 4(bi(1){ii) of Form
N-1A (§274.11A of this chapter)).

{iv) Variable contracts. Notwith-
standing section 27(i) of the Act (15
U.8.C. 80a-27(i)), a variable insurance
contract issued by a registered sepa-
rate account funding wvariable insur-
ance contracts or the sponsoring insur-
ance company of such separate account
may apply a liguidity fee or temporary
suspension of redemptions pursuant to
paragraph (c)2) of this section to con-
tract owners who allocate all or a por-
tion of their contract value to a sub-
account of the separate account that is
either a money market fund or that in-
vesta all of its assets in shares of a
money market fund.

(v) Master feeder funds. Any money
market fund (a “feeder fund™) that
owns, pursuant to section 12(dy1xE) of
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the Act (1 U.B.C. Bla—12(d}1nE)),
shares of another money market fund
(a “‘master fund”) may not impose li-
quidity fees or temporary suspensions
of redemptions under paragraphs
(CcH2Wiy and (ii) of this section, pro-
vided howewver, that if a master fund, in
which the feeder fund invests, imposes
a liguidity fee or temporary suspension
of redemptions pursnant to paragraphs
(cH2Wi)y and (ii) of this section, then the
feeder fund shall pass through to its in-
vestors the fee or redemption suspen-
sion on the same terms and conditions
as imposed by the master fund.

(d) Risk-limiting conditions—(1) Port-
folio maturity. The money market fund
must maintain a dollar-weighted aver-
age portfolio maturity appropriate to
its investment objective; provided,
however, that the money market fund
must not:

(i} Acquire any instrument with a re-
maining maturity of greater than 397
calendar days;

(ii) Maintain a dollar-weighted aver-
age portfolio maturity (“WAM™) that
exceeds 60 calendar days; or

(iii) Maintain a dollar-weighted aver-
age portfolio maturity that exceeds 120
calendar days, determined without ref-
erence to the exceptions in paragraph
(i) of thiz section regarding interest
rate readjustments (“"WAL"™).

(2) Porifolio quality—(i) General. The
money market fund must limit its
portfolio investments to those United
States dollar-denominated securities
that at the time of acguigition are eli-
gible securities.

(ii) Securities subject to guarantees. A
security that is subject to a guarantee
may be determined to be an eligible se-
curity based s=solely on whether the
guarantee is an eligible security. pro-
vided however, that the issuer of the
guarantee, or another institution, has
undertaken to promptly notify the
holder of the security in the event the
guarantee iz substituted with another
guarantee (if such substitution is per-
misgible nnder the terms of the guar-
antee).

(1ii) Securities subject fo conditional de-
mind features. A security that i= sub-
ject to a conditional demand feature
{(“*underlying security’') may be deter-
mined to be an eligible security only if:

§270.2a-7

(A) The conditional demand feature
is an eligible security;

(B) The underlying security or any
guarantee of such security is an eligi-
ble security, except that the under-
lying security or guarantee may have a
remaining maturity of more than 397
calendar days.

(C) At the time of the acquisition of
the underlyving security, the money
market fund's board of directors has
determined that there is minimal risk
that the circumstances that would re-
sult in the conditional demand feature
not being exercizable will occur; and

(1) The conditions limiting exercise
either can be monitored readily by the
fund or relate to the taxability, under
federal, state or local law, of the inter-
est payments on the security: or

(2) The terms of the conditional de-
mand feature require that the fund will
receive notice of the occurrence of the
condition and the opportunity to exer-
cise the demand feature in accordance
with its terms; and

(D) The issuer of the conditional de-
mand feature, or another institution,
has undertaken to promptly notify the
holder of the security in the event the
conditional demand feature is sub-
stituted with another conditional de-
mand feature (if such substitution is
permissible under the terms of the con-
ditional demand feature).

(3) Portfolio diversification—{i) Issuer
diversification. The money market fand
must be diversified with respect to
issuers of securities acguired by the
fund as provided in paragraphs (du3Xi)
and (ii) of this section, other than with
respect to government securities.

(A) Tarable and national funds. Imme-
diately after the acquisition of any se-
curity, a money market fund other
than a single state fund must not have
invested more than:

(1) Five percent of its total assets in
securities issued by the issuer of the
security, provided, however, that with
regpect to paragraph (d)3)ixA) of this
section, such a fund may invest up to
twenty-five percent of its total assets
in the securities of a single issuer for a
period of up to three business days
after the acquisition thereof; provided,
further, that the fund may not invest
in the securities of more than one
issuer in accordance with the foregoing
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proviso in this paragraph (dyEWinANT)
at any time; and

{2) Ten percent of its total assets in
gecurities issued by or subject to de-
mand features or guarantees from the
institution that issued the demand fea-
ture or gunarantee, provided, however,
that a tax exempt fund need only com-
ply with this paragraph (d3M}iMANZ)
with respect to eighty-five percent of
its total assets, subject to paragraph
(d)3iil) of this section.

(B)y Single state funds. Immediately
after the acquisition of any security, a
gingle state fund must not have in-
vested:

(1) With respect to seventy-five per-
cent of its total assets, more than five
percent of its total assets in securities
issued by the issuer of the security:
and

{2) With respect to seventy-five per-
cent of its total assets, more than ten
percent of its total assets in securities
igsued by or subject to demand features
or guarantees from the institution that
izgsued the demand feature or guar-
antee, subject to paragraph (d){3)iii) of
this section.

(iiy [Issuer diversification calculations.
For purposes of making calculations
under paragraph (4 3)i) of this =ec-
tion:

{A) Repurchase agreements. The acqui-
gition of a repurchase agresement may
be deemed to be an acguisition of the
underlying securities, provided the ob-
ligation of the seller to repurchase the
securities from the money market fund
iz collateralized fully and the fund's
board of directors has evaluated the
geller's creditworthinesas.

(B) Refunded securities. The acquisi-
tion of a refunded security shall be
deemed to be an acguisition of the
eacrowed government securities.

(C) Conduit securities. A conduit secu-
rity shall be deemed to be issned by the
person  (other than the municipal
issuer) ultimately responsible for pay-
ments of interest and principal on the
security.

(D) Assef-backed securities—(1) Gen-
eral. An asset-backed security acquired
by a fund (“primary ABS") shall be
deemed to be izsued by the special pur-
pose entity that issued the asset-
backed security, provided, however:

17 CFR Ch. Il (4-1-22 Edifion)

(i) Holdings of primary ABS. Any per-
son whose obligations constitute ten
percent or more of the principal
amount of the qualifying assets of the
primary ABS (“ten percent obligor™)
ghall be deemed to be an issuer of the
portion of the primary ABS such obli-
gations represent; and

(i) Holdings of secondary ABS. If a ten
percent obligor of a primary ABS is
iteelf a special purpose entity issuing
asset-backed securitiez (“‘secondary
ABR"), any ten percent obligor of such
secondary ABR also shall be deemed to
be an issuer of the portion of the pri-
mary ABS that such ten percent obli-
gor represents.

{2) Restricted special purpose eniities. A
ten percent obligor with respect to a
primary or secondary ABS shall not be
deemed to have issued any portion of
the assetz of a primary ABS as pro-
vided in paragraph (d3ii}DuI) of
this section if that ten percent obligor
is itself a special purpose entity issuing
asset-backed securities (“‘restricted
gpecial purpose entity'"). and the secu-
rities that it issues {(other than securi-
ties issned to a company that controls,
or is controlled by or under common
control with, the restricted special pur-
pose entity and which is not itself a
gpecial purpose entity issuing asset-
backed securities) are held by only one
other special purpose entity.

({3} Demand features and guaraniees.
In the case of a ten percent obligor
deemed to be an issuer, the fund must
satisfy the diversification require-
ments of paragraph (dx3Wiii) of this
section with respect to any demand
feature or guarantee to which the ten
percent obligor’s obligations are sub-
ject.

(E) Shares of other money market
funds. A money market fund that ac-
quires shares iszued by another money
market fund in an amount that would
otherwise be prohibited by paragraph
(dy3ui) of thiz section shall nonethe-
less be deemed in compliance with this
section if the board of directors of the
acquiring money market fund reason-
ably believes that the fund in which it
has invested is in compliance with this
section.

(F) Treatment of certain affiliated enti-
ties—(1) General. The money market
fund, when calculating the amount of
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its total assets invested in securities
igsued by any particular issuer for pur-
poses of paragraph (d){3)i) of this sec-
tion, must treat as a gsingle issuer two
or more issuers of securities owned by
the money market fund if one issuer
controls the other, is controlled by the
other issuer, or is under common con-
trol with the other issuer, provided
that “control” for this purpose means
ownership of more than 50 percent of
the iszner's voting securities.

(2) Eguity owners of assei-backed com-
mercial paper special purpose entities.
The money market fund is not required
to aggregate an asset-backed commer-
cial paper special purpose entity and
its equity owners under paragraph
(A} 3WIiWF 1) of this =zection provided
that a primary line of business of its
equity owners is owning eguity inter-
eats in special purpose entities and pro-
viding services to special purpose enti-
tiea, the independent equity owners’
activities with respect to the BPHs are
limited to providing management or
administrative services, and no quali-
fying assets of the special parpose enti-
ty were originated by the eguity own-
ers.

{3) Ten percent obligors. For purposes
of determining ten percent obligors
pursuant to paragraph (d}3WiiWDWI i)
of thizs section, the money market fund
must treat as a single person two or
more persons whose cobligations in the
aggregate constitute ten percent or
more of the principal amount of the
qualifying asseta of the primary ABS if
one person controls the other, is con-
trolled by the other person, or is under
common control with the person, pro-
vided that “‘control” for this purpose
meang ownership of more than 50 per-
cent of the person’s voting securities.

(iii) Diversification rules for demond
features and guaranieezs. The money
market fund must be diversified with
respect to demand features and guaran-
tees acquired by the fund as provided
in paragraphs (d)3)1i), (iii), and (iv) of
this gection, other than with respect to
a demand feature issued by the same
institution that issued the underlying
security, or with respect to a guar-
antee or demand feature that is itself a
government security.

(A) Generagl. Immediately after the
acguisition of any demand feature or

§270.2a-7

guarantee, any security subject to a
demand feature or guarantee, or a se-
carity directly issued by the issuer of a
demand feature or guarantee, a money
market fund must not have invested
more than ten percent of its total as-
seta in securities izsued by or subject
to demand features or guarantees from
the institution that issned the demand
feature or guarantee, subject to para-
graphs (d}3Wi) and (AN3(iiiB) of this
section.

(B) Tar erempi funds. Immediately
after the acquisition of any demand
feature or guarantee, any security sub-
ject to a demand feature or guarantee,
or a security directly issued by the
issuer of a demand feature or guar-
antee (any such acquisition, a “*demand
feature or guarantee acguisition') a
tax exempt fund, with respect to
eighty-five percent of its total assets,
must not have invested more than ten
percent of its total assets in securities
issued by or subject to demand features
or guarantees from the institution that
issued the demand feature or guoar-
antee; provided that any demand fea-
ture or guarantee acquisition in excess
of ten percent of the fund's total assets
in accordance with this paragraph
must be a demand feature or guarantee
issued by a non-controlled person.

(iv) Demand feature and guarantee di-
versification calculations—(A) Fractional
demand features or guarantees. In the
case of a security subject to a demand
feature or guarantee from an institu-
tion by which the institution guaran-
tees a specified portion of the value of
the security, the institution shall be
deemed to guarantee the specified por-
tion thereof.

(BY Layered demand featurss or guar-
antees. In the case of a security subject
to demand features or guarantees from
multiple institutions that have not
limited the extent of their obligations
ag described in paragraph (A}3Wivi(A)
of this section, each institution shall
be deemed to have provided the de-
mand feature or guarantee with respect
to the entire principal amount of the
security.

(V) Dhversification safe harbor. A
money market fund that satisfies the
applicable diverzification regquirements
of paragraphs (dx3) and (e) of this sec-
tion shall be deemed to have satisfied
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the diversification requirements of sec-
tion HMb}1l) of the Act (15 U.B.C. Bla—
¥bx¥l)) and the rales adopted there-
under.

(4) Portfolio hgquidity. The money mar-
ket fund must hold securities that are
sufficiently liguid to meet reasonably
foreseeable shareholder redemptions in
light of the fund's obligations under
gection Z2(e) of the Act (15 U.B.C. Bla-
22(e)) and any commitments the fund
has made to shareholders; provided,
however, that:

(i) Iliguid securifies. The money mar-
ket fund may not acquire any illiquid
security if, immediately after the ac-
quisition, the money market fund
would have invested more than five
percent of its total assets in illiguid se-
cuarities.

(iiy Minimum daily Hguidity reguire-
ment. The money market fund may not
acquire any security other than a daily
liguid asset if, immediately after the
acguigition, the fund would have in-
vested less than ten percent of its total
assets in daily liguid assets. This provi-
sion does not apply to tax exempt
funds.

(iii) Minimum weekly lguidity reguire-
ment. The money market fund may not
acquire any security other than a
weekly liguid asset if, immediately
after the acguisition, the fund would
have invested lesg than thirty percent
of its total assets in weekly liguid as-
sets.

(e) Demand features and guarantees not
retied upon. If the fund’'s board of direc-
tors has determined that the fund is
not relying on a demand feature or
guarantee to determine the guality
(pursuant to paragraph (dW2) of this
section), or maturity J(pursuant to
paragraph (i) of this section), or liquid-
ity of a portfolio security (pursuant to
paragraph (d)4) of this sectiom), and
maintains a record of this determina-
tion (pursuant to paragraphs (g)3) and
(h¥7) of this section). then the fund
may disregard such demand feature or
guarantee for all purposes of this sec-
tion.

() Defaults and other evenis—(1) Ad-
verse events. Upon the ocourrence of
any of the events specified in para-
graphs (f1)(i) through (iii) of this sec-
tion with respect to a portfolio secun-
rity, the money market fund shall dis-

17 CFR Ch. Il (4-1-22 Edifion)

pose of such security as soon as prac-
ticable consistent with achieving an
orderly disposition of the security. by
sale, exercise of any demand feature or
otherwise, abgent a finding by the
board of directors that disposal of the
portfolio security would not be in the
best intereste of the money market
fund (which determination may take
into account, among other factors,
market conditions that could affect the
orderly disposition of the portfolioc se-
carity:

(i) The default with respect to a port-
folio security (other than an immate-
rial default unrelated to the financial
condition of the issuer):;

(ii)} A portfolio security ceases to be
an eligible security (e.g., no longer pre-
sents minimal credit risks); or

(iii) An event of insoclvency occurs
with respect to the issuer of a portfolio
security or the provider of any demand
feature or guarantee.

(2) Notice to the Commission. The
money market fund must notify the
Commission of the occurrence of cer-
tain material events, as specified in
Form N-CR (§274.222 of this chapter).

(3) Defaults for purposes of paragraphs
(1) and (2) of this section. For purposes
of paragraphs (f){1} and (2) of this sec-
tion, an instrument subject to a de-
mand feature or guarantee shall not be
deemed to be in default (and an event
of insolvency with respect to the secn-
rity shall not be deemed to have oc-
cuarred) if:

(i) In the case of an instrument sub-
ject to a demand feature, the demand
feature has been exercised and the fund
has recovered either the principal
amount or the amortized cost of the in-
strument, plus accrued interest;

(ii} The provider of the guarantee is
continning, without protest, to make
payments as duoe on the instrument: or

(iii) The provider of a guarantee with
respect to an asset-backed security
pursuant to paragraph (a)16¥ii) of this
section is continuing, without protest,
to provide credit, liguidity or other
support as necesgary to permit the
asset-backed security to make pay-
ments as due.

(g) Reguired procedures. The money
market fund's board of directors must
adopt written procedures including the
following:
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(1) Funds wsing amortized cost. In the
case of a government or retail money
market fund that unses the amortized
cost method of waluation, in super-
viging the money market fund's oper-
ations and delegating special respon-
gibilities involving portfolioc manage-
ment to the money market fund's in-
vestment adviser, the money market
fund's board of directors, as a par-
ticular responsibility within the over-
all duty of care owed to its share-
holders, shall establish written proce-
dures reasonably designed, taking into
account current market conditions and
the money market fund's investment
objectives, to stabilize the money mar-
ket fund’s net asset value per share, as
computed for the purpose of distribu-
tion, redemption and repurchase, at a
single value.

(i) Specific procedures. Included within
the procedures adopted by the board of
directors shall be the following:

(A) Shadow pricing. Written proce-
dures shall provide:

(1) That the extent of deviation, if
any, of the current net asset value per
share calculated using available mar-
ket quotations (or an appropriate sub-
stitute that reflects current market
conditions) from the money market
fund's amortized cost price per share,
shall be calculated at least daily, and
at such other intervals that the board
of directors determines appropriate and
reasonable in light of current market
conditions;

(2) For the periodic review by the
board of directors of the amount of the
deviation as well as the methods used
to calculate the deviation: and

(3) For the maintenance of records of
the determination of deviation and the
board's review thereof.

(B) Prompt consideration of deviation.
In the event such deviation from the
money market fund's amortized cost
price per share exceeds 4 of 1 percent,
the board of directors shall promptly
consider what action, if any. should be
initiated by the board of directors.

(C)y Material dilution or unfoilr results.
Where the board of directors believes
the extent of any deviation from the
money market fund's amortized cost
price per share may result in material
dilution or other unfair results to in-
vestors or existing shareholders, it

§270.2a-7

shall cause the fund to take such ac-
tion as it deems appropriate to elimi-
nate or reduce to the extent reasonably
practicable such dilution or unfair re-
sults.

(ii) [Reserved]

(2} Funds using penny rounding. In the
case of a government or retail money
market fund that wuses the penny
rounding method of pricing, in super-
vising the money market fund's oper-
ations and delegating special respon-
gibilities involving portfolioc manage-
ment to the money market fund's in-
vestment adviser, the money market
fund’s board of directors, as a par-
ticular respongibility within the over-
all duty of care owed to its share-
holders, must establish written proce-
dures reagonably designed, taking into
account current market conditions and
the money market fund's investment
objectives, to assure to the extent rea-
sonably practicable that the money
market fund's price per share as com-
puted for the purpose of distribution.
redemption and repurchase, rounded to
the nearest one percent, will not devi-
ate from the single price established by
the board of directors.

(3) Ongoeing Review of Credit Risks. The
written procedures must reguire the
adviger to provide ongoing review of
whether each security (other than a
government security) continues to
present minimal credit risks. The re-
view must:

(i) Include an assessment of each se-
curity’s credit quality, including the
capacity of the issuer or guarantor (in-
cluding conditional demand feature
provider, when applicable) to meet its
financial obligations; and

(ii) Be based on, among other things,
financial data of the issuer of the port-
folio security or provider of the guar-
antee or demand feature, as the case
may be, and in the case of a security
subject to a conditional demand fea-
ture, the izsuer of the security whose
financial condition must be monitored
under paragraph (d}2Wiii) of this sec-
tion, whether =such data is publicly
available or provided under the terms
of the security’s governing documents.

(4) Securities subject to demand featiures
or guaraniees. In the case of a security
subject to one or more demand features
or guarantees that the fund's board of
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directors has determined that the fund
ig not relying on to determine the gual-
ity (pursuant to paragraph (dy2) of this
section), maturity (pursunant to para-
graph (i) of this sectiom) or liguidity
(pursuant to paragraph (dW4) of this
section) of the security subject to the
demand feature or guarantee, written
procedures must require periodic eval-
uation of such determination.

(8) Adjustable rate securities without
demand features. In the case of a vari-
able rate or floating rate security that
is not subject to a demand feature and
for which maturity is determined pur-
suant to paragraph (i)1), (iM2) or (i)4)
of this section, written procedures
shall require periodic review of wheth-
er the interest rate formula, upon read-
justment of its interest rate, can rea-
sonably be expected to canse the secu-
rity to have a market value that ap-
proximates ite amortized cost value.

(6) Ten percent obligors of asset-backed
securities. In the case of an asset-
backed security, written procedures
must: require the fund to periocdically
determine the number of ten percent
obligors (as that term is used in para-
graph (A)3¥iiyWD) of this s=section)
deemed to be the issners of all or a por-
tion of the asset-backed security for
purposes of paragraph (dp3MiiND) of
this section; provided, however, writ-
ten procedures need not reguire peri-
odic determinationa with respect to
any azset-backed security that a fund's
board of directors has determined, at
the time of acquisition, will not have,
or is unlikely to have, ten percent obli-
gors that are deemed to be issuners of
all or a portion of that asset-backed se-
curity for purposes of paragraph
(A} 3WiinD) of this section, and main-
tains a record of this determination.

(T) Asset-backed securities not subject to
guarantees. Im the case of an asset-
backed security for which the fund's
board of directors has determined that
the fund iz not relying on the sponsor's
financial strength or ite ability or will-
ingness to provide liguidity, credit or
other support in connection with the
asset-backed security to determine the
quality (pursuant to paragraph (4)(2) of
thi= section) or liguidity (pursuant to
paragraph (d)(4) of this section) of the
agget-backed security, written proce-
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dureg must require periodic evaluation
of such determination.

(8) Stress Testing. Written procedures
must provide for:

(i} General. The periodic stress test-
ing, at such intervals as the board of
directors determines appropriate and
reasonable in light of current market
conditions, of the money market fund's
ability to hawve invested at least ten
percent of its total assets in weekly
liguid assets, and the fund’'s ability to
minimize principal wvolatility (and, in
the caze of a money market fund using
the amortized cost method of valuation
or penny rounding method of pricing as
provided in paragraph (c)1) of this sec-
tion, the fund’s ability to maintain the
stable price per share established by
the board of directors for the purpose
of distribution, redemption and repur-
chase), based upon specified hypo-
thetical events that include, but are
not limited to:

{A) Increases in the general level of
short-term interest rates, in combina-
tion with various levels of an increase
in shareholder redemptions;

(B) An event indicating or evidencing
credit deterioration, such asz a down-
grade or default of particular portfolio
security positions, each representing
varions portions of the fund's portfolio
(with varying assumptions about the
resulting loss in the value of the secu-
rity), in combination with various lev-
els of an increase in shareholder re-
demptions;

(C)y A widening of spreads compared
to the indexes to which portfolic secu-
rities are tied in various sectors in the
fund’s portfolio (in which a sector is a
logically related subset of portfolio se-
cuarities, such as securities of issuers in
gimilar or related industries or geo-
graphic region or securities of a simi-
lar security type), in combination with
various levels of an increase in share-
holder redemptions; and

(D) Any additional combinations of
events that the adviser deems relevant.

(iiy A report on the results of such
testing to be provided to the board of
directors at its next regularly =sched-
uled meeting (or sconer, if appropriate
in light of the results), which report
must include:

{A) The date(s) on which the testing
was performed and an assessment of
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the money market fund's ability to
have invested at least ten percent of its
total assets in weekly liguid assets and
to minimire principal volatility (and,
in the case of a money market fund
uging the amortized cost method of
valuation or penny rounding method of
pricing as provided in paragraph (c)(1)
of thiz section to maintain the stable
price per share established by the
board of directors); and

(B) An assessment by the fund's ad-
viser of the fund’'s ability to withstand
the events (and concurrent occurrences
of those events) that are reasonably
likely to occur within the following
yvear, Iincluding such information as
may reasonably be necessary for the
board of directors to ewvaluate the
stress testing conducted by the adviser
and the results of the testing. The fund
advizer must include a summary of the
significant assumptions made when
performing the stress tests.

(h) Recordieeping and reporting—(1)
Written procedures. For a period of not
lesz than six years following the re-
placement of existing procedures with
new procedures (the first two years in
an easily accessible place), a written
copy of the procedures (and any modi-
fications thereto) described in this sec-
tion must be maintained and preserved.

(2) Board consziderations and actions.
For a period of not less than six years
{the first two years in an easily acces-
gible place) a written record must be
maintained and preserved of the board
of directors’ congiderations and actions
taken in connection with the discharge
of its responsibilities, as set forth in
this section, to be included in the min-
utez of the board of directors’ meet-
ings.

(3) Credit risk analysiz. For a period of
not less than three years from the date
that the credit risks of a portfolio se-
curity were most recently reviewed, a
written record must be maintained and
preserved in an easily accessible place
of the determination that a portfolic
security is an eligible security, includ-
ing the determination that it presents
minimal credit risks at the time the
fund acguires the security, or at such
later times (or upon such events) that
the board of directors determines that
the investment adviser must reassess

§270.2a-7

whether the security presents minimal
credit risks.

(4) Determinations with respect to ad-
justable rate securities. For a period of
not less than three years from the date
when the assesament was most re-
cently made, a written record must be
preserved and maintained, in an easily
accessible place, of the determination
required by paragraph (gk5) of this sec-
tion (that a variable rate or floating
rate security that is not subject to a
demand feature and for which maturity
is determined pursuant to paragraph
{(IW1), (iM2) or (i}4) of this =section can
reasonably be expected, npon readjust-
ment of its interest rate at all times
during the life of the instrument, to
have a market value that approximates
its amortized cost).

(5) Determinations with respect to assel-
backed securities. For a period of not
leza than three wyears from the date
when the determination was most re-
cently made, a written record must be
preserved and maintained, in an easily
accessible place, of the determinations
required by paragraph (g)(6) of this sec-
tion (the number of ten percent obli-
gors (as that term is used in paragraph
(A¥3Wiin D) of this section) deemed to
be the issuers of all or a portion of the
asset-backed security for purposes of
paragraph (dW3Mii}D) of this section).
The written record must include:

(i) The identities of the ten percent
obligors (as that term is used in para-
graph (d}¥3WiixD) of this section), the
percentage of the qualifying assets con-
stituted by the securities of each ten
percent obligor and the percentage of
the fund's total assets that are in-
vested in securities of each ten percent
obligor; and

(ii) Any determination that an asset-
backed security will not have, or is un-
likely to have, ten percent obligors
deemed to be issuers of all or a portion
of that asset-backed security for pur-
poses of paragraph (d}3)ii)}D) of this
section.

(6) Evaluations with respect to assel-
backed szecurities not subject to guaran-
tees. For a period of not legs than three
vears from the date when the evalua-
tion was most recently made, a written
record must be preserved and main-
tained, in an easily accessible place, of
the evaluation required by paragraph

345

{00044495.4 1956-7601851 }




§270.2a-7

(g)Ty of this section (regarding asset-
backed securities not subject to guar-
antees).

(T) Evaluations with respect fto securi-
tieg subject to demand featfures or Quaran-
tees. For a period of not less than three
years from the date when the evalua-
tion was most recently made, a written
record must be preserved and main-
tained, in an easily accesgible place, of
the evaluation required by paragraph
{(g)(4) of this section (regarding securi-
ties subject to one or more demand fea-
tures or guarantees).

(8) Reports with respect to stress testing.
For a period of not less than six years
{the first two years in an easily acces-
gible place), a written copy of the re-
port required under paragraph (gMB)ii)
of this section mnust be maintained and
preserved.

(%) Inspection of records. The docu-
ments pregerved pursuant to paragraph
{h) of this section are subject to inspec-
tion by the Commission in accordance
with section 31(b) of the Act (15 U.B.C.
80a—30(b)) as if such documents were
records reguired to be maintained pur-
suant to rules adopted under section
31{a) of the Act (156 U.2.C. B0a-30{a.)).

(10y Web site disclosure of portfolio
holdings and other fund information. The
money market fund must post promi-
nently on its Web gite the following in-
formation:

(i) For a pericd of not less than =ix
months, beginning no later than the
fifth business day of the month, a
schedule of its investments, as of the
last business day or subsequent cal-
endar day of the preceding month, that
includes the following information:

(A) With respect to the money mar-
ket fund and each class of redeemable
shares thereof:

(1) The WAM: and

{2) The WATL.

(B) With respect to each security
held by the money market fund:

(1) Name of the issuer;

(2) Category of investment (indicate
the category that identifies the instru-
ment from among the following: U.S.
Treasury Debt; U.2. Government Agen-
cy Debt; Non-U.8. Bovereign, Sub-Sov-
ereign and SBupra-National debt; Cer-
tificate of Deposit: Non-Negotiable
Time Deposit; Variable Rate Demand
Note; Other Municipal Security: Asset

17 CFR Ch. 1l (4-1-22 Edifion)

Backed Commercial Paper; Other Asset
Backed Becurities; U.8. Treasury Re-
purchase Agreement, if collateralized
oenly by U.2. Treasuriez (including
Strips) and cash; U.B. Government
Agency Repurchase Agreement,
collateralized only by U.5. Government
Agency securities, U.3. Treasuries, and
cash; Other Repurchase Agreement, if
any collateral falls outside Treasury,
Government Agency and cash: Insur-
ance Company Funding Agreement; In-
vestment Company: Financial Com-
pany Commercial Paper; and Non-Fi-
nancial Company Commercial Paper. If
Other Instrument, include a brief de-
scription);

(3) CURIP number (if any);

{4) Principal amount:

(5) The maturity date determined by
taking into account the maturity
shortening provisions in paragraph (i)
of this section (i.e., the maturity date
uged to calculate WANM under para-
graph {dy1xii) of this section):

{(6) The maturity date determined
without reference to the exceptions in
paragraph (1) of this section regarding
interest rate readjustments (i.e., the
maturity used to calculate WAL under
paragraph (d)1)iii) of this section);

{7y Conpon or yield; and

(&) Value.

(iiy A schedule, chart, graph. or other
depiction, which must be updated each
businezs day as of the end of the pre-
ceding business day, showing, as of the
end of each business day during the
preceding six months:

{A) The percentage of the money
market fund's total assets invested in
daily liguid assets;

{B) The percentage of the money
market fund's total assets invested in
weekly liguid assets; and

{C) The money market fund's net
inflows or outflows.

(iii) A schedule, chart, graph., or
other depiction showing the money
market fund’'s net asset value per share
{which the fund must calculate based
on current market factors before ap-
plying the amortized cost or penny-
rounding method, if used), rounded to
the fourth decimal place in the case of
funds with a $1.000 share price or an
equivalent level of accuracy for funds
with a different share price (e.g., $10.00
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per share), a8 of the end of each busi-
nesa day duaring the preceding =ix
months, which must be updated each
business day as of the end of the pre-
ceding business day.

(iv) A link to a Web site of the SBecu-
rities and Exchange Commisaion where
a user may obtain the most recent 12
months of publicly available informa-
tion filed by the money market fund
pursuant to §270.30b1-T.

(v) For a period of not less than one
year, beginning no later than the same
business day on which the money mar-
ket fund files an initial report on Form
N-CR (§274.222 of this chapter) in re-
sponse to the occourrence of any event
specified in Parts C, E, F. or G of Form
N-CR, the same information that the
money market fund is required to re-
port to the Commission on Part C
{(Items C.1, C.2, C.3, C4, C5, C6, and
C.7T), Part E (Items E.1. E.2, E.3, and
E.4), Part F (Items F.1 and F.2), or Part
G of Form N-CR concerning such
event., along with the following state-
ment: ““The Fund was reguired to dis-
close additional information about this
event [or “‘these events,”” as appro-
priate] on Formi N-CR and to file this
form with the Becurities and Exchange
Commission. Any Form N-CR filing
submitted by the Fund is available on
the EDGAR Databaze on the Becurities
and Exchange Commission’'s Internet
site at hitp.www.sec.gov.”

(11} Processing of fransactions. A gov-
ernment money market fund and a re-
tail money market fund (or its transfer
agent) must have the capacity to re-
deem and sell securities issued by the
fund at a price based on the current net
agzet value per share puarsuant to
§270.22c-1. Buch capacity must include
the ability to redeem and sell securi-
ties at prices that do not correspond to
a stable price per share.

(iy Maturity of portfolio securities. For
purposes of this section, the maturity
of a portfolio security shall be deemed
to be the period remaining (calculated
from the trade date or such other date
on which the fund’s interest in the se-
curity iz subject to market action)
until the date on which, in accordance
with the terms of the security. the
principal amount must nnconditionally
be paid., or in the case of a security
called for redemption, the date on
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which the redemption payment must
be made, except as provided in para-
graphs (iy1) through (iN8) of thizs sec-
tion:

(1) Adjustable rate government securi-
ties. A government =ecurity that is a
variable rate security where the wvari-
able rate of interest is readjusted no
less frequently than every 397 calendar
daya shall be deemed to have a matu-
rity¥ egual to the period remaining
until the next readjustment of the in-
terest rate. A pgovernment security
that is a floating rate security shall be
deemed to have a remaining maturity
of one day.

(2) Short-term variable rate securities. A
variable rate security, the principal
amount of which, in accordance with
the terms of the security, must uncon-
ditionally be paid in 397 calendar days
or less shall be deemed to have a matu-
rity equal to the earlier of the period
remaining until the next readjustment
of the interest rate or the period re-
maining until the principal amount
can be recovered through demand.

(3) Long-term variable rate securities. A
variable rate security, the principal
amount of which is scheduled to be
paid in more than 397 calendar days,
that is subject to a demand feature,
shall be deemed to have a maturity
equal to the longer of the period re-
maining until the next readjustment of
the interest rate or the period remain-
ing until the principal amount can be
recovered through demand.

(4) Short-term floating rate securities. A
floating rate security, the principal
amount of which, in accordance with
the terms of the security, must uncon-
ditionally be paid in 397 calendar days
or less shall be deemed to have a matu-
rity of one day, except for purposes of
determining WAL under paragraph
(d){1yiiil) of this section. in which case
it shall be deemed to have a maturity
equal to the period remaining until the
principal amount can be recovered
through demand.

(5) Long-term floating rate securities. A
floating rate security., the principal
amount of which is acheduled to be
paid in more than 397 calendar days,
that is subject to a demand feature,
ghall be deemed to have a maturity
equal to the period remaining until the
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principal amount can be recovered
through demand.

(6) Repurchase agreements. A Tepur-
chase agreement shall be deemed to
have a maturity equal to the period re-
maining until the date on which the re-
purchase of the underlying securities is
scheduled to occur., or, where the
agreement is subject to demand. the
notice period applicable to a demand
for the repurchase of the securities.

(Ty Portfolio lending agreements. A
portfolio lending agreement shall be
treated as having a maturity equal to
the period remaining until the date on
which the loaned securities are sched-
uled to be returned, or where the agree-
ment iz subject to demand, the notice
period applicable to a demand for the
return of the loaned securities.

(8) Money market fund securitics. An
investment in a money market fund
shall be treated as having a maturity
egqual to the period of time within
which the acguired money market fund
ig required to make payment upon re-
demption, unless the acquired money
market fund has agreed in writing to
provide redemption proceeds to the in-
vesting money market fund within a
shorter time pericd. in which case the
maturity of such investment shall be
deemed to be the shorter period.

(i) Delegation. The money market
fund’'s board of directors may delegate
to the fund's investment adviser or of-
ficers the responsibility to make any
determination required to be made by
the board of directors under this sec-
tion other than the determinations re-
quired by paragraphs (c)(1) (board find-
ings), (c)}2)i) and (ii) (determinations
related to liguidity feeg and temporary
suspensions of redemptions), (fjl) (ad-
verse events), (gi(l) and (2) (amortized
cost and penny rounding procedures),
and (g¥8) (stress testing procedures) of
this section.

(1) Written guidelines. The board of di-
rectors must establish and periodically
review written guidelines (including
guidelines for determining whether se-
curities present minimal credit risks
a8 required in paragraphs (dW2) and
{gi3) of this section) and procedures
under which the delegate makes such
determinations.

(2) Oversight. The board of directors
must take any measures reasonably

17 CFR Ch. Il (4-1-22 Edifion)

necesgary (through periodic reviews of
fund investments and the delegate's
procedures in connection with invest-
ment decisions and prompt review of
the adviser's actions in the event of the
default of a security or event of insol-
vency with respect to the issuer of the
security or any guarantee or demand
feature to which it is subject that re-
quires notification of the Commisgion
under paragraph (f32) of this section by
reference to Formm N-CR (§274.222 of
thiz chapter)) to assure that the guide-
lines and procedures are being fol-
lowed.

[79 FE 47958, Aug. 14, 2014, as amended at 80
FE 58153, Sept. 25, 2015]

§270.2a19-2 Investment company gen-
eral partners not deemed interested
Persons.

PRELIMINARY NOTE TO §270.2a18-2: This
§270,2219-2 conditionally excepts from the
definitlon of interested person in sectlon
2(a)19) (15 U.S.C. 80a-2(a)(19)) goneral part-
ners of Investment companles organized in
limited partnership form. Compliance with
the conditions of this §270.2319-2 does not re-
lleve an investment company of any other
requirement of this Act, or except a general
partner that 12 an interested person by vir-
tue of any othar provision.

(a) Dhrector General Paortners Not
Deemed Imteresied Persons. A general
partner serving as a director of a lim-
ited partnership investment company
shall not be deemed to be an interested
person of such company, or of any in-
vestment adviser of, or principal under-
writer for, such company. solely by
reason of being a partner of the limited
partnership investment company., or a
copartner in the limited partnership
investment company with any invest-
ment adviser of, or principal under-
writer for, the company, provided that
the Limited Partnership Agreement
contains in substance the following:

(1) Omnly general partners who are
natural persons shall serve as, and per-
form the functions of, directors of the
limited partnership investment com-
pany, except that any general partner
may act as provided in paragraph
{a)2)yiii) of this section.

(2) A general partner shall not have
the anthority to act individually on be-
half of, or to bind., the Limited Part-
nership Investment Company,. exceph:
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GLOSSARY
AGENCIES: Federal agency securities
ASKED: The price at which securities are offered.

BANKERS' ACCEPTANCE (BA): A draft or bill or exchange accepted by a bank or trust
company. The accepting institution guarantees payment of the bill, as well as the issuer.

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

BROKER: A broker brings buyers and sellers together for a commission.

CERTIFICATE OF DEPOSIT (CD): A time deposit with a specific maturity evidenced by a
certificate. Large denomination CDs are typically negotiable.

COLLATERAL: Securities, evidence of deposit or other property, which a borrower pledges to
secure repayment of a loan. Also refers to securities pledged by a bank to secure deposits of
public monies.

COMPREHENSIVE-ANNUAL COMPREHENSIVE FINANCIAL REPORT (ACCAFR): The
official annual report for the City of Pembroke Pines. It includes five combined statements for
each individual fund and account group prepared in conformity with GAAP. It also includes
supporting schedules necessary to demonstrate compliance with finance related legal and
contractual provisions, extensive introductory material, and a detailed Statistical Section.

COUPON: (a) The annual rate of interest that a bond's issuer promises to pay the bondholder
on the bond's face value. (b) A certificate attached to a bond evidencing interest due on a
payment date.

DEALER: A dealer as opposed to a broker acts as a principal in all transactions, buying and
selling for his own account.

DEBENTURE: A bond secured only by the general credit of the issuer.

DELIVERY VERSES PAYMENT: There are two methods of delivery of securities: delivery versus
payment and delivery versus receipt. Delivery versus payment is delivery of securities with an
exchange of money for the securities. Delivery versus receipt is delivery of securities with an
exchange of a signed receipt for the securities.

DISCOUNT: The difference between the cost price of a security and its maturity when quoted at
lower than face value. A security selling below original offering price shortly after sale also is
considered to be at a discount.

DISCOUNT SECURITIES: Non-interest bearing money market instruments that are issued a
discount and redeemed at maturity for full face value, e.g. U.S. Treasury Bills.

DIVERSIFICATION: Dividing investment funds among a variety of securities offering
independent returns.

B
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DURATION: The weighted average maturity of the security’s cash flows, where the present
value of the cash flows serve as the weights. The greater the duration of a security, the greater
its percentage price volatility.

EFFECTIVE DURATION:  Adjusts the security’s expected cash flows based on changes in
interest rates to calculate the weighted average maturity of the cash flows, where the present
value of the cash flows serve as the weights. The greater the effective duration of a security, the
greater its percentage price volatility.

FEDERAL CREDIT AGENCIES: Agencies of the Federal government set up to supply credit to
various classes of institutions and individuals, e.g., S&L's, small business firms, students, farmers,
farm cooperatives, and exporters.

FEDERAL DEPOSIT INSURANCE CORPORATION (FDIC): A Federal agency that insures bank
deposits, currently up to $100,000 per deposit.

FEDERAL FUNDS RATE: The rate of interest at which Fed funds are traded. This rate is
currently pegged by the Federal Reserve through open-market operations.

FEDERAL HOME LOAN BANKS (FHLB): The institutions that regulate and lend to savings and
loan associations. The Federal Home Banks play a role analogous to that played by the Federal
Reserve Banks vis-a-vis member commercial banks.

FEDERAL NATIONAL MORTGAGE ASSOCIATION (FNMA): FNMA, like GNMA, was chartered
under the Federal National Mortgage Association Act in 1938. FNMA is a federal corporation
working under the auspices of the Department of Housing and Urban Development (HUD). Itis
the largest single provider of residential mortgage funds in the United States. Fannie Mae, as the
corporation is called, is a private stockholder-owned corporation. The corporation's purchases
include a variety of adjustable mortgages and second loans, in addition to fixed-rate mortgages.
FNMA's securities are also highly liquid and are widely accepted. FNMA assumes and
guarantees that all security holders will receive timely payment of principal and interest.

FEDERAL OPEN MARKET COMMITTEE (FOMC): Consists of seven members of the Federal
Reserve and five of the twelve Federal Reserve Bank Presidents. The President of the New York
Federal Reserve Bank is a permanent member, while the other Presidents serve on a rotating
basis. The Committee periodically meets to set Federal Reserve guidelines regarding purchases
and sales of Government Securities in the open market as a means of influencing the volume of
bank credit and money.

FEDERAL RESERVE SYSTEM: The central bank the United States created by Congress and
consisting of a seven member Board of Governors in Washington, D.C., 12 regional banks and
about 5,700 commercial banks that are members of the system.

FEDERAL RESERVE SYSTEM: The central bank of the United States created by Congress and
consisting of seven member Board of Governors in Washington, D.C., 12 regional banks and
about 5,700 commercial banks that are members of the system.

GOVERNMENT NATIONAL MORTGAGE ASSOCIATION (GNMA): Securities influencing the
volume of bank credit guaranteed by GNMA and issued by mortgage bankers, commercial banks,
savings and loan associations, and other institutions. Security holder is protected by full faith and
credit of the U.S. Government. GNMA securities are backed by the FHA, VA or FMHM

{00044495.4 1956-7601851 } C_B%



mortgages. The term "passthroughs" is often used to describe GNMA.

LAND TRUST: Any written instrument as provided in either Section 689.07 or 689.071,
Florida Statutes, as may be amended from time to time, which provides for the holding of title to
any interest in real property by any person, corporation, bank, trust company, or other entity
qualified to act as a fiduciary in the State of Florida, in which the instrument, regardless of whether
recorded in the public records of Broward County or filed in the official records of the City, provides
that the person, corporation, bank, trust company, or other entity is designated “trustee,” or “as
trustee,” provided the trust instrument confers on the trustee the power and authority to either to
protect and conserve, or to sell, or to lease, or to encumber, or otherwise to manage and dispose
of the real property described in the trust instrument.

LIQUIDITY: A liquid asset is one that can be converted easily and rapidly into cash without a
substantial loss of value. In the money market, a security is said to be liquid if the spread between
bid and asked prices is nharrow and reasonable size can be done at those quotes.

LOCAL GOVERNMENT INVESTMENT POOL (LGIP): The aggregate of all funds from political
subdivisions that are placed in the custody of the State Treasurer for investment and
reinvestment.

MARKET VALUE: The price at which a security is trading and could presumably be purchased
or sold.

MASTER REPURCHASE AGREEMENT: A written contract covering all future transactions
between the parties to repurchase--reverse repurchase agreements that establishes each party's
rights in the transactions. A master agreement will often specify, among other things, the right of
the buyer-lender to liquidate the underlying securities in the event of default by the seller-
borrower.

MATURITY: The date upon which the principal or stated value of an investment becomes due
and payable.

MONEY MARKET: The market in which short-term debt instruments (bills, commercial paper,
bankers' acceptances, etc.) are issued and traded.

OFFER: The price asked by a seller of securities. (When you are buying securities, you ask for
an offer.) See Asked and Bid.

OPEN MARKET OPERATIONS: Purchases and sales of government and certain securities in
the open market by the New York Federal Reserve Bank as directed by FOMC in order to
influence the volume of money and credit in the economy. Purchases inject reserves into the
bank system and stimulate growth of money and credit; sales have the opposite effect. Open
market operations are the Federal Reserve's most important and most flexible monetary policy
tool.
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PECUNIARY FACTOR: Factor that the plan administrator, named fiduciary, board, or board of
trustees prudently determines is expected to have a material effect on the risk or returns of an
investment based on appropriate investment horizons consistent with the investment objectives
and funding policy of the retirement system or plan.

PORTFOLIO: Collection of securities held by an investor.

PRIMARY DEALER: A group of government securities dealers who submit daily reports of market
activity and positions and monthly financial statements to the Federal Reserve Bank of New York
and are subject to its informal oversight. Primary dealers include Securities and Exchange
Commission (SEC) - registered securities broker-dealers, banks, and a few unregulated firms.

PRUDENT PERSON RULE: An investment standard. In some states the law requires that a
fiduciary, such as a trustee, may invest money only in a list of securities selected by the custody
state; the so-called legal list. In other states the trustee may invest in a security if it is one, which
would be bought by a prudent person of discretion and intelligence who is seeking a reasonable
income and preservation of capital.

QUALIFIED PUBLIC DEPOSITORIES: Any bank, savings bank, or savings association that: (a)
is organized and exists under the laws of the United States, the laws of this state or any other
state or territory of the United States; (b) has its principal place of business in this state or has a
branch office in this state which is authorized under the laws of this state or of the United States
to receive deposits in this state; (c) has deposit insurance under the provision of the Federal
Deposit Insurance Act, as amended, 12 U.S.C. ss. 1811 et seq.; (d) has procedures and practices
for accurate identification, classification, reporting, and collateralization of public deposits; (e)
meets all the requirements of Florida Statute Chapter 280; and (f) has been designated by the
Treasurer as a qualified public depository.

RATE OF RETURN: The yield obtainable on a security based on its purchase price, its current
market price and other cash flows

REAL ESTATE: Real property, either developed or undeveloped, located within the
corporate limits of the City of Pembroke Pines, as may be amended from time to time.

REAL ESTATE INVESTMENT TRUST ("REIT"): An entity that owns, and operates income-
producing real estate such as apartments, shopping centers, offices, hotels and warehouses. A
REIT must be properly established and authorized to operate pursuant to applicable Federal and
State laws and regulations, as may be amended from time to time.

REPURCHASE AGREEMENT (RP OR REPO): A holder of securities sells the securities to an
investor with an agreement to repurchase them at a fixed price on a fixed date. The security
"buyer" in effect lends the "seller" money for the period of the agreement, and the terms of the
agreement, and the terms of the agreement are structured to compensate him for this. Dealers
use RP extensively to finance their positions. Exception: When the Fed is said to be doing RP, it
is lending money that is, increasing bank reserves.

SAFEKEEPING: A service to customers rendered by banks for a fee whereby securities and
valuables and descriptions are held in the bank's vaults for protection.

SECONDARY MARKET: A market made for the purchase and sale of outstanding issues
following the initial distribution.

?

{00044495.4 1956-7601851 }



