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CITY OF PHOENIX, ARIZONA 
INVESTMENT POLICY 

 
 
INTRODUCTION 
 
Effective cash flow management and cash investment practices are recognized as essential to 
good fiscal management. The investment policy of the City of Phoenix (the “City”) is intended to 
provide for the prudent and efficient investment of the City's temporarily idle cash while safely 
maximizing returns within carefully defined investment parameters.  The investment policies and 
practices of the City are based on guidelines mandated by Arizona state statute, the Phoenix City 
Code, and prudent money management. 
 
Arizona Revised Statute (“ARS”) Title 35, Article 2 outlines eligible investments for state and city 
treasury monies.  ARS Section 35-321(11) provides that cities governed by charter have the 
option (emphasis added) of operating their investments under Title 35, Article 2.  The City is a 
chartered city and has elected to establish its own investment policy.  General procedures for the 
investment of City monies are prescribed in the City of Phoenix Municipal Code (the “Code”), 
Chapter 13, Article 1, Section 2 (see “Appendix C - City of Phoenix Municipal Code”).  ARS Section 
35-329 does, however, require that charter cities follow the collateral requirements outlined in ARS 
Section 35-323 (G) (see “Appendix B - Arizona Revised Statutes”, page B-2). 
 
 
 
For a list of terms and definitions commonly used in cash management, see “Appendix A - 
Glossary of Cash Management Terms”. 
 
 
 
It is the City's full intent, at the time of purchase, to hold all investments until maturity in order to 
ensure the return of all invested principal. However, it is realistically anticipated that market prices 
of securities purchased as investments will vary depending on economic conditions, interest rate 
fluctuations, or individual security credit factors. In a well diversified investment portfolio, such 
temporary variations in market value will inevitably result in measurable unrealized losses at any 
specific point in time. Through the maintenance of sufficient diversification of investments, the 
forced liquidation of investments at a loss will be avoided, if at all possible; however, from time to 
time, changes in economic or market conditions may dictate that it is in the City's best interest to 
sell a security prior to maturity to meet unplanned or unanticipated cash flow demands, at a 
potential loss of investment principal. 
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SCOPE 
 
This Investment Policy applies to the investment activities of the City related to monies on deposit 
in the City’s Treasurer’s Pool (the “Pool”).  Various City cash resources have been combined to 
form the Pool.  The purpose of the commingled Pool is to offer increased liquidity and 
diversification to the City’s various funds and to assist the City in managing its cash and 
investments on a Citywide basis.  The Pool is invested as a unit, based on the anticipated 
combined cash flows of all Pool participating funds and the City’s overall cash operating 
requirements.  Earnings on the Pool are allocated based on each fund’s average daily balance 
during the reporting period. 
 
Monies not commingled in the Pool include the City of Phoenix Employees’ Retirement System 
(“COPERS”); the City of Phoenix’s Deferred Compensation Plan (“DCP”); and other funds that are 
specifically and formally excluded (“Other Funds”).  Other Funds consist primarily of bond 
proceeds, dedicated reserves and other programs in which investment in a commingled portfolio is 
either not permitted or not practicable.  Other Funds will be invested 1) in accordance with their 
governing covenants, regulations, laws, and policies and 2) when not in conflict with (1), in 
accordance with this Investment Policy.   
 
This Investment Policy shall serve as a general guideline, without conflict to governing covenants, 
regulations, laws, or policies, for the investment of monies in Other Funds that the City’s Finance 
Department has been given formal authority to invest.  Due to the relatively small anticipated size 
and the unique uses of the Other Funds, the percentage limitations stipulated under “Authorized 
Investments” may be waived if deemed prudent to do so by the Chief Financial Officer. 
 
The provisions of this Investment Policy shall not apply to those funds of COPERS, DCP or certain 
funds held in a trust, which are externally managed and governed by their own investment policies. 
 
 
OBJECTIVES 
 
The objective of the investment policy is to provide guidelines for insuring the safety of funds 
invested while maximizing investment interest income to the City. 
 
The City’s investment objectives, in order of priority, shall be: 
 
1. Safety - Safety of principal shall be the foremost objective.  Investments shall be made with 

the primary aim of avoiding capital losses and preserving principal.  To help attain this 
objective, the City shall diversify its investments by investing among a variety of securities 
types, issuers and maturity dates. 

 
2. Liquidity - An adequate percentage of the funds shall remain liquid in order to meet 

anticipated cash disbursement requirements. 
 
3. Yield - After the basic requirements of safety and liquidity have been met, the funds shall be 

managed with the objective of attaining a competitive rate of return given the constraints of 
safety and liquidity. 
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DELEGATION OF AUTHORITY 
 
The Code delegates the authority to deposit and invest public monies to the Chief Financial Officer 
under the general direction of the City Manager and gives the Chief Financial Officer the right to 
delegate all or part of this investment authority by filing with the City Clerk the name, title, and 
authority of the employees so empowered.  Individuals delegated with investment authority shall 
herein be referred to as Authorized Investment Personnel.  No person may engage in an 
investment transaction except as provided under the terms of this policy and procedures 
established by the Finance Department.  See “Appendix E - Delegation of Investment Authority” for 
a listing of current Authorized Investment Personnel.   

 
 
INVESTMENT ADVISORY COMMITTEE 
 
The Investment Advisory Committee, an investment oversight committee, will include six members 
and will be appointed by the City Manager based on their financial backgrounds and their interest 
in serving on the Committee.  The Committee is to meet quarterly to review the operations and 
performance of the City’s investment/cash management program and consider ongoing 
recommendations for improvement. 
 
 
STANDARD OF CARE 
 
Authorized Investment Personnel, as trustees of public monies shall adhere to the “prudent 
person” standard when managing the City’s funds. Their duties must be performed with the care, 
skill, prudence and diligence that a prudent person acting in a like capacity would use in the 
conduct of an enterprise with like character and goals of the City.  
 
Authorized Investment Personnel shall refrain from engaging in any activity that impairs (or has the 
potential to impair) their ability to make impartial investment decisions for the City.  In all 
circumstances, Authorized Investment Personnel shall operate in a manner consistent with those 
requirements in the most current City Ethics Handbook and any laws, regulations, or policies 
referenced therein. 
 
Authorized Investment Personnel shall disclose in writing to the Chief Financial Officer any material 
financial interests as well as personal relationships existing with employees and/or officers of 
financial institutions conducting business with the City.  
 
Authorized Investment Personnel who follow the provisions of this Investment Policy and who 
exercise due diligence shall be relieved of personal responsibility for an individual security’s credit 
risk or market price changes, provided that deviations from expectations are reported in a timely 
fashion and appropriate action is taken to control adverse developments. 
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INTERNAL CONTROLS 
 
The City’s Finance Department shall establish internal controls that are designed to prevent losses 
due to fraud, negligence, third-party misrepresentation, and other foreseeable circumstances that 
may arise in the operations of the investment function.  The internal control structure shall be 
designed to provide reasonable assurance that these objectives are met.  The concept of 
reasonable assurance recognizes that (1) the cost of a control should not exceed the benefits likely 
to be derived and (2) the valuation of costs and benefits requires estimates and judgments by 
management. 
 
The internal controls shall address the following points: 
 

 Collusion - Collusion is a situation where two or more employees are working together to 
defraud their employer. 

 Separation of duties - By separating the persons who perform and authorize the 
transactions from the people who record or otherwise account for the transactions, a 
separation of duties is achieved. 

 Safekeeping - Securities purchased from any bank or dealer, including collateral, shall be 
placed with the City’s depository bank in its trust department for safekeeping. Said 
securities shall be held in a manner that establishes the City’s right of ownership.  Evidence 
of ownership shall be demonstrated by a monthly safekeeping statement which shall be 
reconciled on a timely basis to internal holding reports. 

 Clear Delegation of Authority - Subordinate staff members must have a clear 
understanding of their authority and responsibility to avoid improper actions. 

 Written Confirmation - Due to the potential for error arising from telephone transactions, 
all telephone transactions shall be supported by written communications and approved by 
the appropriate person. 

 Delivery - Where applicable, investment transactions of the City, including collateral for 
Repurchase Agreements, shall be conducted using standard delivery-vs-payment 
procedures. 

 Daily Procedures - A detailed written manual shall be created and regularly maintained so 
that critical investment functions may be performed in the absence of the person normally 
responsible for performing such work. 

 Annual Audit - On an annual basis, the City’s financial statements and business practices 
are audited by an external auditor.  Included in the auditor’s annual review shall be a review 
of the City’s investment and cash management accounting and operational practices.  In 
addition, the City Auditor Department shall periodically review and evaluate the internal 
controls and processes related to the investment of monies by the City’s Finance 
Department. 
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AUTHORIZED FINANCIAL INSTITUTIONS 
 
Authorized Investment Personnel may enter into transactions relating to authorized investments, 
directly with the issuer of such securities, primary dealers as designated by the Federal Reserve 
Bank at New York, New York, or any other financial institution that maintains a principal executive 
office so designated in the annual audited financial report of the financial institution within the State 
of Arizona. 
 
All Financial Institutions seeking to transact business with the City shall be required to fully 
complete the City’s broker/dealer questionnaire. See “Appendix F - Broker/Dealer Questionnaire” 
for a sample of this document.  In addition, the City shall require that resumes of primary sales 
personnel be reviewed and retained on file as part of the due diligence process. 
 
Financial institutions shall be expected to actively participate in the bid/offer process for securities 
in which they are market makers.  In addition, it will be expected that the financial institution will be 
able to fill the entire order being solicited and that there shall be no delay in completing the 
transaction on the contractual settlement date. 
 
Individuals representing firms doing business with the City shall certify, in writing, that they have 
read, understand, and agree to abide by the provisions within the City’s Investment Policy. 
  
Financial Institutions must provide to the City on no less than an annual basis: 
 

• Audited financial statements that certify capital requirements as follows: 
 

♦ Dealers must meet the requirements of the federal Securities and Exchange 
Commission (“SEC”) Uniform Net Capital Rule 15c3-1 and such capital shall be at a 
minimum level of ten million dollars ($10,000,000). 

 
♦ All other financial institutions shall have a minimum of ten million dollars 

($10,000,000) of capital as reported in their latest regulatory call report and be 
deemed a “well capitalized” financial institution by the regulatory agency 
responsible for regulating the financial institution. 

 
♦ Proof of National Association of Securities Dealers (NASD) certification. 

 
♦ Proof of state registration. 

 
Financial institutions approved by the Chief Financial Officer (“Authorized Financial Institutions”) to 
transact business with the City are represented in Appendix D of this Investment Policy. 
 
The City is under no obligation to do business with any financial institution and may at any time 
remove a financial institution from the list of Authorized Financial Institutions at the City’s 
discretion. 
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COMPETITIVE BIDDING PROCESS  
 
When practicable, Authorized Investment Personnel shall enter into transactions for the purchase 
or sale of securities on a competitive bid basis.  From time to time the City may enter into 
transactions involving securities for which there is not an active secondary market and competitive 
bidding is not available.  If competitive bidding on a security is not practicable or possible, 
Investment Personnel will seek to verify pricing from at least two independent sources such as 
Bloomberg, Interactive Data, or any approved Broker/Dealer’s trading desk. 
 
The bidding process shall be fully documented for all transactions and complete records shall be 
retained onsite for audit and reporting purposes. 
 
In all cases, placement shall be made consistent with the safety, liquidity and yield objectives of 
this Policy. 
  
 
SAFEKEEPING AND CUSTODY 

 
The City shall conduct all book-entry eligible security transactions on a delivery-versus-payment 
(“DVP”) basis.  Safekeeping shall be by a third-party bank trust department (“Custodian”) that acts 
as an agent for the City under the terms of a custody agreement.   
 
The appointment of the City’s Custodian shall be incorporated in and shall run concurrent with the 
awarding of the City’s single servicing bank contract as described in Sec. 13-1 of the Code. 
 
Transactions shall in all cases comply with the City’s internal controls as they apply to the transfer 
of funds through the appropriate payment system (i.e., wire transfers, Automated Clearing House 
(ACH) transactions, issuance of warrants).  In addition, the Finance Department’s Accounts 
Division shall have in place procedures to reconcile safekeeping receipts and statements to the 
City’s position and transaction records. 
 
 
COLLATERALIZATION 

 
Per ARS Section 35-329 and Section 13-2 of the Code, the City shall receive from an eligible 
depository, collateral in an amount and form consistent with those requirements in ARS Section 
35-323 if deposits in the eligible depository exceed federally insured limits as defined in ARS 
Section 35-323. 
 
An independent third party shall always hold the collateral (the “Collateral Agent”). The Collateral 
Agent shall provide the City with a safekeeping receipt that the City shall retain.   
 
Per the statutory requirements of ARS 35-323, collateral of at least one hundred and one percent 
(101%) of the deposit amount in excess of federally insured limits must be delivered to the 
Collateral Agent prior to the settlement of funds.  The City has elected to require collateral in 
the amount of at least one hundred and two percent (102%) of the deposit amount in excess 
of federally insured limits and reserves the right to require additional collateral if the City believes 
such additional amount is warranted. 
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The depository institution shall have the right to substitute substantially the same securities as 
originally deposited as collateral.  Substitution may take place without prior City approval as long 
as there is no material change to the market value or risk characteristics of the collateral and that 
such substitution does not violate the requirements of this Investment Policy or any other 
governing rules, laws or regulations. 
 
This collateral provision applies to Repurchase Agreements, to the extent not covered by the 
required Bond Market Association Master Repurchase Agreement, as well as bank deposits. 
 
 
AUTHORIZED INVESTMENTS 
 
Authorized Investment Personnel may trade the following types of Investments with Authorized 
Financial Institutions.  In order for the City to maintain diversification and limit market risk, 
percentages, maturity lengths and other restrictions have been assigned to each class of 
investment and investment issuer. 
 
Meeting the minimum requirements of this Investment Policy does not make an investment 
automatically eligible for purchase.  In all cases, prudent money management will prevail based 
upon the objectives of this Investment Policy as well as current and forecasted market and 
economic conditions.  Therefore, the City can periodically and on a short-term basis invest outside 
the limits of this Investment Policy when prudently necessary. 
 
To the extent possible, the City will attempt to match investment maturities with anticipated 
expenses. In certain instances where expected cash flows allow, certain monies may be invested 
for longer periods when the interest rate environment is considered favorable for extension of 
duration. However, with the purpose of limiting market risk, maturity of these monies shall be 
limited to the maximum maturities stated below:     
 
 
US Treasury Securities 
  

Maximum Holdings = 100% of portfolio dollars 
Maximum per Issuer = 100% of portfolio dollars 
Maximum Maturity = 5 year final maturity 
 
 

Securities Guaranteed, Insured, or Backed by the Full Faith and Credit of the US  
Government 

 
Maximum Holdings = 100% of portfolio dollars 
Maximum per Issuer = 25% of portfolio dollars 
Maximum Maturity = 5 year final maturity 
 
Includes debt obligations issued by US financial institutions that are guaranteed by the 
FDIC and the full faith and credit of the US Government. 
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US Government Agency Securities (exclusive of Agency MBS or CMO Securities) 
 

Maximum Holdings = 50% of portfolio dollars 
Maximum per Issuer = 25% of portfolio dollars 
Maximum Callable Percentage = 20% of portfolio dollars 
Maximum Maturity = 5 year final maturity 

 
Repurchase Agreements 

 
Maximum Holdings = 75% of portfolio dollars.   
Maximum per Issuer = 20% of portfolio dollars 
Maximum Maturity = 60 days 

 
All Repurchase Agreements require that a fixed rate of interest be paid and further require 
that related collateral be delivered versus payment to the City’s Custodian or to a 
designated custodian as authorized under a master repurchase agreement. Collateral shall  
be US Treasuries. US Government Agency securities may be accepted as collateral with 
the approval of the Chief Financial Officer.  Delivery price will be at least 102% of the 
dollar price with collateral marked-to-market daily. A Bond Market Association (BMA) 
Master Repurchase Agreement with the standard City annex shall be executed and certified 
by the office of the City Clerk with each broker-dealer transacting Repurchase Agreements.  
See “Appendix I - BMA Standard Master Repurchase Agreement.”   
 
 

Mortgage Backed Securities (MBS’s) and Collateralized Mortgage 
 Obligations (CMO’s) 
 

MBS and CMO securities issued or guaranteed by the United States of America or by any 
agency or instrumentality (including government sponsored enterprises) of the United 
States of America. 
 
Maximum Holdings = 25% of portfolio dollars 
Maximum per Issuer = 10% of portfolio dollars 
Maximum Weighted Average Life with Current PSA Prepayment Assumptions =  
  12 years at time of purchase for MBS’s and 5 years at time of purchase for CMO’s. 
Maximum Final Maturity = 30 years with balloon payments considered final 
 
At the time of purchase, a CMO must pass the “high-risk” test, using current prepayment 
assumptions, mandated by the Federal Financial Institution Examination Council (“the 
FFIEC”) for U.S. Depository Institution investment holdings.   Prohibited CMO securities are 
Interest Only (IO), Principal Only (PO), Residuals and Inverse Floaters.  CMO issues must 
be a Sequential Pay (SEQ), a Planned Amortization Class (PAC), or a Very Accurately 
Defined Maturity (VADM) class. 
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Corporate Debt 
 

Maximum Holdings = 10% of portfolio dollars 
Maximum per Issuer = 2% of portfolio dollars 
Maximum Maturity = 5 years with no embedded redemption options 
 
Must be a fixed rate security of a corporation organized and operating in the United States 
and that has a minimum long term unsecured debt rating of “AAA” by Standard & Poor’s 
(“S&P”) and “Aaa” by Moody’s. Programs rated by only one of the agencies are ineligible. 
 
Purchases will not be allowed for those issuers who are currently under review by either 
rating agency for possible downgrade of their debt rating. 

 
 
Commercial Paper 
 

Maximum Holdings = 20% of portfolio dollars 
Maximum per Issuer = 5% of portfolio dollars 
Maximum Maturity = 270 days  

 
Only book-entry eligible commercial paper that can be purchased directly from the Direct 
Issuer shall be considered. 
 
 
An Issuer’s Commercial Paper program must have a minimum rating of “A1” by S&P and 
“P1” by Moody’s.  The issuing corporation must be organized and operating in the United 
States and have a minimum long-term debt rating of “A+” by S&P and “A1” by Moody’s.  
Programs rated by only one of the agencies are ineligible. 
 
Purchases will not be allowed for those issuers who are currently under review by either 
rating agency for possible downgrade of their debt rating. 

 
 
Banker’s Acceptances 
 

Maximum Holdings = 20% of portfolio dollars 
Maximum per Issuer = 5% of portfolio dollars 
Maximum Maturity = 270 days 

 
Issuer must have a minimum short-term debt rating of “A1” by S&P and “P1” by Moody’s.  
The issuing corporation must be organized and operating in the United States and have a 
minimum long-term debt rating of “A+” by S&P and “A1” by Moody’s. Programs rated by 
only one of the agencies are ineligible. 
 
Purchases will not be allowed for those issuers who are currently under review by either 
rating agency for possible downgrade of their debt rating.   
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Non-Negotiable Certificates of Deposit 
 

Maximum Holdings = 10% of portfolio dollars 
Maximum per Issuer = 5% of portfolio dollars 
Maximum Maturity = 1 year 
  
Deposits must follow the guidelines within this Investment Policy concerning 
collateralization. The issuing corporation must be organized and operating in the United 
States.   

 
 
Municipal Obligations 
 

Maximum Holdings = 20% of portfolio dollars 
Maximum per Issuer = 5% of portfolio dollars 
Maximum Maturity =  5 years for long-term issues with no call option.  Variable Rate      

Demand Obligations shall not be subject to this 5-year maximum maturity. 
 
Issuer must be a city, county, state, or other political subdivision created by a government 
act.  If the obligation is short-term debt, then it must have a minimum “A1” rating by 
Moody’s and a minimum “P1” rating by S&P.  If the obligation is long-term, then it must 
have a minimum “A1” uninsured rating by Moody’s and a minimum “A+” uninsured rating by 
S&P.  Programs rated by only one of the agencies are ineligible. 
 
Purchases will not be allowed for those issuers who are currently under review by either 
rating agency for possible downgrade of their debt rating. 
 
The above maximums and ratings do not apply to obligations issued by the City of Phoenix 
or any subdivision or organization created by the authority of the City of Phoenix.   

 
 
Money Market Mutual Funds 

 
Maximum Holdings = 20% of portfolio dollars 
Maximum per Issuer = 10% of portfolio dollars 
Maximum Dollar-Weighted Average Maturity = 90 Days 
 
Must be the institutional class shares of a US Government or Municipal Money Market 
Mutual Fund registered with the Securities and Exchange Commission pursuant to the 
Federal Investment Company Act of 1940.  By prospectus or other fund statement of 
additional information, the fund shall only invest in investments that comply with this 
Investment Policy’s requirements for Authorized Investments. 
 
The fund will have been in existence for a minimum of five years and the investment in the 
institutional class of shares will not exceed five percent (5%) of the total net asset value of 
that particular institutional class of shares prior to the investment. 
 
The fund must have a current minimum money market rating of “Aaa “ by Moody’s and 
“AAAm “ by S&P. Programs rated by only one of the agencies are ineligible. 
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AUTHORIZED ISSUERS 
 
The City shall perform due diligence for all commercial paper, bankers acceptance and corporate 
debt issuers whose securities may be purchased. A list of all authorized companies shall be 
developed and presented to the Investment Advisory Committee.  See “Appendix G - Authorized 
Issuers.” 
 
 
CREDIT DOWNGRADE PROVISION 
 
In the event that an investment which requires a minimum rating by this Investment Policy is placed 
on negative credit watch for a possible downgrade, or should an issue be downgraded below the 
minimum required rating, the Chief Financial Officer shall take immediate steps to review the 
investment.  The Chief Financial Officer shall consider such factors as time to maturity and 
expected gain or loss on sale, and then shall render a written decision on whether to hold or 
liquidate the investment and take appropriate action consistent with the decision. This decision 
shall be presented as an information item at the next meeting of the Investment Advisory 
Committee.  
 
 
PORTFOLIO REBALANCING 

 
All percentage restrictions on Authorized Investments are based on the amortized book value of 
the portfolio as of the trade date of the investment.  In the event that portfolio percentage 
constraints are violated due to a reduction in book value of a portfolio, the City may, but will not be 
required to, liquidate securities to meet the maximum holdings requirements.  Portfolio percentage 
limits are in place in order to ensure diversification of the City investment portfolio; a small, 
temporary imbalance will not significantly impair that strategy. 
 
 
PERFORMANCE STANDARDS 
 
As preservation of capital is of utmost importance, the City’s investment strategy shall assume that 
an investment is being held to maturity or other redemption date as set forth in the security’s official 
offering documentation (i.e., callable securities). Trading in response to economic conditions and 
market valuations will be permitted if the sale of a security can be justified. 
  
The City also recognizes the importance of obtaining an adequate rate of return throughout 
budgetary and economic cycles.  The Treasurer’s Pool targeted duration shall be less than three 
years while targeting an annual yield (based on amortized cost) equivalent to the twelve-month 
average of the Constant Maturity Treasury (CMT) that approximates the weighted average maturity 
of the Treasurer’s Pool, as stated in the Fed H15 report having a similar duration to the Treasurer’s 
Pool.  
 
In accordance with generally accepted accounting principles, the City shall mark-to-market its 
investments on a monthly basis using an independent pricing source.  Market values will be looked 
upon as indications of market movements and volatility in making investment decisions rather than 
an indication of performance. 
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INVESTMENT REPORTING 
 
Daily 
 
The following reports will be produced daily by investment personnel.  As requested, copies of the 
reports shall be provided to the Chief Financial Officer and City Treasurer. 
 
• Prior day’s closing (current day’s opening) banking activity and balances 
• Current day’s investment calculation worksheet 
• Current day’s transaction authorizations 
• Current day’s reconciled transaction audit report 
• Current day’s portfolio holdings 
• Cash flow projection for next business day 
 
Monthly  
 
Month-end portfolio summary reports shall be prepared by investment personnel at the end of each 
month and provided to the Chief Financial Officer and City Treasurer. 
 
The reports shall include the following detailed information: 
 
• Security Description 
• Purchase Settlement Date 
• Call Date (if any) 
• Final Maturity Date 
• Coupon Rate* 
• Yield* 
• Current Par** 
• Amortized Cost (Book Value)** 
• Market Value (per the pricing source)** 
• Unrealized Gain or Loss in Dollars** 
• Unrealized Gain or Loss in Points* 
• Average Life (assuming current MBS/CMO PSA speeds per the pricing source)* 
• Duration at Market (per the pricing source)* 
 
* In addition, presented on a portfolio summary report as a weighted average. 
** In addition, presented on a portfolio summary report in total. 
 
All market values will be as of the last business day of the month as reported on Bloomberg 
Financial Services or other nationally recognized pricing source (“marked-to-market”). Those 
securities that do not have an active secondary market will be priced at month-end book value or 
other pricing source as deemed appropriate. 
 
The Finance Department’s Accounts Division shall receive the following month-end reports from 
Investments/Cash Management for purposes of general ledger accounting and reconciliation as 
well as income distribution: 
 
• Monthly Activity Detail Report by Individual Portfolio 
• Month End Holdings Detail Report by Individual Portfolio 
• Monthly Earnings Summary Report by Individual Portfolio 



Broker-dealer transaction confirmations as well as month-end custodial reports shall be mailed
directly to the Accounts Division from the issuing institution.

POLICY ADOPTION AND REVISION

This Investment Policy shall be reviewed annually or more often if the need arises, to insure that it
is current with changes in regulatory and market place guidelines. Any revisions will be reviewed
by the Finance Department and approved by the Chief Financial Officer.

Effective Date: December 6, 2013

Neal Young L)
Acting Chief Financia Officer

13



Appendix A 

Glossary of Cash Management Terms 

The following is a glossary of key investing terms, many of which appear in the City of Phoenix 
Investment Policy. 

Agency - A debt security issued by a federal or federally sponsored agency. Federal agencies 
are backed by the full faith and credit of the U.S. Government. Federally sponsored agencies 
(FSAs) are backed by each particular agency with a market perception that there is an implicit 
government guarantee. An example of a federal agency is the Government National Mortgage 
Association (GNMA). An example of an FSA is the Federal National Mortgage Association 
(FNMA). 

Amortization - The systematic reduction of the amount owed on a debt issue through 
periodic payments of principal. 

Average Life - The average length of time that an issue of serial bonds and/or term bonds 
with a mandatory sinking fund feature is expected to be outstanding. 

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. 

Basis Point - A unit of measurement used in the valuation of fixed-income securities equal to 
1/100 of 1 percent of yield, e.g., "1/4" of 1 percent is equal to 25 basis points. 

Bid - The indicated price at which a buyer is willing to purchase a security or commodity. 

Book Value - The value at which a security is carried on the inventory lists or other financial 
records of an investor. The book value may differ significantly from the security's current 
value in the market. 

Broker - A broker brings buyers and sellers together for a commission paid by the initiator of 
the transaction or by both sides; he does not position. In the money market, brokers are 
active in markets in which banks buy and sell money and in interdealer markets. 

Callable Bond - A bond issue in which all or part of its outstanding principal amount may be 
redeemed before maturity by the issuer under specified conditions. 

Call Price - The price at which an issuer may redeem a bond prior to maturity. The price is 
usually at a slight premium to the bond's original issue price to compensate the holder for loss 
of income and ownership. 

Call Risk - The risk to a bondholder that a bond may be redeemed prior to maturity. 

Cash Sale/Purchase - A transaction which calls for delivery and payment of securities on the 
same day that the transaction is initiated. 

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. 

Commercial Paper - An unsecured short-term promissory note issued by corporations, with 
maturities ranging from 2 to 270 days. 

Convexity - A measure of a bond's price sensitivity to changing interest rates. A high 
convexity indicates greater sensitivity of a bond's price to interest rate changes. 

 



Coupon Rate - The annual rate of interest received by an investor from the issuer of certain 
types of fixed-income securities. Also known as the "interest rate". 

Credit Quality - The measurement of the financial strength of a bond issuer. This 
measurement helps an investor to understand an issuer's ability to make timely interest 
payments and repay the loan principal upon maturity. Generally, the higher the credit quality 
of a bond issuer, the lower the interest rate paid by the issuer because the risk of default is 
lower. Credit quality ratings are provided by nationally recognized rating agencies. 

Credit Risk - The risk to an investor that an issuer will default in the payment of interest 
and/or principal on a security. 

Current Yield (Current Return) - A yield calculation determined by dividing the annual 
interest received on a security by the current market price of that security. 

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

Delivery Versus Payment (DVP) - A type of securities transaction in which the purchaser 
pays for the securities when they are delivered either to the purchaser or his/her custodian. 

Derivative Security - Financial instrument created from, or whose value depends upon, one 
or more underlying assets or indexes of asset values. 

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

Discount Securities - Non-interest bearing money market instruments that are issued at a 
discount and redeemed at maturity for full face value, e.g., U.S. Treasury bills. 

Diversification - A process of investing assets among range of security types by sector, 
maturity, and quality rating. 

Duration - A measure of the timing of the cash flows, such as the interest payment and the 
principal repayment, to be received from a given fixed-income security. This calculation is 
based on three variables: term to maturity, coupon rate, and yield to maturity. The duration of 
a security is a useful indicator of its price volatility for given changes in interest rates. 

Fair Value - The amount at which an investment could be exchanged in a current transaction 
between willing parties, other than in a forced or liquidation sale. 

Federal Credit Agencies - Agencies of the Federal government set up to supply credit to 
various classes of institutions and individuals, e.g., S&Ls, 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 (Fed Funds) - Funds placed in Federal Reserve banks by depository 
institutions in excess of current reserve requirements. These depository institutions may lend 
fed funds to each other overnight or on a longer basis. They may also transfer funds among 
each other on a same-day basis through the Federal Reserve banking system. Fed funds are 
considered to be immediately available funds. 
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Federal Home Loan Banks (FHLB) - The institutions that regulate and lend to savings and 
loan associations. The Federal Home Loan 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, H.U.D. It is 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 Board 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 of 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. 

Government National Mortgage Association (GNMA or Ginnie Mae) - Securities 
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, Ginnie Mae securities are backed by FHA, VA, or FMHM mortgages. The 
term pass-through is often used to describe Ginnie Maes. 

Government Securities - An obligation of the U.S. government, backed by the full faith and 
credit of the government. These securities are regarded as the highest quality of investment 
securities available in the U.S. securities market. See "Treasury Bill, Notes, and Bonds." 

Interest Rate - See "Coupon Rate". 

Interest Rate Risk - The risk associated with declines or rises in interest rates which cause 
an investment in a fixed-income security to increase or decrease in value. 

Internal Controls - An internal control structure designed to ensure that the assets of the 
entity are protected from loss, theft, or misuse. The internal control structure is designed to 
provide reasonable assurance that these objectives are met.  

Inverted Yield Curve - A chart formation that illustrates long-term securities having lower 
yields than short-term securities. This configuration usually occurs during periods of high 
inflation coupled with low levels of confidence in the economy and a restrictive monetary 
policy. 

Investment Company Act of 1940 - Federal legislation which sets the standards by which 
investment companies, such as mutual funds, are regulated in the areas of advertising, 
promotion, performance reporting requirements, and securities valuations. 

Investment Policy - A concise and clear statement of the objectives and parameters 
formulated by an investor or investment manager for a portfolio of investment securities. 

Investment-grade Obligations - An investment instrument suitable for purchase by 
institutional investors under the prudent person rule. Investment-grade is restricted to those 
obligations rated BBB or higher by a rating agency. 
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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 price is narrow 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 Risk - The risk that the value of a security will rise or decline as a result of changes in 
market conditions. 

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. 

Open Market Operations - Purchases and sales of government and certain other securities 
in the open market by the New York Federal Reserve Bank as directed by the 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. 

National Association of Securities Dealers (NASD) - A self-regulatory organization (SRO) 
of brokers and dealers in the over-the-counter securities business. Its regulatory mandate 
includes authority over firms that distribute mutual fund shares as well as other securities. 

Net Asset Value - The market value of one share of an investment company, such as a 
mutual fund. This figure is calculated by totaling a fund's assets which includes securities, 
cash, and any accrued earnings, subtracting this from the fund's liabilities and dividing this 
total by the number of shares outstanding. This is calculated once a day based on the closing 
price for each security in the fund's portfolio. (See below) (Total assets)-(Liabilities)/(Number 
of shares outstanding). 

Nominal Yield - The stated rate of interest that a bond pays its current owner, based on par 
value of the security. It is also known as the "coupon", "coupon rate", or "interest rate". 

Offer - An indicated price at which market participants are willing to sell a security or 
commodity. Also referred to as the "ask price". 

Par - Face value or principal value of a bond, typically $1,000 per bond. 

Portfolio - Collection of securities held by an investor. 

Positive Yield Curve - A chart formation that illustrates short-term securities having lower 
yields than long-term securities. 
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Premium - The amount by which the price paid for a security exceeds the security's par 
value. 

Primary Dealer - A group of government securities dealers that 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. 

Prime Rate - A preferred interest rate charged by commercial banks to their most 
creditworthy customers. Many interest rates are keyed to this rate. 

Principal - The face value or par value of a debt instrument. Also may refer to the amount of 
capital invested in a given security. 

Prudent Person Rule - An investment standard outlining the fiduciary responsibilities of 
public funds investors relating to investment practices.  

Qualified Public Depositories - A financial institution which does not claim exemption from 
the payment of any sales or compensating use or ad valorem taxes under the laws of this 
state, which has segregated for the benefit of the commission eligible collateral having a value 
of not less than its maximum liability and which has been approved by the Public Deposit 
Protection Commission to hold public deposits. 

Rate of Return - The yield obtainable on a security based on its purchase price or its current 
market price. This may be the amortized yield to maturity on a bond or the current income 
return. 

Repurchase Agreement (RP or REPO) - A holder of securities sells these 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 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 it, increasing bank reserves. 

Reverse Repurchase Agreement (Reverse Repo) - An agreement of one party to 
purchase securities at a specified price from a second party and a simultaneous agreement by 
the first party to resell the securities at a specified price to the second party on demand or at 
a specified date. 

Safekeeping - A service to customers rendered by banks for a fee whereby securities and 
valuables of all types 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. 

Securities & Exchange Commission - Agency created by Congress to protect investors in 
securities transactions by administering securities legislation. 

Swap - Trading one asset for another. 

Term Bond - Bonds comprising a large part or all of a particular issue which come due in a 
single maturity. The issuer usually agrees to make periodic payments into a sinking fund for 
mandatory redemption of term bonds before maturity.  
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Total Return - The sum of all investment income plus changes in the capital value of the 
portfolio. For mutual funds, return on an investment is composed of share price appreciation 
plus any realized dividends or capital gains. This is calculated by taking the following 
components during a certain time period. (Price Appreciation) + (Dividends paid) + (Capital 
Gains) = Total Return 

Treasury Bills - Short-term U.S. government non-interest bearing debt securities with 
maturities of no longer than one year and issued in minimum denominations of $10,000. 
Auctions of three- and six-month bills are weekly, while auctions of one-year bills are monthly. 
The yields on these bills are monitored closely in the money markets for signs of interest rate 
trends. 

Treasury Bonds - Long-term U.S. government debt securities with maturities of ten years or 
longer and issued in minimum denominations of $1,000. Currently, the longest outstanding 
maturity for such securities is 30 years. 

Treasury Notes - Intermediate U.S. government debt securities with maturities of one to 10 
years and issued in denominations ranging from $1,000 to$1 million or more. 

Uniform Net Capital Rule - SEC Rule 15C3-1 outlining capital requirements for 
broker/dealers. 

Volatility - A degree of fluctuation in the price and valuation of securities. 

Weighted Average Maturity (WAM) - The average maturity of all the securities that 
comprise a portfolio. According to SEC rule 2A-7, the WAM for SEC registered money market 
mutual funds may not exceed 90 days and no one security may have a maturity that exceeds 
397 days. 

Yield - The current rate of return on an investment security generally expressed as a 
percentage of the security's current price. 

Yield Curve - A graphic representation that depicts the relationship at a given point in time 
between yields and maturity for bonds that are identical in every way except maturity. A 
normal yield curve may be alternatively referred to as a positive yield curve. 

Yield-to-call (YTC) - The rate of return an investor earns from a bond assuming the bond is 
redeemed (called) prior to its nominal maturity date. 

Yield-to-maturity - The rate of return yielded by a debt security held to maturity when both 
interest payments and the investor's potential capital gain or loss are included in the 
calculation of return. 

Zero-coupon Securities - Security that is issued at a discount and makes no periodic 
interest payments. The rate of return consists of a gradual accretion of the principal of the 
security and is payable at par upon maturity. 
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Appendix B 

ARIZONA REVISED STATUTES 

 

 

 

35-323. Investing Public Monies; Bidding; Security and Other Requirements 

A. The treasurer shall invest and reinvest public monies in securities and deposits with a maximum maturity 
of five years. All public monies shall be invested in eligible investments. Eligible investments are: 

 1. Certificates of deposit in eligible depositories. 

 2. Interest bearing savings accounts in banks and savings and loan institutions doing business in this 
state whose accounts are insured by federal deposit insurance for their industry, but only if deposits in 
excess of the insured amount are secured by the eligible depository to the same extent and in the same 
manner as required under this article. 

 3. Repurchase agreements with a maximum maturity of one hundred eighty days. 

 4. The pooled investment funds established by the state treasurer pursuant to section 35-326. 

 5. Obligations issued or guaranteed by the United States or any of the senior debt of its agencies, 
sponsored agencies, corporations, sponsored corporations or instrumentalities. 

 6. Bonds or other evidences of indebtedness of this state or any of its counties, incorporated cities or 
towns or school districts. 

 7. Bonds, notes or evidences of indebtedness of any county, municipal district, municipal utility or 
special taxing district within this state that are payable from revenues, earnings or a special tax specifically 
pledged for the payment of the principal and interest on the obligations, and for the payment of which a 
lawful sinking fund or reserve fund has been established and is being maintained, but only if no default in 
payment on principal or interest on the obligations to be purchased has occurred within five years of the 
date of investment, or, if such obligations were issued less than five years before the date of investment, no 
default in payment of principal or interest has occurred on the obligations to be purchased nor any other 
obligations of the issuer within five years of the investment. 

8. Bonds, notes or evidences of indebtedness issued by any county improvement district or municipal 
improvement district in this state to finance local improvements authorized by law, if the principal and 
interest of the obligations are payable from assessments on real property within the improvement district. 
An investment shall not be made if: 

  (a) The face value of all such obligations, and similar obligations outstanding, exceeds fifty per 
cent of the market value of the real property, and if improvements on which the bonds or the assessments 
for the payment of principal and interest on the bonds are liens inferior only to the liens for general ad 
valorem taxes.  

  (b) A default in payment of principal or interest on the obligations to be purchased has occurred 
within five years of the date of investment, or, if the obligations were issued less than five years before the 
date of investment, a default in the payment of principal or interest has occurred on the obligations to be 
purchased or on any other obligation of the issuer within five years of the investment. 

 



 9. Commercial paper of prime quality that is rated "P1" by Moody's investors service or rated "A1" or 
better by Standard and Poor's rating service or their successors. All commercial paper must be issued by 
corporations organized and doing business in the United States. 

10. Bonds, debentures and notes that are issued by corporations organized and doing business in the 
United States and that are rated "A" or better by Moody's investor service or Standard and Poor's rating 
service or their successors. 

B. Certificates of deposit shall be purchased from the eligible depository bidding the highest permissible 
rate of interest. No monies over one hundred thousand dollars may be awarded at any interest rate less 
than one hundred three per cent of the equivalent bond yield of the offer side of United States treasury bills 
having a similar term. If the eligible depository offering to pay the highest rate of interest has bid only for a 
portion of the monies to be awarded, the remainder of the monies shall be awarded to eligible depositories 
bidding the next highest rates of interest. 

C. An eligible depository is not eligible to receive total aggregate deposits from this state and all its 
subdivisions in an amount exceeding twice its capital structure as outlined in the last call of condition of the 
superintendent of banks. 

D. If two or more eligible depositories submit bids of an identical rate of interest for all or any portion of the 
monies to be deposited, the award of the deposit of the monies shall be made to the eligible depository 
among those submitting identical bids having, at the time of the bid opening, the lowest ratio of total public 
deposits in relation to its capital structure. 

E. Each bid submitted, and not withdrawn prior to the time specified, constitutes an irrevocable offer to pay 
interest as specified in the bid on the deposit, or portion bid for, and the award of a deposit in accordance 
with this section obligates the depository to accept the deposit and pay interest as specified in the bid 
pursuant to which the deposit is awarded. 

F. The treasurer shall maintain a record of all bids received and shall make available to the board of 
deposit at its next regularly scheduled meeting a correct list showing the bidders, the bids received and the 
amount awarded. These records shall be available to the public and shall be kept in the possession of the 
treasurer for not less than two years from the date of the report. 

G. Any eligible depository, before receiving a deposit in excess of the insured amount under this article, 
shall deliver collateral for the purposes of this subsection equal to at least one hundred one per cent of the 
deposit. The collateral shall be any of the following: 

 1. A bond executed by a surety company that is approved by the treasury department of the United 
States and authorized to do business in this state. The bond shall be approved as to form by the legal 
advisor of the treasurer. 

 2. Securities or instruments of the following character: 

  (a) United States government or agency obligations. 

  (b) State, county, school district and other district municipal bonds. 

  (c) Registered warrants of this state, a county or other political subdivisions of this state, when 
offered as security for monies of the state, county or political subdivision by which they are issued. 

  (d) First mortgages and trust deeds on improved, unencumbered real estate located in this state. 
No single first mortgages or trust deeds may represent more than ten per cent of the total collateral. The 
treasurer may require that the first mortgages or trust deeds comprising the total collateral security be twice 
the amount the eligible depository receives on deposit. First mortgages or trust deeds qualify as collateral 
subject to the following limitations: 
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   (i) The promissory note or other evidences of indebtedness secured by such first mortgage 
or trust deed shall have been in existence for at least three years and shall not have been in default during 
this period. 

   (ii) An eligible depository shall at its own expense execute, deposit with the treasurer and 
record with the appropriate county recorder a complete sale and assignment with recourse in a form 
approved by the attorney general, together with an unconditional assumption of obligation to promptly pay 
to the entitled parties public monies in its custody upon lawful demand and tender of resale and 
assignment.  

Eligible depositories may deposit the security described in this subdivision with the state treasurer, and 
county, city or town treasurers may accept the security described in this subdivision at their option. 

 3. The safekeeping receipt of a federal reserve bank or any bank located in a reserve city, or any bank 
authorized to do business in this state, whose combined capital, surplus and outstanding capital notes and 
debentures on the date of the safekeeping receipt are ten million dollars or more, evidencing the deposit 
therein of any securities or instruments described in this section. A safekeeping receipt shall not qualify as 
security, if issued by a bank to secure its own public deposits, unless issued directly through its trust 
department. The safekeeping receipt shall show upon its face that it is issued for the account of the 
treasurer and shall be delivered to the treasurer. The safekeeping receipt may provide for the substitution 
of securities or instruments which qualify under this section with the affirmative act of the treasurer. 

H.  The securities, instruments or safekeeping receipt for the securities, instruments or warrants shall be 
accepted at market value if not above par, and, if at any time their market value becomes less than the 
deposit liability to that treasurer, additional securities or instruments required to guarantee deposits shall be 
deposited immediately with the treasurer who made the deposit and deposited by the eligible depository in 
which the deposit was made. 

I.  The condition of the surety bond, or the deposit of securities, instruments or a safekeeping receipt, must 
be such that the eligible depository will promptly pay to the parties entitled public monies in its custody, 
upon lawful demand, and will, when required by law, pay the monies to the treasurer making the deposit. 

J.  Notwithstanding the requirements of this section, any institution qualifying as an eligible depository may 
accept deposits of public monies to the total then authorized insurance of accounts, insured by federal 
deposit insurance, without depositing a surety bond or securities in lieu of the surety bond. 

K.  An eligible depository shall report monthly to the treasurer the total deposits of that treasurer and the 
par value and the market value of any pledged collateral securing those deposits. 

L.  When a security or instrument pledged as collateral matures or is called for redemption, the cash 
received for the security or instrument shall be held in place of the security until the depository has 
obtained a written release or provided substitute securities or instruments. 

M.  The surety bond, securities, instruments or safekeeping receipt of an eligible depository shall be 
deposited with the treasurer making the deposit, and he shall be the custodian of the bond, securities, 
instruments or safekeeping receipt. The treasurer may then deposit with the depository public monies then 
in his possession in accordance with this article, but not in an amount in excess of the surety bond, 
securities, instruments or safekeeping receipt deposited, except for federal deposit insurance. 

N.  The following restrictions on investments are applicable: 

 1. An investment of public operating fund monies shall not be invested for a duration of longer than 
three years. 
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 2. The board of deposit may order the treasurer to sell any of the securities, and any order shall 
specifically describe the securities and fix the date upon which they are to be sold. Securities so ordered to 
be sold shall be sold for cash by the treasurer on the date fixed in the order, at the then current market 
price. The treasurer and the members of the board are not accountable for any loss occasioned by sales of 
securities at prices lower than their cost. Any loss or expense shall be charged against earnings received 
from investment of public funds. 

O. If the total amount of subdivision monies available for deposit at any time is less than one hundred 
thousand dollars, the subdivision board of deposit shall award the deposit of the funds to an eligible 
depository in accordance with an ordinance or resolution of the governing body of the subdivision. 

 

35-329. Funds of Charter Cities 

The provisions of this article relating to collateral for deposits of public monies in financial institutions apply 
to deposits in financial institutions of the funds of cities governed by charter.  

 

6-101. Banks and Financial Institutions - Definitions 

In this title, unless the context otherwise requires: 

1. "Automated teller machine" means an automated device that is established by a bank, savings and 
loan association or credit union and that facilitates customer-bank communications activities, including 
taking deposits and disbursing cash drawn against a customer's deposit account or a customer's 
preapproved loan account, at a location separate from the home office or a branch. 

2. "Bank" means a corporation that holds a banking permit issued pursuant to chapter 2 of this title. 

3. "Banking office" means any place of business of the bank at which deposits are received, checks are 
paid or money is loaned but does not include the premises used for computer operations, proofing, record 
keeping, accounting, storage, maintenance or other administrative or service functions. 

4. "Branch" means any banking office other than the principal banking office. 

5. "Department" means the state banking department. 

6. "Enterprise" means any person under the jurisdiction of the department other than a financial 
institution. 

7. "Federal deposit insurance corporation" includes any successor to the corporation or other agency or 
instrumentality of the United States which undertakes to discharge the purposes of the corporation. 

8. "Financial institution" means banks, trust companies, savings and loan associations, credit unions, 
consumer lenders, international banking facilities and financial institution holding companies under the 
jurisdiction of the department. 

9. "Home state" means the state that has granted the bank its charter, permit or license to operate. 

10. "Host state" means the state in which a financial institution is doing business and not the state that 
has granted the bank its charter, permit or license to operate. 

11. "In-state financial institution" means a state or federal bank, savings bank, savings and loan 
association or holding company with its home office located in this state. 
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12. "International banking facility" means a facility represented by a set of asset and liability accounts 
segregated on the books and records of a commercial bank, the principal office of which is located in this 
state, and which is incorporated and doing business under the laws of the United States or of this state, a 
United States branch or agency of a foreign bank, an edge corporation organized under section 25(a) of 
the federal reserve act (12 United States Code sections 611 through 631) or an agreement corporation 
having an agreement or undertaking with the board of governors of the federal reserve system under 
section 25 of the federal reserve act (12 United States Code sections 601 through 604(a)) that includes 
only international banking facility time deposits and international banking facility extensions of credit as 
defined in 12 Code of Federal Regulations part 204. 

13. "National credit union administration" includes any successor to the corporation or other agency or 
instrumentality of the United States which undertakes to discharge the purposes of the corporation. 

14. "Out-of-state bank" means a bank, savings bank or savings and loan association that is approved by 
the superintendent pursuant to section 6-322 and that has a charter, a permit or any other license to 
operate that is issued by a state other than this state. 

15. "Out-of-state financial institution" means a state or federal bank, savings bank, savings and loan 
association or holding company with its home office in a state other than this state. 

16. "Superintendent" means the superintendent of banks. 

17. "Title" includes this title, title 32, chapter 9 and title 44, chapter 2.1.  

 

44-1801. Trade and Commerce - Definitions 

In this chapter and chapter 13 of this title, unless the context otherwise requires: 

9. "Dealer": 

(a) Means a person who directly or indirectly engages full-time or part-time in this state as agent, broker or 
principal in the business of offering, buying, selling or otherwise dealing or trading in securities issued by 
another person, and who is not a salesman for a registered dealer or is not a bank or savings institution the 
business of which is supervised and regulated by an agency of this state or the United States. 

(b) Means an issuer, other than an investment company, who, directly or through an officer, director, 
employee or agent who is not registered as a dealer under this chapter, engages in selling securities 
issued by such issuer. 

(c) Does not include a person who sells or offers to sell securities exclusively to dealers registered under 
this chapter, and who has no place of business within this state. 

(d) Does not include a person who buys or sells securities for his own account, either individually or in a 
fiduciary capacity, but not as part of a regular business.  
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Appendix C 

CITY OF PHOENIX MUNICIPAL CODE 

 

 
Sec. 13-2.  Investment of City Monies.
 

 
A.  Definitions 
 
 1.  Capital, in the case of financial institutions, shall have the meaning set forth in A.R.S. § 35-321, and 

in the case of dealers shall have the meaning set forth in Rule 15c3-1 of the United States Securities 
And Exchange Commission Uniform Net Capital Rule. 

 
 2.  Collateral shall have the meaning of and meet the collateral requirements for State of Arizona 

investments set forth in A.R.S. § 35-323. 
 
 3.  Dealer shall have the meaning set forth in A.R.S. § 44-1801.  
 
 4.  Financial institution means a financial institution as defined in A.R.S. § 6-101 or a dealer. 
 
 5.  Primary dealer means any dealer trading in securities of the United States of America for its own 

account and recognized as a "primary dealer" by the Federal Reserve Bank at New York, New York. 
 
 6.  Principal office means the principal executive office so designated in the annual audited financial 

report of the financial institution. 
 
B.  Investment Authority. The Finance Director of the City, under the general direction of the City Manager, 
shall have the right to invest temporarily idle City monies not needed to meet current obligations, to enter 
into agreements with financial institutions concerning same, and to adopt formal and informal practices 
concerning investment policies and placements, all in the exercise of reasonable and prudent investment 
policies and in accordance with reasonable interpretations of the guidelines set forth in this section. The 
Finance Director shall have the right to further delegate all or part of this authority by filing with the City 
Clerk the name, title, and authority of the employees so empowered. 
 
C.  General Investment Guidelines. Investments made pursuant to this section shall insure the safety of the 
investment principal, provide liquidity, and obtain the highest yield available commensurate with the City's 
safety and liquidity goals. The Finance Director shall have the authority to establish guidelines to qualify 
financial institutions for investment purposes under this section and develop policies consistent with the 
investment safety, liquidity and yield objectives of the City. 
 
D.  Authorized Investments and Deposits. Investments of City monies shall be transacted with financial 
institutions approved by the Finance Director in: 
 
 1.  Repurchase agreements collateralized with those obligations identified in Subsection D2. 
 
 2.  Direct obligations issued by the United States of America or by any agency or instrumentality of the 

United States of America (including government sponsored enterprises). 
 
 3.  Deposit accounts fully insured by an insuring instrumentality of the United States of America or 

collateralized as required by A.R.S. § 35-323. 
 
 4.  Obligations issued or guaranteed by any city, county, state or political subdivision thereof that have 

an uninsured investment grade credit rating by a nationally recognized statistical rating organization 
designated by the United States Securities and Exchange Commission ("NRSRO"). 

 



  
 5.  Corporate bonds, debentures, notes and other evidences of indebtedness issued, assumed or 

guaranteed by any solvent entity created or existing under the laws of the United States of America or 
of any state, district or territory thereof, which are not in default as to principal or interest, including 
guaranteed investment contracts, mortgage backed securities, collateralized mortgage obligations, 
commercial paper, and bankers acceptances. Such obligations shall have an investment grade credit 
rating by an NRSRO. 

 
 6.  The institutional class shares of an open-end fixed income or money market mutual fund registered 

with the United States Securities And Exchange Commission pursuant to the Federal Investment 
Company Act of 1940. The fund shall only invest in securities that comply with the requirements of 
Subsections D1, D2, D4, or D5, as reflected by prospectus or other fund statement of additional 
information. 

 
E.  Investment Placement, General Procedures. The Finance Director shall diversify investment placement. 
Whenever practicable, investment placement shall be on a competitive basis and consistent with the 
investment safety, liquidity and yield goals of the City. The Finance Director shall maintain a record of 
investment placement.F.  Financial institutions. The Finance Director may enter into transactions relating to 
authorized investments directly with the issuer of such securities, primary dealers, or any other financial 
institutions whose principal office is located in the State of Arizona. Such financial institutions shall have 
capital of at least ten million dollars. Whenever practicable, transactions shall be completed on a delivery 
versus payment basis. 
 
F.  Financial institutions. The Finance Director may enter into transactions relating to authorized 
investments directly with the issuer of such securities, primary dealers, or any other financial institutions 
whose principal office is located in the State of Arizona. Such financial institutions shall have capital of at 
least ten million dollars. Whenever practicable, transactions shall be completed on a delivery versus 
payment basis. 
 
G.  Custodial Agent. The City shall designate a custodial agent for the safekeeping of securities for the 
benefit of the City. 
 
H.  Reports. All financial institutions maintaining deposits or other investments hereunder shall file a report 
with the Finance Director no more than fifteen days after the end of each month. Such report shall identify 
the securities pledged as collateral pursuant to A.R.S. § 35-323, and include the par value and market 
value for each investment as of the last day of the month.
 
 
 
 

 (Ord. No. G-2654, § 2; Ord. No. G-2976, § 2; Ord. No. G-3276, § 1; Ord. No. G-3318, § 1; Ord. No. G-
4524, § 1, passed 6-25-2003, eff. 7-25-2003) 
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Appendix D 
 

APPROVED FINANCIAL INSTITUTIONS AND BROKER-DEALERS 
 
 
 

1. Banc of America Securities, Inc. / Merrill Lynch 
2. JP Morgan Chase & Co. 
3. Citigroup Capital Markets, Inc. 
4. UBS Inc. 
5. Wells Fargo 
6. RBS Securities 
7. Cantor Fitzgerald 
8. Morgan Stanley 
9. Daiwa Capital Markets America 
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APPENDIX F 
 

CITY OF PHOENIX, ARIZONA 
BROKER/DEALER CERTIFICATION 

 
 

 
This certification is executed between         (the “Firm”) and the City 
of Phoenix, Arizona (the “City”) pursuant to the Phoenix City Code Section 13-2, Investment of City Monies, 
effective July 25, 2003 (the “Code”), the City of Phoenix Investment Policy dated    (the 
“Policy”), and in connection with investment transactions conducted between the City and Firm. 
 
The undersigned hereby certifies on behalf of the Firm that all sales representatives and managers thereof, 
assigned either directly or indirectly (i.e. backup coverage) to the City account(s): 
 
• Have received, reviewed, and understand the Policy and Code. 
 
• Have an understanding of the investment approach that a prudent person assigned by the Firm to 

cover an account of a municipal entity, such as the City, would have.  Further, such personnel shall 
conduct their relationship with the City in a manner consistent with the professional due diligence that 
can be reasonably expected by the City of such an understanding. 

 
• Have never been suspended or expelled from membership in any securities or commodities exchange, 

association of dealers, trading advisors, or counsel. 
 
• Have never had a license or registration as a dealer, broker, investment advisor, salesperson futures 

commission merchant, associated person commodity pool operator, or commodity trading advisor 
denied, suspended or revoked. 

 
• Have never been enjoined or restrained by any court or government agency from securities or 

commodities issuance, sale or offer for sale, advice or counsel rendering, account handling or 
managing, or continuing any practices in connection with securities or commodities. 

 
In addition, the undersigned representatives of the firm hereby certify on behalf of the Firm that the Firm: 
 
• Has implemented reasonable procedures and controls in an effort to preclude investment transactions 

conducted between the City and the Firm that are not authorized by the Policy and/or the Code. 
 
• Will deliver to the City on no less than an annual basis and in a form acceptable to the City, the Firm’s 

most current audited and unaudited financial statements and proof of (1) National Association of 
Securities Dealers (NASD) certification and (2) Arizona Corporation Commission Registration. 

 
By signing below, I certify that I am duly authorized to execute this Certification on behalf of the Firm. 
 
(two signatures REQUIRED)    Managing Director or most 
Lead Sales Representative:    senior officer in charge:    
 
 
Signed:              
 
 
Name:               
 
 
Title:               
 
 
Date:              
 



Appendix G 
 

AUTHORIZED ISSUERS 
 
 
 
 
 

BANKER’S ACCEPTANCES 
 

- None - 
 

 
 
 
 

COMMERCIAL PAPER 
 

Chevron 
 

General Electric Corp. 
 

Toyota Motor Credit 
 

US Bank 
 

Wells Fargo 
 
 
 
 
 

CORPORATE DEBT 
 

- None - 
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Appendix H 
 

BROKER/DEALER QUESTIONNAIRE 
 

 
  
1.) Current Firm Name/Home Office Address of Firm: 
 
 
 
 
2.) Primary Sales Representative(s)/Address/Phone Number/Fax Number.  Please attach current 

resume. 
 
 
 
3.) Are you a Primary Dealer in U.S. Government Securities?  If so, for how long? 
 
 
4.) What was your firm’s total volume in Government Securities trading last year?  What was the 

volume of your local office? 
 
 
5.) Which securities as authorized by the City of Phoenix investment policy does your firm regularly 

offer to fixed income clients? 
 
 
 
6.) Identify all personnel who will be trading with or quoting securities to our portfolio managers. 
 
 
 
 
7.) Please identify any comparable public sector clients.   
 
 
 
 
8.) Have any of your clients ever sustained a loss on a security transaction arising from a 

misunderstanding or misrepresentation of the risk characteristics of the instrument?  If so, explain.  
 
 
 
 
9.) Has your firm ever been subject to a regulatory or state/federal agency investigation for alleged 

improper, fraudulent, disreputable or unfair activities relating to the sale of securities?  Have any 
of your employees ever been so investigated?  

 
 
 
10.) Are you representing a parent corporation or a subsidiary of another corporation?  If so, please 

furnish audited financial statements on your parent or subsidiary. 
 
 
11.) What is the current long-term debt rating of the parent company? 
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12.) What is your firm’s total capital as of the last audited financial period? 
 
 
13.) Does another firm guarantee your trades?  What is the name of this firm?  
 

 
14.)        Explain your normal securities clearance procedures.  Please include names and phone numbers of                     
              persons to contact in the event of a trade clearance problem. 
 
 
 
15.)        Has your firm consistently complied with the Federal Reserve Bank’s capital adequacy                 
              guidelines?  Has your capital position ever fallen short? 
 
 
 
16.)        Do you participate in the S.I.P.C. insurance program?  If not, explain. 
 
 
 
17.)        What trade documentation will we receive? 
 
 
 
18.)        How many and what percentage of your transactions failed last month?  Last year? 
 
 
19.) Describe the precautions taken by your firm to protect the interests of the public when dealing 

with governmental clients.    
 
 
 
 
 
Please provide audited financial statements and other indicators regarding your firm’s 
capitalization, and include samples of research reports that your firm may regularly 
provide to public sector clients. 
 
Address any questions relating to this questionnaire to the Investment Manager at 602-534-9691.    
 
Mail responses to:  City of Phoenix Finance Department, Attn: Investment Manager  

  251 West Washington Street, 9th Floor 
 Phoenix, AZ 85003    
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BMA Standard Master Repurchase Agreement 

 
 
City of Phoenix, Arizona 
Finance Department 
Master Repurchase Agreement 
(Bond Market Association September 1996 Version) 
 
Dated as of            
 
Between:  CITY OF PHOENIX, ARIZONA; an Arizona municipal corporation  
 
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 other assets 
(“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, unless otherwise agreed in writing, shall 
be governed by this Agreement, including any supplemental terms or conditions 
contained in Annex I hereto and in any other annexes identified herein or therein 
as applicable hereunder. 
 

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, moratorium, dissolution, delinquency or similar law, 
or such party seeking the appointment or election of a receiver, conservator, 
trustee, custodian or similar official for such party or any substantial part of its 
property, or the convening of any meeting of creditors for purposes of 
commencing any such case or proceeding or seeking such an appointment or 
election, (ii) the commencement of any such case or proceeding against such 
party, or another seeking such an appointment or election, 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, (B) results in the entry of an order for relief, such 
an appointment or election, 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 such party of a general assignment for the benefit of creditors, or (iv) 
the admission in writing by such party of such party’s inability to pay such party’s 
debts as they become due;  
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(b) “Additional Purchased Securities”, Securities provided by Seller to Buyer 
pursuant to Paragraph 4(a) hereof; 
 
(c) “Buyer’s Margin Amount”, with respect to any Transaction as of any date, the 
amount obtained by application of the Buyer’s Margin Percentage to the 
Repurchase Price for such Transaction as of such date; 
 
(d) “Buyer’s Margin Percentage”, with respect to any Transaction as of any date, 
a percentage (which may be equal to the Seller’s Margin Percentage) agreed to by 
Buyer and Seller or, in the absence of any such agreement, the percentage 
obtained by dividing the Market Value of the Purchased Securities on the 
Purchase Date by the Purchase Price on the Purchase Date for such Transaction; 
(e) “Confirmation”, the meaning specified in Paragraph 3(b) hereof; 

 
(f) “Income”, with respect to any Security at any time, any principal thereof and 
all interest, dividends or other distributions thereon; 

 
(g) “Margin Deficit”, the meaning specified in Paragraph 4(a) hereof; 
 
(h) “Margin Excess”, the meaning specified in Paragraph 4(b) hereof; 
 
(i) “Margin Notice Deadline”, the time agreed to by the parties in the relevant 
Confirmation, Annex I hereto or otherwise as the deadline for giving notice 
requiring same-day satisfaction of margin maintenance obligations as provided in 
Paragraph 4 hereof (or, in the absence of any such agreement, the deadline for 
such purposes established in accordance with market practice); 
 
(j) “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); 

 
(k) “Price Differential”, with respect to any Transaction 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); 

 
(l) “Pricing Rate”, the per annum percentage rate for determination of the Price 
Differential; 
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(m) “Prime Rate”, the prime rate of U.S. commercial banks as published in The 
Wall Street Journal (or, if more than one such rate is published, the average of 
such rates);  
 
(n) “Purchase Date”, the date on which Purchased Securities are to be transferred 
by Seller to Buyer; 
 
(o) “Purchase Price”, (i) on the Purchase Date, the price at which Purchased 
Securities are transferred by Seller to Buyer, and (ii) thereafter, except where 
Buyer and Seller agree otherwise, 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; 
 
(p) “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 
delivered pursuant to Paragraph 4(a) hereof and shall exclude Securities returned 
pursuant to Paragraph 4(b) hereof;  
 
(q) “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 Paragraph 3(c) or 11 hereof;  
 
(r) “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; 

 
(s) “Seller’s Margin Amount”, with respect to any Transaction as of any date, the 
amount obtained by application of the Seller’s Margin Percentage to the 
Repurchase Price for such Transaction as of such date; 
 
(t) “Seller’s Margin Percentage”, with respect to any Transaction as of any date, a 
percentage (which may be equal to the Buyer’s Margin Percentage) agreed to by 
Buyer and Seller or, in the absence of any such agreement, the percentage 
obtained by dividing the Market Value of the Purchased Securities on the 
Purchase Date by the Purchase Price on the Purchase Date for such Transaction. 
 

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. 
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(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. 

 
4. Margin Maintenance 

(a) 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 
Buyer’s Margin Amount (decreased by the amount of any Margin Deficit as of 
such date arising from any Transactions in which such Buyer is acting as Seller). 
 
(b) 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 Seller’s Margin Amount (increased by the amount of any 
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Margin Excess as of such date arising from any Transactions in which such Seller 
is acting as Buyer). 
 
(c) If any notice is given by Buyer or Seller under subparagraph (a) or (b) of this 
Paragraph at or before the Margin Notice Deadline on any business day, the party 
receiving such notice shall transfer cash or Additional Purchased Securities as 
provided in such subparagraph no later than the close of business in the relevant 
market on such day. If any such notice is given after the Margin Notice Deadline, 
the party receiving such notice shall transfer such cash or Securities no later than 
the close of business in the relevant market on the next business day following 
such notice.  
 
(d) Any cash transferred pursuant to this Paragraph shall be attributed to such 
Transactions as shall be agreed upon by Buyer and Seller. 
 
(e) 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, as the case may be, 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). 
 
(f) 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 

Seller shall be entitled to receive an amount equal to all Income paid or 
distributed on or in respect of the Securities that is not otherwise received by 
Seller, to the full extent it would be so entitled if the Securities had not been sold 
to Buyer. Buyer shall, as the parties may agree with respect to any Transaction 
(or, in the absence of any such agreement, as Buyer shall reasonably determine in 
its discretion), on the date such Income is paid or distributed either (i) transfer to 
or credit to the account of Seller such Income with respect to any Purchased 
Securities subject to such Transaction or (ii) with respect to Income paid in cash, 
apply the Income payment or payments to reduce the amount, if any, to be 
transferred to Buyer by Seller upon termination of such Transaction. Buyer shall 
not be obligated to take any action pursuant to the preceding sentence (A) 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, or 
(B) if an Event of Default with respect to Seller has occurred and is then 
continuing at the time such Income is paid or distributed. 



City of Phoenix, Arizona ■ Master Repurchase Agreement ■ BMA September 1996 Version Page 6 

 
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 Income thereon and other proceeds thereof. 

 
7. Payment and Transfer 

Unless otherwise mutually agreed, 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. 

 
8. Segregation of Purchased Securities 

To the extent required by applicable law, all Purchased Securities in the 
possession of Seller shall be segregated from other securities in its possession and 
shall be identified as subject to this Agreement. Segregation may be accomplished 
by appropriate identification on the books and records of the holder, including a 
financial or securities intermediary or a clearing corporation. All of Seller’s 
interest in the Purchased Securities shall pass to Buyer on the Purchase Date and, 
unless otherwise agreed by Buyer and Seller, nothing in this Agreement shall 
preclude Buyer from engaging in repurchase transactions with the Purchased 
Securities or otherwise selling, transferring, pledging or hypothecating the 
Purchased Securities, but no such transaction shall relieve Buyer of its obligations 
to transfer Purchased Securities to Seller pursuant to Paragraph 3, 4 or 11 hereof, 
or of Buyer’s obligation to credit or pay Income to, or apply Income to the 
obligations of, Seller pursuant to Paragraph 5 hereof. 
 
Required Disclosure for Transactions in Which the Seller 
Retains Custody of the Purchased Securities 
Seller is not permitted to substitute other securities for those subject to this 
Agreement and therefore must keep Buyer’s securities segregated at all times, 
unless in this Agreement Buyer grants Seller the right to substitute other 
securities. If Buyer grants the right to substitute, this means that Buyer’s securities 
will likely be commingled with Seller’s own securities during the trading day. 
Buyer is advised that, during any trading day that Buyer’s securities are 
commingled with Seller’s securities, they [will]* [may]** be subject to liens 
granted by Seller to [its clearing bank]* [third parties]** and may be used by 
Seller for deliveries on other securities transactions. Whenever the securities are 
commingled, Seller’s ability to resegregate substitute securities for Buyer will be 
subject to Seller’s ability to satisfy [the clearing]* [any]** lien or to obtain 
substitute securities. 
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 * Language to be used under 17 C.F.R. ß403.4(e) if Seller is a government securities broker or 
dealer other than a financial institution. 
 ** Language to be used under 17 C.F.R. ß403.5(d) if Seller is a financial institution. 
 

9. Substitution 
(a) Seller may, subject to agreement with and acceptance by Buyer, substitute 
other Securities for any Purchased Securities. Such substitution shall be made by 
transfer to Buyer of such other Securities and transfer to Seller of such Purchased 
Securities. After substitution, the substituted Securities shall be deemed to be 
Purchased Securities. 

 
(b) In Transactions in which Seller retains custody of Purchased Securities, the 
parties expressly agree that Buyer shall be deemed, for purposes of subparagraph 
(a) of this Paragraph, to have agreed to and accepted in this Agreement 
substitution by Seller of other Securities for Purchased Securities; provided, 
however, that such other Securities shall have a Market Value at least equal to the 
Market Value of the Purchased Securities for which they are substituted. 

 
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 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 the form of 
an annex hereto or otherwise, 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, bylaw or rule applicable to it or any 
agreement by which it is bound or by which any of its assets are affected. On the 
Purchase Date for any Transaction Buyer and Seller shall each be deemed to 
repeat all the foregoing representations made by it. 

 
11. Events of Default 

In the event that (i) Seller fails to transfer or Buyer fails to purchase Purchased 
Securities upon the applicable Purchase Date, (ii) Seller fails to repurchase or 
Buyer fails to transfer Purchased Securities upon the applicable Repurchase Date, 
(iii) Seller or Buyer fails to comply with Paragraph 4 hereof, (iv) Buyer fails, after 
one business day’s notice, to comply with Paragraph 5 hereof, (v) an Act of 
Insolvency occurs with respect to Seller or Buyer, (vi) 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 (vii) 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”): 
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(a) The nondefaulting party may, at its option (which option shall be deemed to 
have been exercised immediately upon the occurrence of an Act of Insolvency), 
declare an Event of Default to have occurred hereunder and, upon the exercise or 
deemed exercise of such option, the Repurchase Date for each Transaction 
hereunder shall, if it has not already occurred, be deemed immediately to occur 
(except that, in the event that the Purchase Date for any Transaction has not yet 
occurred as of the date of such exercise or deemed exercise, such Transaction 
shall be deemed immediately canceled). The nondefaulting party shall (except 
upon the occurrence of an Act of Insolvency) give notice to the defaulting party of 
the exercise of such option as promptly as practicable. 

 
(b) In all Transactions in which the defaulting party is acting as Seller, if the 
nondefaulting party exercises or is deemed to have exercised the option referred 
to in subparagraph (a) of this Paragraph, (i) the defaulting party’s obligations in 
such Transactions to repurchase all Purchased Securities, at the Repurchase Price 
therefor on the Repurchase Date determined in accordance with subparagraph (a) 
of this Paragraph, shall thereupon become immediately due and payable, (ii) all 
Income paid after such exercise or deemed exercise shall be retained by the 
nondefaulting party and applied to the aggregate unpaid Repurchase Prices and 
any other amounts owing by the defaulting party hereunder, and (iii) the 
defaulting party shall immediately deliver to the nondefaulting party any 
Purchased Securities subject to such Transactions then in the defaulting party’s 
possession or control. 

 
 (c) In all Transactions in which the defaulting party is acting as Buyer, upon 
tender by the nondefaulting party of payment of the aggregate Repurchase Prices 
for all such Transactions, all right, title and interest in and entitlement to all 
Purchased Securities subject to such Transactions shall be deemed transferred to 
the nondefaulting party, and the defaulting party shall deliver all such Purchased 
Securities to the nondefaulting party. 
(d) If the nondefaulting party exercises or is deemed to have exercised the option 
referred to in subparagraph (a) of this Paragraph, the nondefaulting party, without 
prior notice to the defaulting party, may: 
 

(i) as to Transactions in which the defaulting party is acting as Seller, (A) 
immediately sell, in a recognized market (or otherwise in a commercially 
reasonable manner) at such price or prices as the nondefaulting 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 
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Repurchase Prices and any other amounts owing by the defaulting party 
hereunder; and 

 
(ii) as to Transactions in which the defaulting party is acting as Buyer, (A) 
immediately purchase, in a recognized market (or otherwise in a 
commercially reasonable manner) at such price or prices as the 
nondefaulting party may reasonably deem satisfactory, securities 
(“Replacement Securities”) of the same class and amount as any 
Purchased Securities that are not delivered by the defaulting party to the 
nondefaulting 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 
offer quotation from such a source. 

 
Unless otherwise provided in Annex I, the parties acknowledge and agree that (1) 
the Securities subject to any Transaction hereunder are instruments traded in a 
recognized market, (2) in the absence of a generally recognized source for prices 
or bid or offer quotations for any Security, the nondefaulting party may establish 
the source therefor in its sole discretion and (3) all prices, bids and offers shall be 
determined together with accrued Income (except to the extent contrary to market 
practice with respect to the relevant Securities). 
 
(e) As to Transactions in which the defaulting party is acting as Buyer, the 
defaulting party shall be liable to the nondefaulting party for any excess of the 
price paid (or deemed paid) by the nondefaulting party for Replacement Securities 
over the Repurchase Price for the Purchased Securities replaced thereby and for 
any amounts payable by the defaulting party under Paragraph 5 hereof or 
otherwise hereunder.  
 
(f) 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 nondefaulting 
party of the option referred to in subparagraph (a) of this Paragraph. 

 
(g) The defaulting party shall be liable to the nondefaulting party for (i) the 
amount of all reasonable legal or other expenses incurred by the nondefaulting 
party in connection with or as a result of an Event of Default, (ii) damages in an 
amount equal to the cost (including all fees, expenses and commissions) of 
entering into replacement transactions and entering into or terminating hedge 
transactions in connection with or as a result of an Event of Default, and (iii) any 
other loss, damage, cost or expense directly arising or resulting from the 
occurrence of an Event of Default in respect of a Transaction. 
(h) To the extent permitted by applicable law, the defaulting party shall be liable 
to the nondefaulting party for interest on any amounts owing by the defaulting 
party hereunder, from the date the defaulting party becomes liable for such 



City of Phoenix, Arizona ■ Master Repurchase Agreement ■ BMA September 1996 Version Page 10 

amounts hereunder until such amounts are (i) paid in full by the defaulting party 
or (ii) satisfied in full by the exercise of the nondefaulting party’s rights 
hereunder. Interest on any sum payable by the defaulting party to the 
nondefaulting party under this Paragraph 11(h) shall be at a rate equal to the 
greater of the Pricing Rate for the relevant Transaction or the Prime Rate. 

 
(i) The nondefaulting 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 hereinto 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 of Buyer and Seller agrees (i) to perform all of its obligations in respect of 
each Transaction hereunder, and that a default in the performance of any such 
obligations shall constitute a 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, and the obligations to make any such 
payments, deliveries and other transfers may be applied against each other and 
netted. 

 
13. Notices and Other Communications 

Any and all notices, statements, demands or other communications hereunder may 
be given by a party to the other by mail, facsimile, telegraph, messenger, or 
otherwise to the address specified in Annex II hereto, or so sent to such party at 
any other place specified in a notice of change of address hereafter received by 
the other. All notices, demands and requests hereunder may be made orally, to be 
confirmed promptly in writing, or by other communication as specified in the 
preceding sentence. 

 
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 

(a) 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, and any such assignment without the prior written consent of 
the other party shall be null and void. Subject to the foregoing, this Agreement 
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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 
terminated 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. 

 
(b) Subparagraph (a) of this Paragraph 15 shall not preclude a party from 
assigning, charging or otherwise dealing with all or any part of its interest in any 
sum payable to it under Paragraph 11 hereof. 

 
16. Governing Law 

This Agreement shall be governed by the laws of the State of New York without 
giving effect to the conflict of law principles thereof. 

 
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 Paragraph 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 

(a) 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. 

 
(b) Subject to the last sentence of subparagraph (a) of this Paragraph, any such 
Transaction shall proceed only if Seller furnishes or has furnished to Buyer its 
most recent available audited statement of its financial condition and its most 
recent subsequent unaudited statement of its financial condition. 

 
(c) By entering into a Transaction pursuant to this Paragraph, Seller shall be 
deemed (i) to represent to Buyer that since the date of Seller’s latest such financial 
statements, there has been no material adverse change in Seller’s financial 
condition which Seller has not disclosed to Buyer, and (ii) to agree to provide 
Buyer with future audited and unaudited statements of its financial condition as 
they are issued, so long as it is a Seller in any outstanding Transaction involving a 
Plan Party. 
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19. Intent 
 

(a) The parties recognize that each Transaction is a “repurchase agreement” as 
that term is defined in Section 101 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 (except insofar as the type of assets subject to 
such Transaction would render such definition inapplicable). 

 
(b) It is understood that either party’s right to liquidate Securities delivered to it in 
connection with Transactions hereunder 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. 

 
(c) The parties agree and acknowledge that if a party hereto is an “insured 
depository institution,” as such term is defined in the Federal Deposit Insurance 
Act, as amended (“FDIA”), then each Transaction hereunder is a “qualified 
financial contract,” as that term is defined in FDIA and any rules, orders or policy 
statements thereunder (except insofar as the type of assets subject to such 
Transaction would render such definition inapplicable). 

 
(d) It is understood that this Agreement constitutes a “netting contract” as defined 
in and subject to Title IV of the Federal Deposit Insurance Corporation 
Improvement Act of 1991 (“FDICIA”) and each payment entitlement and 
payment obligation under any Transaction hereunder shall constitute a “covered 
contractual payment entitlement” or “covered contractual payment obligation”, 
respectively, as defined in and subject to FDICIA (except insofar as one or both 
of the parties is not a “financial institution” as that term is defined in FDICIA). 

 
20. Disclosure Relating to Certain Federal Protections 
 

The parties acknowledge that they have been advised that: 
 

(a) 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 (“1934 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; 
 
(b) 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 (c) in the case of Transactions in 
which one of the parties is a financial institution, funds held by the financial 
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institution pursuant to a Transaction hereunder are not a deposit and therefore are 
not insured by the Federal Deposit Insurance Corporation or the National Credit 
Union Share Insurance Fund, as applicable. 
 

 
IN WITNESS WHEREOF, this agreement has been executed as of the date set forth 
above. 

“SELLER” 
 
             
 
 

By       
     
      Title       
 
      Date       
 
    

“BUYER” 
CITY OF PHOENIX, Arizona, an Arizona 
municipal corporation DAVID CAVAZOS, 
City Manager: 

 
 

By       
Jeff DeWitt 
Chief Financial Officer 

 
 
      Date       
 
 
ATTEST: 
 
 
           
City Clerk 
 
 
APPROVED AS TO FORM: 
 
 
            
City Attorney 
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Annex I 
 

Supplemental Terms and Conditions 
 
This Annex I forms a part of the Master Repurchase Agreement dated as of  
 , 20  (the “Agreement”) between the CITY OF PHOENIX, ARIZONA, a 
municipal corporation and      .  Capitalized terms used but 
not defined in this Annex I shall have the meanings ascribed to them in the Agreement. 
 
1. Other Applicable Annexes. In addition to this Annex I, the following Annexes and any 
Schedules thereto shall form a part of this Agreement and shall be applicable thereunder: 
 
 Annex II – Supplemental City of Phoenix Terms and Conditions 
 Annex III – Names and Addresses for Communication between Parties 
 
2. The following 2 paragraphs shall be added to Paragraph 9 of the Agreement: 
 
(c) In the case of any Transaction for which the Repurchase Date is other than the 

business day immediately following the Purchase Date and with respect to which 
Seller does not have any existing right to substitute substantially the same Securities 
for the Purchased Securities, Seller shall have the right, subject to the proviso to this 
sentence, upon notice to Buyer, which notice shall be given at or prior to 10 am (New 
York time) on such business day, to substitute substantially the same Securities for 
any Purchased Securities; provided, however, that Buyer may elect, by the close of 
business on the business day notice is received, or by the close of the next business 
day if notice is given after 10 am (New York time) on such day, not to accept such 
substitution. In the event such substitution is accepted by Buyer, such substitution 
shall be made by Seller’s transfer to Buyer of such other Securities and Buyer’s 
transfer to Seller of such Purchased Securities, and after such substitution, the 
substituted Securities shall be deemed to be Purchased Securities. In the event Buyer 
elects not to accept such substitution, Buyer shall offer Seller the right to terminate 
the Transaction. 

 
(d) In the event Seller exercises its right to substitute or terminate under sub-paragraph 

(c), Seller shall be obligated to pay to Buyer, by the close of the business day of such 
substitution or termination, as the case may be, an amount equal to (A) Buyer’s actual 
cost (including all fees, expenses and commissions) of (i) entering into replacement 
transactions; (ii) entering into or terminating hedge transactions; and/or (iii) 
terminating transactions or substituting securities in like transactions with third 
parties in connection with or as a result of such substitution or termination, and (B) to 
the extent Buyer determines not to enter into replacement transactions, the loss 
incurred by Buyer directly arising or resulting from such substitution or termination. 
The foregoing amounts shall be solely determined and calculated by Buyer in good 
faith. 
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Annex II 
 

Supplemental City of Phoenix Terms and Conditions 
 
This Annex II forms a part of the Master Repurchase Agreement dated as of  
 , 20  (the “Agreement”) between the CITY OF PHOENIX, ARIZONA, a 
municipal corporation and      Capitalized terms used but 
not defined in this Annex I shall have the meanings ascribed to them in the Agreement. 
 
1. The Definitions set forth in Paragraph 2 of the Agreement are supplemented as 

follows: 
 
“Buyer’s Margin Percentage” shall not be less than 102%. 
 
“Securities” shall be limited to U.S. Treasury obligations and obligations issued by 
the FEDERAL NATIONAL MORTGAGE ASSOCIATION, the FEDERAL HOME 
LOAN BANK, the FEDERAL HOME LOAN MORTGAGE CORPORATION, the 
FEDERAL FARM CREDIT BANK and the GOVERNMENT NATIONAL 
MORTGAGE ASSOCIATION, including Collateral Mortgage Obligations and Real 
Estate Mortgage Investment Conduits. 
 
“Seller’s Margin Percentage” shall not be less than 102%. 

 
2. Paragraph 8 of the Agreement is amended to provide that Purchased Securities in the 

possession of Seller shall be segregated and identified as described in Paragraph 8, 
whether or not required by law. 

 
3. Paragraph 9 of the Agreement is amended to delete subsection (b) thereof and 

substitute the following: 
 
(b) Seller shall absorb all costs associated with accomplishing all substitutions 
permitted in subparagraph (a) of the Paragraph. 

 
4. The following supplemental terms and conditions shall be added to the Agreement: 
 

(a) Delivery.  All Transactions shall be accomplished through “delivery vs. 
payment”, unless the parties otherwise agree prior to the payment of funds. 

 
5. (b) Seller’s Financial Conditions.  By entering into a Transaction pursuant to this 

Agreement, Seller shall be deemed to represent to Buyer that since the date of Seller’s 
latest financial statements, there has been no material adverse change in Seller’s 
financial condition which Seller has not disclosed in writing to Buyer and Seller 
further agrees to provide Buyer with future audited and unaudited statements of 
financial condition as they are issued, to the extent such information cannot be 
construed to constitute insider information not available to the general public. 
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(c) Governmental Investment.  Buyer and Seller Acknowledge that all Purchased 
Securities shall be lawful for the purpose of governmental investment by Buyer. 

 
(d) Affirmative Action Clause.  Seller in performing under this Agreement shall not 
discriminate against any worker, employee, or applicant, or any member of the 
public, because of race, color, religion, gender, national origin, age or disability nor 
otherwise commit an unfair employment practice.  Seller will take affirmative action 
to ensure that applicants are employed, and employees are dealt with during 
employment without regard to their race, color, religion, gender, national origin, age 
or disability.  Such action shall include but not be limited to the following: 
Employment, promotion, demotion or transfer; recruitment or recruitment 
advertising; layoff or termination; rates of pay or other forms of compensation; and 
selection for training; including apprenticeship as well as all labor organizations 
furnishing skilled, unskilled and union labor, or who may perform any such labor or 
services in connection with this Agreement.  Seller further agrees that this clause will 
be incorporated in all subcontracts or job-consultant agreements executed by Seller in 
connection with this Agreement. 
 
The attention of all suppliers or lessees is called to Ordinance No. G-881, passed 
October 8, 1968; Ordinance No. G-1080, passed April 6, 1987; Ordinance No. G-
1121, passed October 5, 1971; and Ordinance No. G-3472, passed November 20, 
1991. 

 
(e) Immigration Reform and Control Act of 1986.  Seller understands and 
acknowledges the applicability of the Immigration Reform and Control Act of 1986 
(“IRCA”) to it.  Seller agrees to comply with the IRCA in performing under this 
Agreement.  At Buyer’s request, Seller will provide certification to Buyer of Seller’s 
compliance with the IRCA.  Seller warrants that, to the best of its knowledge, no 
unauthorized aliens have been hired after November 6, 1986, and that verification 
checks have been put into effect by Seller. 
 
(f) Cancellation of Agreement.  All parties acknowledge that this Agreement is 
subject to cancellation by the Buyer pursuant to the provision of Section 38-511, 
Arizona Revised Statutes. 
 
(g) Authorized Personnel.  Buyer and Seller each hereby agree to provide the other 
with written identification of the persons authorized by it to execute Transactions 
pursuant to this Agreement.  Such written identification may be supplemented and 
amended from time to time. 
 
(h) Effect.  This Agreement shall supercede any and all master repurchase agreements 
previously entered into between Buyer and Seller. 
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Annex III 
 

Names and Addresses for Communications Between Parties 
 

This Annex III forms a part of the Master Repurchase Agreement dated as of  ______
 , 20  (the “Agreement”) between the CITY OF PHOENIX, ARIZONA, a 
municipal corporation and     .  Capitalized terms used but 
not defined in this Annex I shall have the meanings ascribed to them in the 
Agreement. 
 
If to the “BUYER”: 

City of Phoenix Finance Department 
Attn: Chief Financial Officer 
251 W. Washington Street, 9th Floor 
Phoenix, Arizona 85003  
Phone:  (602) 262-7166; Fax: (602) 495-5605 

-OR- 
 Attn: Investment Manager 

Phone:  (602) 534-9691; Fax: (602) 495-5605 
 
If to the “SELLER”: 
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