RULES OF THE MONEY MANAGEMENT COUNCI L

RULE 2:

I nvest nent of Funds of Public Educati on Foundati ons

est abl i shed under Section 53A-4-205 or funds acquired by gift, devise

or bequest.

1. Authority: Thisrule is issued pursuant to Section 51-7-18(2

)(b).

2. Scope of Rul e: This rule relates to all funds of public education

foundations established under Section 53A-4-205 and
public treasurer which were acquired by gift, devis
which are permitted by statute to be invested accor
adopted by the Money Management Council.

any funds held by a
e, or bequest and
ding to rules

3. Investnent Directions Contained in Gft or Gant: Ifany gift,

devise, or bequest, whether outright or in trust, i
instrument which contains lawful directions as to i
the funds embodied within the gift devise or beques
in accordance with those directions. Common stock
which is registered stock, or which is otherwise re
because it is not registered with the Securities an
Commission, may be retained until the restrictions
revoked and shall be considered to be invested acco
of the donation. A gift, devise or bequest of clos
marketable securities, shall be purchased by the cl
within twenty four months of the gift, devise or be
such put shall be furnished at the time of the gift

4. Investnent of Funds:
A. Funds within the scope of this rule, except fun
in 628-2-3, may be invested in any of the following

1.In any deposit or investment authorized by Sectio
51-7-5;

2. In professionally managed pooled or commingled i
funds registered with the Securities and Exchange C
if not registered with Securities and Exchange Comm
Morningstar rating of “3” or higher.

3. In equity securities, including common and conve
preferred stock and convertible bonds, issued by co
listed on a major securities exchange or in the NAS
accordance with the following criteria applied, on
market basis, at the time of investment:

a) no more than 20% of all funds may be invested in
listed in the NASDAQ;

b) no more than 5% of all funds may be invested in

securities of any one corporate issuer;

¢) no more that 25% of all funds may be invested in
industry;

d) no more than 5% of all funds may be invested in

corporation that have been in continuous operation

three years;
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e) no more than 5% of the outstanding voting securi
one corporation may be held; and

f) at least 50% of the corporations in which equity

are made under R628-2-4.(A)(3) must appear on the S
Poor's 500 Composite Stock Price Index and the Wils

4. In fixed-income securities, including bonds, not
securities and zero coupon securities, issued by co
rated “investment grade” or higher by Moody's Inves
Inc. or by Standard and Poor's Corporation in accor
the following criteria applied, on a total market b
time of investment:

a) no more than 5% of all funds may be invested in
securities of any one corporate issuer;

b) no more than 25% of all funds may be invested i
industry;

¢) the dollar-weighted average maturity of fixed-in
securities acquired under R628-2-4.(A)(4) may not e
years; and

5. In fixed-income securities issued by agencies of
States and United States government-sponsored organ
including mortgage-backed pass-through certificates
backed bonds and collateralized mortgage obligation

6. Investments made under this rule shall observe
investment percentages on a total market basis as
recent quarterly review, for specified subsections

1). no more than 75% of all funds may be invested i
securities (subsection R628-2-4.(A)(3). investments
time.

2). no more than 5% of all funds may be invested in
collateralized mortgage obligations (CMQO's) (subsec
4(A)(5) investments).

B. The selection criteria established in Section 51
investments permitted by this rule.

C. Certified investment advisers may be employed to
investment of funds under this rule. Compensation t
investment advisers may be provided from earnings g
funds' investments.

5. Disposition of Nonqualifying |Investnents:
A. If at any time securities do not qualify for invest
accordance with this rule, investments shall be dis
within a reasonable time. In determining what const
reasonable time for the disposition of such assets,
factors, among others, shall be given consideration

1. The legality of sale under the rules and regulat

Securities and Exchange Commission and the Utah Sta
Commission;
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2. The size of the investment held in relation to t he normal
trading volume therein, and the effect upon the mar ket price of
the sale of the investment; and

3. The wishes of the donor respecting the sale of the

investment.
B. If, in the opinion of the custodian or investmen t manager of
the funds, an orderly liquidation of a nonqualifyin g investment
cannot be accomplished within a period of two years , a request
may be made to the Council for approval of a specif ic plan of
disposition of nonqualifying investments. Nothing ¢ ontained in
this paragraph shall be deemed to make an investmen t
nonqualifying, if the retention thereof is specific ally
authorized or directed under terms of the gift, dev ise, or
bequest, or if the security is restricted from sale as provided
in this rule.

6. Nonqualifying Investnents Held On Effective Date: Any nonqualifying
investments held on November 1, 2005 shall be treat ed as having been
received on the effective date and shall be dispose d of as

provided in subsection R628-2-5.

7. Multiple Funds: Ifa public treasurer or a public foundation has

more than one fund or investment pool in which fund s covered by this
rule are managed, the following rules apply in dete rmining investment
percentages:
A. If the investment of any funds is covered by a d irection in
the instrument creating a gift, devise, or bequest, or if the
donation consists of securities restricted from sal e, the funds
shall be excluded from any computation of permitted
investments.
B. All other funds within the scope of this rule shall be
consolidated for determining the propriety of inves tments. Any
restrictions as to investment percentages shall be determined as

provided for in subsection R628-2-4(B).

8. I nvestnent Policy Approval. Each public education foundation or

public treasurer, having funds acquired by gift, de vise, or bequest
shall have their investment policies approved by th eir respective board
of trustees or governing body.

9. Reporting by Public Education Foundations and public treasurers:

Each public education foundation and public treasur er, having funds
acquired by gift, devise, or bequest and funds func tioning as
endowments shall file a written report with the Cou ncil on or before
July 31 and January 31 of each year containing the following
information for investments held on June 30 and Dec ember 31
respectively:

A. Total market value of funds held under gifts, de vise, or

bequest and funds functioning as endowments;
B. Amount thereof invested under this rule.

C. Amounts invested under this rule indicating the carrying
value and market value of each category of investme nt; and
D. A list of all nonqualifying assets held under th is rule
containing the date acquired, the carrying value an d market

value of each asset.
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E. The board of trustees or governing body shall review the

portfolio at least quarterly, and shall receive th e
certification from the public treasurer that the p ortfolio
complies with the Money Management Act, Rules of t he Money
Management Council and the prudent person rule in section

51-7-14 of the Act.
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RULE 4: Bondi ng of Public Treasurers
1. Authority: Thisruleisissued pursuantto Section 51-7-15.

2. Fidelity Bond: Every public treasurer shall secure a fidelity

bond in the amount shown in Rule 4-4. Bonds must be issued by a
corporate surety licensed to do business in the sta te of Utah and
having a current A.M. Best Rating of “A” or better. Bonds should be
effective as of the date the treasurer assumes the duties of the

office or is sworn in.

3. Budget ed Gross Revenue: The basis used shall be the budgeted

gross revenue for the previous accounting year. Bud geted gross
revenue includes all funds collected or handled by the public
treasurer. For purposes of this rule, taxes, fees, service charges,
interest, proceeds from sale of assets, and borrowi ng proceeds are

examples of revenue categories which are considered

4. Ampunt of Bond

Budget Percent for Bond
$0 to 10,000 n/a but not le ssthan O

10,001 to 100,000 9% but not les sthan 5,000

100,001to 500,000 8% but not les sthan 9,000
500,001 to 1,000,000 7% but not les sthan 40,000
1,000,001 to 5,000,000 6% but not les sthan 70,000
5,000,001 to 10,000,000 5% but not les s than 300,000
10,000,001 to 25,000,000 4% but not les s than 500,000
25,000,001 to 50,000,000 3% but not les s than 1,000,000
50,000,001 to 500,000,000 2% but not les s than 1,500,000
over 500,000,000 not less than 10,000,000
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RULE 10:
Rating Requirementsto be a Permitted Depository.

1. Purpose: This rule establishes a uniform standard for jgubkasurers to evaluate
the financial condition of Permitted depositorytingions to determine if acceptance of
Utah public funds by those institutions would expgsiblic treasurers to undo risk. The
criteria is applicable to all Permitted Depositorgtitutions to determine if they are
eligible to accept deposits of Utah public fund$e criteria established by this rule is
designed to be flexible enough to ensure that putdasurers will be able to receive
competitive market rates on deposits placed outbidestate while maintaining sufficient
protection from loss.

2. Authority: This rule is issued pursuant to Sections 51-201&4d 51-7-
18.(2)(b)(iv).

3. Definitions: The terms used in this rule are defined in $achl-7-3.

4. Rating requirementsfor permitted depositories.

(1) The Permitted depository must meetfetiewing criteria to accept deposits
from Utah public entities:

(a) the depository must be federaisured,;

(b) the total assets of the Permittedository must equal $5 billion or more as of
December 31 of the preceding year, and;

(c) fixed rate negotiable deposits whieeet the criteria of Section 51-7-11(3)(f)
must, at the time of investment, have the equitaléan "A" or better short term rating
by at least two NRSRO's, one of which must be M&bhwestors Service or Standard
and Poor’s, or:

(d) variable rate negotiable depositsciv meet the criteria of Section 51-7-
11.(3)(m) must, at the time of investment, havedtpaivalent of an "A" or better, long
term rating, by at least two NRSRO's, one of whmakst be Moody's Investors Service or
Standard and Poor’s.

(2) Permitted depository institutions wlaatings drop below the minimum ratings
established in R628-10-4(1) above, are no longaligiéle to accept new deposits of
Utah public funds. Outstanding deposits may bd teematurity, but may not be
renewed and no additional deposits may be madayypuablic treasurer.

5. Restrictions on concentration of depositsin any one out-of-state depository
institution:
The maximum amount of any public treasurer’s pdidfavhich can be invested in any
one Permitted depository institution shall be dleves:
1. Portfolios of $10,000,000 or less may not investartban 10% of the total
portfolio with a single issuer.
2. Portfolios greater than $10,000,000 but less t2n(0,000 may not invest
more than $1,000,000 in a single issuer.
3. Portfolios of $20,000,000 or more may not investarthan 5% of the total
portfolio with a single issuer.
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The amount or percentages used in determiningrticiat of Permitted deposits a
treasurer may purchase, shall be determined blydbk value of the portfolio at the time
of purchase.
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RULE 11: Maxi num Anpunt of Uninsured Public Funds Al lowed To Be Held By
Any Qualified Depository

1. Authority: Thisrule isissued pursuant to Section 51-7-18.1.

2. Scope: This rule applies to all qualified depository inst itutions at
which public funds may be held.

3. Purpose: This rule establishes a formula for determining th e maximum
amount of uninsured public funds that can safely be
qualified depository. The rule defines capital for
qualified depository institution, establishes a for

the maximum amount of uninsured public funds which
qualified depository institution, establishes a sch

of uninsured public deposits based on risk to publi
establishes the frequency of public funds allotment

held by any

each class of
mula for calculating
can be held at a
edule for reduction
c treasurers and
adjustments.

4. Definitions: Forthe purposes of this rule:
A. "Tier 1 capital" means:

(1) For afederally insured commercial bank, thrift ins titution,
industrial loan corporation or a savings and loan
association, the same as defined in the Federal Dep osit
Insurance Act in CFT Chapter Il §325.2 or the Offi ce of
Thrift Supervision in CFT Chapter V §565.2.

(2) For a federally insured credit union, the sum o f undivided

earnings, regular reserves, appropriations of undiv ided earnings

referred to as “other reserves”, and net income not already
included in undivided earnings;

B. "Deposits" means: balances due to persons having an account
at the qualified depository institution whether in the from of a

transaction account, savings account, share account , or
certificate of deposit and repurchase agreements ot her than
qualifying repurchase agreements.

C. "Out of State" means: in reference to a deposito ry
institution or depository institution holding compa ny, an
institution or company whose home state is not Utah

D."Maximum amount" means: the amount of deposits in excess of
the federal deposit insurance limit.

E. "Qualified depository" means: a Utah depository institution
as defined in Subsection 7-1-103(36) or a out of st ate
depository institution as defined in Subsection 7-1 -103(25)
which is authorized to conduct business in this sta te under

Section 7-1-702, whose deposits are insured by an a
Federal Government and which has been certified by

gency of the
the

Commissioner of Financial Institutions as having me t the

requirements to receive public funds.

F. Transaction account" means: a deposit, account, or other

contractual arrangement in which a depositor, acco unt holder, or

other customer is permitted, directly or indirectl y, to make

withdrawals by check or other negotiable instrumen t, a payment
order of withdrawal, a telephone transfer or other electronic
transfer or by any other means or device for the pu rpose of
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making payments or transfer to third persons. This term includes

but is not limited to demand deposits, NOW accounts , savings
deposits subject to automatic transfers, and share draft
accounts.

G. "Utah depository institution" means: a depositor y institution
which is organized under the laws of, and whose hom e office is
located in, this state or which is organized under the laws of
the United States and whose home office is located in this state.

5. CGeneral Rule
A. Maxi mum | nsured Public Funds: Any qualified depository may

accept, receive, and hold deposits of public funds without
limitation, if the total amount of deposits from ea ch public
treasurer does not exceed the applicable federal de pository

insurance limit.

B. Maxi mum Deposits in Excess of the Federal Insurance Limts For
Qualified Uah Depository Institutions

(1) For all qualified Utah depository institution s which receive
a qualified opinion issued by an independent certif ied public
accountant upon completion of an annual audit perfo rmed in
accordance with generally accepted auditing standar ds, and for
all qualified Utah depository institutions which do not have an
audit conducted by an independent certified public accountant,
the maximum amount of uninsured public funds which may be held

shall be according to the following schedule:

Rati o of Adjusted Capital Publ i c Funds Al ot nent
to Total Assets

5.0% or more One X Capital

4.00% to 4.99% 5 X Capital

Less than 4.00% None
(2) A qualified Utah depository institution which r eceives an
unqualified opinion issued by an independent certif ied public
accountant upon completion of an annual audit perfo rmed in
accordance with generally accepted auditing standar ds, must
submit the audit within 100 days of the date of the audit to
report the Department of Financial Institutions for review and
the Commissioner of Financial Institutions may auth orize that the
ratios of Tier one capital to total assets applicab le to the
institution submitting the audit for determining th e maximum
amount of uninsured public funds allowed may be acc ording to the

following schedule:

Rati o of Adjusted Tier 1Capital Uni nsured Public Funds
Allotnment to Total Assets
5% or more 15 X Capital
4.0% to 4.99% 75 X Capital
Less than 4.00% None
C. A qualified out of state depository institution will be
treated as a qualified Utah depository subject to a Il the
provisions of this section in determining its unins ured public
funds allotment except that the uninsured public fu nds allotment
will be reduced by multiplying by a factor of total deposits
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outstanding at Utah branches of the institution div ided by the

total deposits at the institution. Nothing herein shall prohibit
an out of state depository institution from qualify ing as a
permitted out-of-state depository in accordance wit h Rule 10.

6. Responsibility To Monitor Bal ances: Deposits in qualified
depositories which are limited by 5.B. to the amoun t of federal deposit
insurance must be monitored on a daily basis to ass ure that no public

treasurer has deposit balances in excess of the fed eral insurance
limit. The public treasurer making deposits and th e qualified
depository accepting deposits shall both be respons ible to assure that

the depositor's combined balance of all accounts st ays within the
federal insurance limit.

7.Col |l ateralization O Excess Uni nsured Public Funds: Pursuantto

Section 51-7-18.1(5), the Money Management Council may require a
qualified depository to pledge collateral security for deposits
of uninsured public funds which exceed the uninsure d public funds

allotment established by this rule. Any pledging of
required by the Money Management Council shall be i
the provisions of the Money Management Act and the
Management Council.

collateral security
n accordance with
rules of the Money

8. Frequency O Adjustnent To The Uni nsured Public Funds All otnent

A. The uninsured public funds allotment for each qu alified
depository shall be established quarterly by the Co uncil, based
on the reports of condition filed with the Commissi oner as of the
close of the preceding quarter. The uninsured publi ¢ funds
allotments shall be established in accordance with the following:

Ef fective Date of All ot ment

Report of Condition As O :

December 31 April
March 31 July

June 30 October
September 30 January

B. The Money Management Council, may make interim a

qualified depository's uninsured public funds allot
changes in a qualified depository's financial condi
occurred or if there is a formal enforcement action
or state regulator. These interim adjustments may
not limited to reducing a qualified depository’s un
funds allotment to zero if there is not sufficient
cover uninsured public funds.

C. Any qualified depository that become subject to
enforcement action by any federal regulator shall n
within twenty-four hours of the publication of the
federal regulator. Failure of a qualified deposito
this requirement to notify the Council may result i
the Council to require collateralization of uninsur

in accordance with Section 51-7-18.1(5) and Rule 62

D. When a formal enforcement action has been modifi

by a federal regulator, the qualified depository sh
Council within twenty-four hours of the publication
modification or termination of any action.
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9.Right To Petition The Council For Revi ew. A qualified depository may

petition the Money Management Council in writing fo r review and
reconsideration of its allotment within 10 business days of written
notice of the establishment or modification of its uninsured public
funds allotment. The Money Management Council shal I rule on any
petition for review and reconsideration, at its nex t regularly

scheduled meeting.

10. Notification of Public Treasurers: Within 10 business days of the

close of each calendar quarter, the Money Managemen t Council shall
cause a list of qualified depository institutions a nd the currently
effective uninsured public funds allotment to be pr epared and mailed to

all public treasurers.
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RULE 12: Certification of Qualified Depositories for Public Funds

1. Authority: Thisrule is issued pursuant to Sections 51-7-3(21 ) and
51-7-18(2)(b).

2. Scope: This rule applies to all federally insured deposit ory
institutions with offices and branches in the state of Utah at which
deposits are accepted or held.

be met by
e and remain a
eposits of public

3. Purpose: This rule establishes the requirements which must
a federally insured depository institution to becom

qualified depository eligible to receive and hold d

funds. It also establishes the conditions under whi ch such eligibility
may be terminated and the procedures to be followed in terminating a
depository institution's status as a qualified depo sitory.

4. Ceneral Rule: A Utah depository institution as defined in Subsec tion
7-1-103(36) or a out of state depository institutio n as defined in
Subsection 7-1-103(25), which may conduct business in this state under
Section 7-1-702, whose deposits are insured by an a gency of the federal

government, may be certified as a qualified deposit ory eligible to
receive public funds on deposit if it meets all of the following
criteria.

A. Before April 1 of each year, pay to the Departme nt of

Financial Institutions an annual certification fee as described

in section 51-7-18.1(8);

B. Within 30 days of the close of each calendar qua rter, submit a
report of condition in the form prescribed by the C ommissioner of
Financial Institutions. The Commissioner may requir e any

additional reports as may be considered necessary t o determine

the character and condition of the institution's as sets, deposits
and other liabilities, and its capital and to ensur e compliance
with the Money Management Act, the rules of the Mon ey Management
Council, and any order issued pursuant to an action of the

Council. All reports shall be verified by oath or a ffirmation of
the president or an authorized vice president of th e

institution. Any officer who knowingly makes or ca uses to be
made any false statement or report to the Commissio ner or any
false entry in the books or accounts of the institu tion is guilty
of a class A misdemeanor.

C. Within 10 business days of the end of each month , file a
report with the Commissioner of Financial Instituti ons of the
amount of public funds held on the form prescribed by this rule.
The Commissioner may require more frequent reportin g if
determined that it is necessary to protect public t reasurers and
to ensure compliance with the Money Management Act, the rules of

the Money Management Council or any order issued pu
action of the Council. All reports shall be verifie

or affirmation of the president or an authorized vi

of the institution. Any officer who knowingly make

be made any false statement or report to the Commis
false entry in the books or accounts of the institu

of a class A misdemeanor as authorized by 51-7-18(3
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D. Have and maintain a positive amount of capital a
Rule 11.4.B.

s defined in

5. Notification of Certification: Notlessthan quarterly, the Money

Management Council shall prepare or cause to be pre
qualified depositories and the maximum amount of pu
is eligible to hold under Rule 11. This list shall

each public treasurer via US Postal Service or elec
Additions and deletions shall be made on the list f
successive quarter.

pared a list of all
blic funds that each
be distributed to
tronic means.

or the next

6. Exam nati on of Qualified Depositories: The Commissioner shall have

the right to examine the books and records of any g

if the Commissioner determines that such examinatio
ascertain the character and condition of its assets

other liabilities, and its capital and to ensure co

Money Management Act, the rules of the Money Manage
any order issued pursuant to an action of the Counc

7.&ounds for Termnation of Status as a Qualified
the following events constitutes grounds for termin

depository institution's status as a qualified depo

relinquishment of all public funds deposits:

A. Termination of the institution's federal deposi

B. Failure to pay the annual certification fee.

C. Failure to file the required financial reports.

D. Failure to maintain a positive amount of capital

in Rule 11.4.B.

E. Making any false statement or filing any false r
the Commissioner.

F. Accepting, receiving or renewing deposits of pub
excess of the maximum amount of public funds allowe
G. Failure to comply with a written order issued by
Commissioner pursuant to Section 51-7-18.1(7) withi
receipt thereof.

H. Request by a depository institution to be remove
list of qualified depositories.

8. Procedures for Term nation and Rei nstatenment of Status

Depository
A. If the Money Management Council determines that
for termination of a depository institution's statu
qualified depository exist, upon the vote of at lea
members of the Money Management Council, a deposito
may be terminated as a qualified depository. Termin
effective upon service of notice to the institution
Council's action. Notice of termination will state
upon which the Council acted and the remedies requi
the violation.
B. From and after the date of service of notice of
a qualified depository, the institution shall not a
or renew any deposits of public funds until specifi
authorized in writing by the Commissioner and all e
accounts shall be transferred to a qualified deposi
C. An institution may be reinstated as a qualified
upon the written authorization of the Commissioner,
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corrected the violation which constituted grounds f
termination.
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RULE 13: Col |l ateralization of Public Funds
1. Authority: Thisrule is issued pursuant to Sections 51-7-18.1 (5).

2. Scope: This rule applies to all qualified depositories re quired to
pledge collateral security for public funds.

3. Pur pose: The purpose of this rule is to establish the requi rements
for pledging of collateral security to insure that public treasurers
have a perfected security interest in the collatera | security pledged,

to define the conditions under which the Council ma y require the
pledging of collateral security in lieu of relinqui shment of deposits

in excess of the maximum amount a qualified deposit ory may hold under
the Money Management Act and the rules of the Counc il, and to impose
restrictions on a qualified depository which is req uired to pledge
collateral security for the public deposits which i t holds.

4. Definitions
A. Deposits means balances due to persons having an account at the

qualified depository institution whether in the for m of a transaction
account, savings account, share account, or certifi cate of deposit and
repurchase agreements other than qualifying repurch ase agreements.

B. Designated trustee means the trustee selected to serve as the agent
of the State Treasurer to hold and administer colla teral security
pledged for public funds.

C. Eligible collateral neans obligations of or fully guaranteed by the

United States or its agencies as to principal and i nterest, a
segregated earmarked deposit account, or notes, dra fts, bills of
exchange or bankers' acceptances that are eligible for rediscount or
purchase by a federal reserve bank, obligations of the State of Utah or
any of its political subdivisions, and readily mark etable bonds, notes

or debentures.

D. Excess deposit neans that portion of the public funds held on

deposit with a qualified depository by public treas urers which exceeds
the most recently adopted maximum amount of public funds allowed
pursuant to the Money Management Act and the rules of the Money
Management Council as of the effective date of an o rder issued by the
Commissioner of Financial Institutions pursuant to Section 51-7-
18.1(6).

E. Market val ue means the bid or closing price listed for financial

instruments in a regularly published listing or an electronic reporting
service or, in the case of obligations which are no t regularly traded,
the bid price received from at least one registered securities

broker/dealer.

F. Readily marketabl e bonds, notes or debentures neans obligationsin

the form of a bond, note, or debenture rated in one of the three
highest ratings of a nationally recognized rating a gency; it does not
include investments which are predominantly specula tive in nature.

5. CGeneral Rule

A. Conditions Under Which Collateral WII Be All owed
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(1) The Money Management Council may vote to allow
to be pledged to secure excess deposits when a qual
accepted and holds public funds in excess of its pu
allotment.

(2) If the public funds allotment is reduced to on
Money Management Council may vote to allow collater
pledged to secure excess deposits. The qualified d
be precluded or prohibited from accepting, renewing
deposits of public funds if the total amount of dep
public treasurer does not exceed the applicable fed
insurance limit.

(3) If the public funds allotment is reduced to zer
depository will be required to pledge sufficient el
with the state treasurer's designated trustee for a
deposits. The qualified depository is not precluded
accepting, renewing or maintaining deposits of publ
total amount of all deposits from each public treas
the applicable federal deposit insurance limit. Af
date of any order requiring the pledging of collate
depository may not accept, receive or renew uninsur
public funds.

(4) If the amount of capital as defined in Rule 11.
less, the institution is no longer a qualified depo
relinquish all deposits of public funds within 15 d
date of any order issued by the Commissioner of Fin
requiring relinquishment.

(5) The requirements for pledging of collateral set
shall remain in effect until the public funds allot
increased to the statutory maximum or (12) months,
first. If at the end of the 12 month period the qu
institution's public funds allotment has not been i
statutory maximum, the qualified depository shall i
relinquish all excess deposits.
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whichever occurs
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B. Delivery of Collateral. Within 15 days of the effective date of an

order requiring collateralization of excess deposit
the provisions of this rule, a qualified depository

the state treasurer or the designated trustee eligi
sufficient to meet the statutory collateralization

shall execute a pledge agreement and trust indentur
state treasurer. Collateral delivered to the state
designated trustee may not be released until the st
received written confirmation from the Commissioner
Institutions that the excess deposits have been sur
qualified depository is eligible to accept, receive
funds without collateralization.
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R628-15. Certification asan Investment Adviser.
1. Authority.
This rule is issued pursuant to Sections 51-7;&B8)7-18(2)(b)(vi) and (vii), and
51-7-11.5.

2. Scope.

This rule establishes the criteria applicableltcnaestment advisers and
investment adviser representatives for certificaby the Director as eligible to provide
advisory services to public treasurers under tage¥oney Management Act (the
“Act”). It further establishes the application ¢ents and procedures, and the criteria and
the procedures for denial, suspension, terminatra@hreinstatement of certification.

3. Purpose.

This rule establishes a uniform standard to evaltiee financial condition and the
standing of an investment adviser to determinevéstment of public funds by
investment advisers would expose said public fundsdue risk.

4. Definitions.

A. The following terms are defined in Section BB-of the Act, and when used

in this rule, have the same meaning as in the Act:

. "Certified investment adviser";

. "Council;

. "Director";

. "Public treasurer";

. “Investment adviser representative”; and

. “Certified Dealer”.

. For purposes of this rule the following terame defined:

1.“Investment adviser” means either a federal cedv@dviser as defined in
Section 61-1-13 or an investment adviser as defim&gction 61-1-13.

2. “Realized rate of return” means yield caloethby combining interest earned,
discounts accreted and premiums amortized, plugamg or losses realized during the
month, less all fees, divided by the average dalgnce during the reporting period.
The realized return should then be annualized.

3. “Soft dollar” means the value of research sa&wiand other benefits, whether
tangible or intangible, provided to a certified @stment adviser in exchange for the
certified investment adviser’s business.

WO O WNPE

5. General Rule.

Before an investment adviser or investment advigaresentative provides
investment advisory services to any public treastine investment adviser or investment
adviser representative must submit and receiveoappof an application to the Division,
pay to the Division a non-refundable fee as desdribh Section 51-7-18.4(2), and
become a Certified investment adviser or Investraduiser representative under the
Act.

6. Criteriafor Certification of an Investment Adviser.
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To be certified by the Director as a Certified istraent adviser or Investment
adviser representative under the Act, an investraéviser or investment adviser
representative shall:

A. Submit an application to the Division on For28615 clearly designating:

(1) the investment adviser;

(2) its designated official as defined in R164-df2he Division; and

(3) any investment adviser representative wheiges investment advisory
services to public treasurers in the state.

B. Applicant shall provide written evidence of ingnce coverage as follows:

(1) fidelity coverage based on the following salled
Utah Public funds under management Perceri@dad

$0 to $25,000,000 10% but not less than $1,000,000
$25,000,001 to $50,000,000 [B#onot less than $2,500,000
$50,000,001 to $100,000,000 bifonot less than $4,000,000
$100,000,001 to $500,000,000 hontot less than $7,000,000
$500,000,001 to $1.250 billion HUi not less than $25,000,000
$1,250,000,001 and higher Not less than $50,000,000

(2) errors and omissions coverage equal to fivegrer(5%) of Utah public funds under
management, but not less than $1,000,000 nor rhare$10,000,000 per occurrence.

C. provide to the Division at the time of apptioa or renewal of application, its
most recent annual audited financial statemenisapeel by an independent certified
public accountant in accordance with generally ptembaccounting principles in
accordance with R628-15-8A.

D. Pay to the Division the non-refundable fee dbsd in Section 51-7-18.4(2).

E. Have a current Certificate of Good Standingdavithin 30 days of
application from the state in which the applicaninicorporated or organized.

F. Have net worth as of its most recent fiscalryend of not less than $150,000
documented by the financial statements auditedrdoapto subsection R628-15-6(C).

G. Allow the public treasurer to select the forand method for dispute
resolution, whether that forum be arbitration, nagidn or litigation in any state or
federal court. No agreement, contract, or otheudeent that the applicant requires or
intends to require to be signed by the public wearsto establish an investment advisory
relationship shall require or propose to requied #my dispute between the applicant and
the public treasurer must be submitted to arbarati

H. Agree to the jurisdiction of the Courts of tBate of Utah and applicability of
Utah law, where relevant, for litigation of anymlige arising out of transactions between
the applicant and the public treasurer.

I. All Investment adviser representatives whoehamy contact with a public
treasurer or its account, must sign and have et statement that the representative:

(1) is familiar with the authorized investmensgssat forth in the Act and the rules
of the Council;

(2) is familiar with the investment objectivestbé public treasurer, as set forth
in Section 51-7-17(2);

(3) acknowledges, understands, and agrees thavestment transactions
conducted for the benefit of the public treasurestfully comply with all requirements
set forth in Section 51-7-7 and that the Certifieecestment adviser and any Investment
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adviser representative is prohibited from receivdngtody of any public funds or
investment securities at any time.

7. Certification.

A. The initial application for certification mube received on or before the last
day of the month for approval at the following mwatCouncil meeting.

B. All certifications shall be effective upon aptance by the Council.

C. All certifications not otherwise terminatedafifexpire on June 30 of each
year, unless renewed.

8. Renewal of Application.

A. Certified investment advisers shall apply aadtyy on or before April 30 of
each year, for certification to be effective Julgfleach year.

B. The application must contain all of the docatseand meet all of the
requirements as set forth above with respect t@mir@pplications.

C. The application must be accompanied by anaroaitification fee as
described in section 51-7-18.4(2).

D. A Certified investment adviser whose certifioathas expired as of June 30
may not function as a Certified investment advigdil the investment adviser’s
certification is renewed.

9. Post Certification Requirements.

A. Certified investment advisers shall notify fBeision of any changes to any
items or information contained in the original apgation within 30 calendar days of the
change. The notification shall provide copies, rehgecessary, of relevant documents.

B. Certified investment advisers shall maintasuarent application on Form
628-15 with the Division throughout the term of amgreement or contract with any
public treasurer. Federal covered advisers shailhtain registration as an investment
adviser under the Investment Advisers Act of 19%0ughout the term of any agreement
or contract with any public treasurer.

C. Certified investment advisers shall providd araintain written evidence of
insurance coverage and shall maintain insurancerage as described in R628-15-6(B).

D. Certified investment advisers shall providerte public treasurer the SEC
Form ADV Part Il prior to contract execution.

E. Certified investment advisers shall file anraualited financial statements
with all public treasurers with whom they are domginess.

F. Certified investment advisers shall fully diose all conflicts of interest and all
economic interests in certified dealers and otffdrates, consultants and experts used
by the Investment adviser in providing investmehtisory services.

G. Certified investment advisers shall act with tlegree of care, skill, prudence,
and diligence that a person having special skillsxpertise acting in a like capacity and
familiar with such matters would use in the condafcin enterprise of a like character
and with like aims.

H. Certified investment advisers shall exercisedtaith in allocating
transactions to certified dealers in the best @deof the account and in overseeing the
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completion of transactions and performance of tedtidealers used by the Investment
adviser in connection with investment advisory g&y.

I. Certified investment advisers shall fully dese to the public treasurer any
self-dealing with subsidiaries, affiliates or pants of the Investment adviser and any soft
dollar benefits to the Investment adviser for teant®ns placed on behalf of the public
treasurer.

J. Certified investment advisers shall fully axoanpletely disclose to all public
treasurers with whom they do business the basisaloulation of fees, whether and how
fees may be adjusted during the term of any agregraed any other costs chargeable to
the account. If performance-based fees are prdptise disclosure shall include a clear
explanation of the amount of the fee at specifiele of performance and how prior
losses are handled in calculation of the perforradhased fee.

K. Certified investment advisers shall not assigg contract or agreement with a
public treasurer without the written consent of plblic treasurer.

L. Certified investment advisers shall providenediate written notification to
any public treasurer to whom advisory servicespaoeided and to the Division upon
conviction of any crime involving breach of trustfmuciary duty or securities law
violations.

M. Not less than once each calendar quarter sidt@n as requested by the
public treasurer, Certified investment adviserdigimely deliver to the public treasurer:

(1) copies of all trade confirmations for transaes in the account;

(2) a summary of all transactions completed dutimegreporting period,;

(3) a listing of all securities in the portfolibthe end of each reporting period, the
market value and cost of each security, and thditaraing of each security;

(4) performance reports for each reporting pesioowing the total return on the
portfolio as well as the realized rate of returhew applicable, and the net return after
calculation of all fees and charges permitted leyareement; and

(5) a statistical analysis showing the portfoliesighted average maturity and
duration, if applicable, as of the end of each repg period.

10. Notification of Certification.

The Director shall provide a list of Certified Estment advisers and Investment
adviser representatives to the Council at leastasemally. The Council shall mail this
list to each public treasurer.

11. Groundsfor Denial, Suspension or Termination of Statusas a Certified
investment adviser.

Any of the following constitutes grounds for ddnguspension, or termination of
status as a Certified investment adviser:

A. Denial, suspension or termination of the Giexdiinvestment adviser’s license
by the Division.

B. Failure to maintain a license with the Divisioy the firm or any of its
Investment adviser representatives conducting tnvast transactions with a public
treasurer.

C. Failure to maintain the required minimum nettlv and the required bond.
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D. Requiring the public treasurer to sign anyutoents, contracts, or agreements
which require that disputes be submitted to mangatditration.

E. Failure to pay the annual certification fee.

F. Making any false statement or filing any falsport with the Division.

G. Failure to comply with any requirement of s@ttR628-15-9.

H. Engaging in any material act in negligent dtful violation of the Act or
Rules of the Council.

I. Failure to respond to requests for informatiimm the Division or the Council
within 15 days after receipt of a request for infation.

J. Engaging in a dishonest or unethical practi@ashonest or unethical
practice" includes but is not limited to those awtd practices enumerated in Rule R164-
6-1g.

K. Being the subject of:

(1) an adjudication or determination, within thesippfive years by a securities or
commodities agency or administrator of anotheest@anadian province or territory, or a
court of competent jurisdiction that the person WwaKully violated the Securities Act of
1933, the Securities Exchange Act of 1934, the dtment Advisers Act of 1940, the
Investment Company Act of 1940, the Commodity ExgjeaAct, or the securities or
commodities law of any other state; or

(2) an order entered within the past five yearghwsy securities administrator of
any state or Canadian province or territory or Iwe tSecurities and Exchange
Commission denying or revoking license as an inaest adviser, or investment adviser
representative or the substantial equivalent ofeéhterms or is the subject of an order of
the Securities and Exchange Commission suspendingkeelling the person from a
national securities exchange or national securiassociation registered under the
Securities Exchange Act of 1934, or is the subjdch United States post office fraud
order.

12. Proceduresfor Denial, Suspension, or Termination and Reinstatement of
Status.

A. Where it appears to the Division or to the @aluthat grounds may exist to
deny, suspend, or terminate status as a Certifiegstment adviser, the Council shall
proceed under the Utah Administrative Procedurds Atle 63G Chapter 4 (“UAPA”).

B. All proceedings to suspend a Certified investtradviser or to terminate
status as a certified investment adviser are dategras informal proceedings under
("UAPA").

C. In any hearings held, the Chair of the Couslgdll be the presiding officer,
and that person may act as the hearing officemay designate another person from the
Council or the Division to be the hearing officékfter the close of the hearing, other
members of the Council may make recommendatiotisethearing officer.

D. The Notice of Agency Action as set forth untd&PA, or any petition filed in
connection with it, shall include a statement @& ¢nounds for suspension or termination,
and the remedies required to cure the violation.

E. A Certified investment adviser and its Invesitrinadviser representative who
has received a Notice of Agency Action alleginglaiions of the Act or these rules, may
continue, in the discretion of the public treasuterconduct investment transactions with
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the public treasurer until the violations asseligdhe Money Management Council in
the Notice of Agency Action becomes subject to ater order of the Council or Agency
against the adviser or adviser representativentirthe Council enters an emergency
order indicating that public funds will be jeoparell by continuing investment
transactions with the adviser or adviser represigrta

F. The Council may issue an emergency orderdsecand desist operations or
specified actions with respect to public treasueersublic funds. Further, the Council
may issue an emergency suspension of certific#tiie Council determines that public
funds will be jeopardized by continuing investmeanhsactions or other specified actions
with the adviser or adviser representative.

G. Within ten business days after the conclusioa leearing on an emergency
order, the Council shall lift this prohibition uparfinding that the Certified investment
adviser and its investment adviser representatag mmaintain certification.
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RULE 16: Certification as a Deal er

1. Aut hority: This rule is issued pursuant to Sections 51-7-3(1

51-7-18.

2. Scope: This rule establishes the criteria applicable to a
dealers and agents for certification by the Directo

Division of the Department of Commerce (the "Direct
conduct investment transactions under the State Mon

It further establishes the application contents and
procedures for termination and reinstatement of cer

3. Purpose: This rule establishes a uniform standard to evalua

financial condition and the standing of a broker-de
investment transactions with public treasurers by s
broker-dealers would expose public funds to undue r

4. Definitions: The following terms are defined in Section 51-7-3

the State Money Management Act, and when used in th
same meaning as in the Act:

A. ‘"Certified dealer";

B. "Council";

C. "Director"; and

D. "Public treasurer"

The following terms are defined in Section 61-1-13
Securities Act, and when used in this rule, have th
that Act:

A. "Agent".

) and

Il broker-
r of the Securities
or") as eligible to
ey Management Act.
procedures, and the
tification.

te the
aler to determine if
uch
isk.

of
is rule, have the

of the Utah Uniform
€ same meaning as in

5. CGeneral Rul e: No public treasurer may conduct any investment

transaction through a broker-dealer or any agent re
broker-dealer unless such broker-dealer has been ce
Director as eligible to conduct investment transact
public treasurers.

6. Application to Becone a Certified Deal er
A. Any broker-dealer wishing to become a certified

State Money Management Act must submit an applicati
Securities Division.

B. The application must include:

1. Primary Reporting Dealers: Proof of status as a
reporting dealer, including proof of recognition by
Bank as such, if applicant is a primary reporting d

2. Office Address: The address of the applicant's
office. Broker-dealers who are not primary reportin
and maintain an office and a resident principal in
application shall include the address of the Utah o
identity of the resident principal.

3. Broker-Dealer Registration: Proof of registrati

Division under its laws and rules, effective as of
application, of the following: (a) the broker-deale
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principal (if one is required); and (c) any agent
business in the state.

4. Corporate Authority: A Certificate of Good Stan
from the state in which the applicant is incorporat
who is a foreign corporation also must submit a cop
of Authority to do business in Utah, obtained from
Division of the Department of Commerce (hereinafter
Division").

5. Financial Statements: With respect to applicant
primary reporting dealers, financial statements, pr
independent certified public accountant in accordan
accepted accounting principles, indicating that the
of its most recent fiscal year end:

s of a firm doing

ding, obtained
ed. An applicant
y of its Certificate
the Corporations
the "Corporations

s who are not
epared by an
ce with generally
applicant has, as

(a) Net Capital : Minimum net capital, as calculated under rule

15c¢3-1 of the General Rules and Regulations under t
Exchange Act of 1934 (the Uniform Net Capital Rule)
percent (5%) of the applicant's aggregate debt bala
the rule, and,;

(b) Total Capital: Total capital as follows
$10 million or; (i) of at least $25 million, calc
consolidated basis, with respect to an applicant wh
owned subsidiary.

6. Government Securities Act Registration: Proof o
registration under the Government Securities Act of
3208).

7. Account Documents: Copies of all agreements, con
other documents that the applicant requires or inte
signed by the public treasurer to open or maintain
documents must meet the following requirements: (a
not certify any applicant who requires, or proposes
any dispute arising out of transactions between the
public treasurer must be submitted to arbitration.
provide copies of agreements signed or to be signed
public treasurer to select the forum for dispute re
that forum be arbitration mediation or litigation i
federal court. (b) Any such customer agreement sh
suit may be litigated in a Utah court, and that Uta
settling disputes, where relevant.

8. Knowledge of Money Management Act: A notarized s
signed by a principal and by any agent who has any
public treasurer or its account, that the agent is
authorized investments as enumerated in Section 51-
rules of the Council, and with the investment objec
treasurer, as set forth in Section 51-7-17(1).

9. Fee: A non-refundable fee as described in Sectio
18.3(2), payable to the Division.

7. Certification

A. Initial Certification: The initial application f

must be received on or before the last day of the m
the following month's council meeting.
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B. Date of Effectiveness: All certifications shall
approval by the council.

be effective upon

C. Expiration; Renewal . All certifications not otherwise terminated

shall expire on June 30 of each year, unless renewe
applications must be received on or before April 30

8. Renewal of Application

A. Certified dealers wishing to retain their status
dealers must reapply annually, on or before April 3
recertification to be effective July 1 of each year
B. The renewal application must contain all of the
all of the requirements as set forth above with res
applications.

C. The renewal application must be accompanied by a

as described in section 51-7-18.3(2).

d. Renewal
of each year.

as certified
0 of each year, for

documents and meet
pect to initial

n annual renewal fee

9. Post Certification Requirenents: Certified dealers are required to

notify the Division of any changes to any items or
contained in the original application within 20 cal
change. Such notification shall provide copies, wh
relevant documents.

information
endar days of the
ere necessary, of

10. Notification of Certification: The Director shall provide a list of

certified broker-dealers and agents to the Money M
least semiannually. The Council shall mail this li
treasurer.

anagement Council at
st to each public

11. Grounds for Suspension or Term nation of Status as a Certified

Deal er: Any of the following constitutes grounds for suspe

termination of status as a certified dealer:

A. Termination of the dealer's status as a primary
the dealer gained certification as a primary report
B. Denial, suspension or revocation of the dealer'
the Government Securities Act, or by the Division,
state's securities agency.

C. Failure to maintain a principal office operated
registered principal in this state, if applicable.

D. Failure to maintain registration with the Utah
by the firm or any of its agents having any contact
treasurer.

E. Failure to remain in good standing in Utah with
Division, or to maintain a certificate of authority

F. Failure to submit within 10 day of the due date
financial statements, or failure to maintain the re
capital and total capital.

G. Requiring the public treasurer to sign any docu
agreements which require that disputes be submitted
arbitration.

H. The sale, offer to sell, or any solicitation of

by an agent or by a resident principal, where appli
certified.

I. Failure to pay the annual renewal fee.

J. Making any false statement or filing any false
Division.

K. Failure to file amended reports as required in
L. The sale, offer to sell, or any solicitation of

by the certified dealer or any of its employees or
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instrument or in any manner not authorized by the M
or rules of the Council.

M. Failure to respond to requests for information
the Council within 15 days after receipt of a reque
information.

N. Failure to maintain registration under the fede
Securities Act.

O. Engaging in a dishonest or unethical practice i
any investment transaction with a public treasurer.
unethical practice" includes, but is not limited to
practices enumerated in Rule 164-6-1g, which is inc

oney Management Act

from the Division or
st for

ral Government

n connection with
"Dishonest or

, those acts and
orporated herein.

12. Procedures for Suspension or Term nation and Rei nstatemnment of

St at us

A. Where it appears to the Division or to the Counc
exist to suspend a certified dealer or terminate st
dealer, the Council shall proceed under the Utah Ad
Procedures Act, Title 63G Chapter 4 of the Utah Cod

B. All proceedings to suspend a certified dealer or
as a certified dealer are hereby designated as info
under the Utah Administrative Procedures Act.

C. In any hearings held, the Chair of the Council s
presiding officer, and that person may act as the h

may designate another person from the Council or th
hearing officer. At the election of the presiding o
members of the Council may issue recommendations to
after the close of the hearing.

D. The Notice of Agency Action, or any petition fil
with it, required under the Utah Administrative Pro
include a statement of the grounds for termination,
required to cure the violation.

E. After the date of service of the Notice of Agenc

the certified dealer and its agents shall not condu
transaction with any public treasurer if so ordered
Management Council. The order issued by the hearin
conclusion of the proceedings shall lift this prohi
allows the certified dealer to keep its status as a
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Rule 17: Limtations on Conmercial paper and Corporate notes

1. Authority: Thisrule is issued pursuant to Section 51-7-18(2)

2. Scope: This rule establishes limits on the dollar amount
funds that a public treasurer may invest in commerc
corporate obligations of a single issuer.

3. Pur pose: The purpose of this rule is to provide guidelines
treasurers when investing public funds in commercia
obligations. The guidelines established by this rul

flexible enough to allow public treasurers to recei

market rates on funds placed in these types of inve

while maintaining sufficient protection from loss.

4. Definitions: For the purpose of this rule:
Commercial paper means: an unsecured promissory no

matures on a specific date, and is issued by indust

and finance companies. The commercial paper must me

investment as described in section 51-7-11(3).

Corporate obligation means: A secured or unsecured
original term to maturity ranging from nine months
is issued by an industrial, utility or finance comp
obligation must meet the criteria for investment as
section 51-7-11(3).

(b).

of public
ial paper or

for
| paper or corporate
e are designed to be
ve competitive
stment instruments

te that
rial, utility,
et the criteria for

note with
to thirty years that
any. The corporate
described in

4. Ceneral Rul e: The maximum amount of any public treasurers

portfolio which can be invested in a single issuer
paper and corporate obligations shall be as follows

1.Portfolios of $10,000,000 or less may not invest
of the total portfolio with a single issuer.
2.Portfolios greater than $10,000,000 but less than
may not invest more than $1,000,000 in a single iss
3.Portfolios of $20,000,000 or more may not invest
of the total portfolio with a single issuer.

The amount or percentages used in determining the
commercial paper and or corporate obligations a tre
shall be determined by the book value of the portfo
purchase.
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Rul e 18:
Contracts
1. Authority: Thisrule is issued pursuant to Section 51-7-
18(2)(b)(viii).

Condi ti ons and Procedures for Use of

2. Purpose: The purpose of this rule is to establish conditio
procedures for the use by public entities of Contra
R628-18-3). This rule does not cover instruments su
options, (other than options to enter into swaps),
entered into for investment purposes, as they are n
under the Act. This rule provides criteria for the
Contracts, permitted contract terms and the type of
used. This rule also provides credit criteria for d
institutions, broker dealers, insurance companies a
that are counterparties to Contracts, reporting req
Contracts and penalties for violation of this rule.

3. Definitions: Forpurposes of this rule:

(1) Contract(s) means: interest rate exchange or sw
flow exchange or swap contracts, any derivatives of
including forward swaps and options to enter into s
rate floors, caps and collars that are entered into

(2) Counterparty means: any party to a Contract who
rights thereunder.

(3) Governing Board means: the board, town council,
of a public entity which would oversee the issuing
management of that debt.

(4) Intermediary Contract means: A Contract that is
that any payment owed by any counterparty to any ot
to be made through a person or entity that is not a
Contract, where the funds constituting such payment
subject to the control of such person or entity; or
execution by the creditors of such person or entity

(5) Intermediary means: a person or entity that is

to a given Intermediary Contract through whom any p
by a counterparty to any other counterparty as cont
immediately preceding subsection (4).

(6) Notional Amount means: the dollar amount agains
applied to determine the dollar amount payable or r
counterparty under a Contract.
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4. Ceneral Requirements: Contracts shall be entered into only under the

following conditions:

(1) The Governing Board shall first determine that
arrangement or a program of Contracts: (a) is desig
amount or duration of payment, rate, spread or simi
reasonably anticipated to result in a lower cost of

(2) Contracts are to be utilized for the control or
or the cost of servicing debt and not for speculati
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5. Credit Criteria Restriction on Counterparties: Public entities may

enter into contracts only with the following counte

(1) Any in-state depository institution that meets
qualified depository as described in Sections 51-7-
Rule 628-12.

(2) Any out-of-state depository institution that me
Rule 628-10.

(3) Any broker dealer that: (i) is either a primary
recognized by the Federal Reserve Bank of New York
criteria of Rule R628-16-6(B)(5) and (6), without r
such broker dealer has applied for certification or
contemplated under R628-16, and (ii) is rated, or w

is rated, in one of the highest three rating catego
Nationally Recognized Statistical Rating Organizati
section 51-7-3(20).

(4) Any insurance company whose claims paying abili
has issued currently outstanding debt that is rated
highest three rating categories by at least two Nat
Statistical Rating Organizations as defined in sect

(5) Any entity that is directly or indirectly wholl
or entities described in any of the immediately pre
(1) through (4).

(6) Any entity that is directly or indirectly wholl
company or parent company which directly or indirec
entity described in the immediately preceding subse

(4).

(7) Any entity in the business of entering into Con
in one of the highest three rating categories for ¢
financial programs, or senior debt by at least two
Recognized Statistical Rating Organizations as defi
3(20), provided that if a public entity enters into
authority of this Subsection(7), the Contract's fin
exceed eighteen years if the counterparty is not ra
rating category for counterparties, financial progr
by at least two Nationally Recognized Statistical R
as defined in Section 51-7-3(20), and may not excee
counterparty is not rated in one of the two highest
for counterparties, financial programs, or senior d
Nationally Recognized Statistical Rating Organizati
Section 51-7-3(20).

(8) Any entity whose obligations under the Contract
entity are fully and unconditionally guaranteed by
rated in one of the highest three rating categories
financial programs, or senior debt by at least two
Recognized Statistical Rating Organizations as defi
3(20), provided that if a public entity enters into
authority of this Subsection (8), the Contract's fi
exceed eighteen years if the counterparty's guarant
the highest rating category for two Nationally Reco
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Rating Organizations as defined in Section 51-7-3(2 0), and may not

exceed nine years if the counterparty's guarantor i s not rated in one
of the highest two rating categories for counterpar ties, financial
programs, or senior debt by at least two Nationally Recognized
Statistical Rating Organizations as defined in Sect ion 51-7-3(20).

6. Authorized Intermediaries. A public entity shall not enter into an
Intermediary Contract unless each Intermediary ther eunder is either:
(1) a qualified depository as defined in section 51 -7-3(28);

(2) a permitted depository as defined in section 51 -7-3(24); or

(3) a certified dealer as defined in section 51-7-3 (2).

7. Terms of the Contract and type of Contract.

(1) To eliminate speculation, the Notional Amount o f a Contract cannot
exceed 115 percent of the par amount of the debt to which such Contract
relates. Nothing in these rules shall be deemed to prohibit a public
entity from entering into a subsequent Contract to reverse a position
taken in a prior Contract so long as the subsequent Contract otherwise

complies with these rules.

(2) The final termination date of a Contract shall not be later than 90
days past the final maturity of the debt to which s uch Contract

relates.

(3) The public entity must use an industry standard contract form
approved by the International Swaps and Derivatives Association Inc.,
which is currently headquartered in New York City, New York (ISDA), but
may make such modifications thereto as are contempl ated or permitted by

the ISDA form or any ISDA code incorporated therein

8. Reporting Requirenents and Penalty for Violation by a Public
Treasurer.

(1) Pursuant to section 51-7-18.2(2)(d), the public treasurer of each
public entity that is a party to any outstanding Co ntract must submit a
report to the council within 30 days after June 30 and December 31 of
each year containing the following information as o f the immediately

preceding June 30 or December 31, as applicable:

(a) A listing of all outstanding Contracts to which the public entity

is a party;

(b) the Notional amount of each Contract, if applic able;

(c) the underlying debt to which each Contract rela tes;

(d) the type of each Contract e.g., interest rate e xchange or swap
contract, cash flow exchange or swap contract or, i f the Contract is a
derivative of the foregoing, forward swap, option t o0 enter into a swap,

floor, cap, collar, or other derivative and;

(e) a description of the basis upon which the publi c entity's payment
obligations are determined under each Contract.
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(2) Any public entity that willfully violates the p rovisions of this
rule is guilty of a Class A misdemeanor.

(3) Any public entity that knowingly makes or cause s to be made a false
statement or report to the council is guilty of a ¢ lass
A misdemeanor.
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Rul e 19.

Requi renents for the use of Investnent Advisers by Public Treasurers

1. Authority. This rule is issued pursuant to Section 51-7-18(2)

2. Scope. This rule establishes basic requirements for public

treasurers when using investment advisers.

3. Purpose. The purpose of this rule is to outline requirements

public treasurers who are considering utilizing inv
invest public funds.

4. Definitions.

(1) The following terms are defined in Section 51-
when used in this rule, have the same meaning as in
(a) “Certified investment adviser”;

(b) “Council™;

(c) “Director”; and

(d) “Investment adviser representative”.
(2) For purposes of this rule:

(a) “Investment adviser” means either a federal co
as defined in Section 51-1-13 or an investment advi
Section 61-1-13.

5. General Rule.

1. A public treasurer may use an investment advis
investment transactions on behalf of the public tre
by statute, rules of the Council, and local ordinan

2. A public treasurer using an investment adviser
investment transactions on behalf of the public tre
responsible for full compliance with the Act and ru

3. Due diligence in the selection of an investmen
in monitoring compliance with the Act and Rules of
performance of investment advisers is the responsib
treasurer. (The Council advises public treasurers
certification by the Director may not be sufficient
prudent and reasonable due diligence.)

4. The public treasurer shall assure compliance w
following minimum standards:

(a) A public treasurer may use a Certified investm
properly designated pursuant to R628-15.

(b) A public treasurer’s use of a Certified inves
shall be governed by a written investment advisory
between the public treasurer and the Certified inve
Terms of the agreement shall conform to the require
and shall be adopted pursuant to all procurement re
statute and local ordinance or policy.

(c) Prior to entering into an investment advisory
agreement with a Certified investment adviser, the
shall request and the investment adviser shall furn
ADV Part Il for review and consideration by the pub

(d) All investment transactions and activities of
treasurer and the Certified investment adviser must
compliance with all aspects of the Money Management
the Council particularly those requirement governin
investments, safekeeping, utilizing only certified
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dealers, and purchasing only the types of securitie
51-7-12 and 51-7-13, as applicable.

(e) Prior to entering into an investment advisory
agreement with a Certified investment adviser, the
shall request and the investment adviser shall furn
concise explanation of the investment adviser’s pro
management approach and strategies used to add valu
and return, including the methods and securities to

5. If a selection of a Certified investment advis
investment advisory services to a public treasurer
investment adviser’s representation of special skil
investment advisory services agreement shall requir
investment adviser to act with the degree of care,
diligence that a person having special skills or ex
like capacity and familiar with such matters would
of an enterprise of a like character and with like

6. The public treasurer is advised to review and
standard of practice recommended by other sources,
Government Finance Officers Association, in the sel
management of investment adviser services.

6. Reporting to the Council.

When a public treasurer has contracted with an investmen
the management of public funds, the public treasure

detail of those investments to the Council, pursuan

18.2.
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